
• 

• 

• 

ALJ/AVG/tcr; Mattod: 

Decision 88 07 059:,~·.:~ Z 2,:198S 
[JUl251988 ®OOu~~iWl~ 

. BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA. 

In the Matter of the Application of ) 
of SO'CTHERN CALIFORNIA GAS COMPANY to ) 
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Thomas D. Clarke,. ~ffrey.E. Ja~son, and 
Roy M. Rawlings,. Attorneys at Law, for 
Southern california Gas Company, 
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Richard K. Durant,. Carol B. Henninr;son, and 
~s M. I&hr~.x:, Attorneys at Law, for 
Southern California Edison Company: 
Andrew Safi~ and Ronald G. Oechsler, for 
Holly Sur;ar corporation; Edward Duncan,. 
for Consumers Coalition of California; 
Mark E. Brown, for Pacific Gas and 
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Do~hy Taylor, for PUblic Advisor's 
Office; interested parties • 

WggQl:Y Wheatland r Attorney at Law, 
William Dietti2h, and Donna Qr~, for 
Division of Ratepayer Advocates. 

OPINION 

$'!mmarv Of Decision 
This decision authorizes Southern California Gas Company 

(Socal) to record up to $SlS,OOO in a memorandum acco~~t for 
certain hazardous waste cleanup projects. These expenses will not 
be reflected in rates until a reasonableness review has.been 
completed. 

The Commission concludes that the existing procedure 
established for utility hazardOUS waste cleanup programs needs to 
be modified in order to expedite the process of authorizing the 
booking of hazardous waste cleanup expenses. In order that 
utilities may be made whole for any such expenses that are 
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reasonably incurred, the Commission has adopted a new procedure 
which allows to the utility to· seek authorization. to book such 
expenses in a memoranc:lum account by filing an ac:lvice letter with 
certain prescribec:l documentation. 
Baekq:round 

The Commission first addressed the ratemaking for a 
utility's hazardous waste cleanup proqram in PG&E's 1987 test year 
general rate case application (Application CA.) 85-l2-050). In 
Decision (D.) 86-12-095 (PG&E decision) the ~ommission adopted 
explicit criteria and procedures for PG&E's hazardous waste cleanup 
proqram. It should be noted that the PG&E decision draws an 
important distinction between two general categories of expenses 
related to hazardous waste cleanup proqr~. These two' expense 
categories are: Hinvestigation and proqr~ developmentH and 
Hcleanup or remedial activities.H 

Also, the PG&E decision authorized $2 million in base 
rates for inVestigations and progr~ development expense for PG&E's 
manufactured gas plant sites, including ongoing investigations at a 
rate of at least 10 sites per_yea:!:: .• ,. The PG&E decision ,au1:h0rized 
additional amounts for compliance activities and capital 
expenditures anc:l established that actual site specific planning and 
cleanup should be handled through a Hspecial procedureH: 

HPG&E should file a formal application for 
approval of funding for a project or package of 
proj ects. Funding for approved proj ects should 
be entered into a memorandum account, to be 
recovered followinq review in ECAC 
proceedings ••• H (l?'. 6Sc, 0.86-l2-095.) 

In addition, the PG&E decision required PG&E to, file, by 
" 

March 1, 1987, a report outlining the company's proposec:l 1987 
manufactured gas progr~ which should present program priorities 
and how they mesh with government-funded programs. 

Shortly after th~ PG&E decision was issued, SOcal and the 
Oivision of Ratepayer Advocates (DRA) entered into a stipulation to 
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postpone Socal's next general rate case from test year 1988 to test 
year 1990. ~he stipulation established tor Socal a special 
ratemaking procedure for its hazardous waste cleanup, proqr~. In 
particular, DRA and SOCal agreed that "SoCal will be bound by all 
the terms, conditions, and reporting requirements with regard to 
Hazardous Waste Costs/Manufactured Gas Plant Sites" as set forth in 
the PG&E decision. 

~he commission issued D.87-05-027 (SoCal decision) in May 
1987, incorporating fully the terms and conditions of the 
stipulation. As a result of this decision, Socal continued to 
recover in base rates the approximate same level of funding 
established in the 1985 ~est Year general rate case. The Socal 
decision became ettective on June l2, 1987. 

~he Commission readdressed the issue of ratemakinq 
treatmen~ ot hazardous waste cleanup proqrams in Southern 
california Edison Company's (Edison) general rate ease 
(A.86-12-047). In that proceeding Edison and ORA (then the PUblic 
Staft Oiyision - PSO) were, the only two parties that addressed this 
issue. Edison stipulated to ORA's proposed ratemaking treatment. 
In 0.87-12-066 (Edison decision) the Commission concluded that : 

"1. Edison should file an a~plication tor 
funding prior to expend~ng funds when its 
hazardous waste ~roqram for the sites it 
owns is more def~nite. Applications under 
this procedure are only intended for 
hazardous waste cleanup at sites included 
in Edison's general rate ease tiling and/or 
in its annual hazardous waste management 
report. 

"2. For hazardous waste sites that Edison does 
not currently own, it should file an 
application to receive prospective funding 
for remedial investigations or work when 
Edison is ordered by a regulatory agency or 
~ court to perform such work or is notified 
DY a regulatory agency that it is 
considered a potentially 'responsible party 
for these costs • 
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W3 • Upon approval Edison should be allowed to 
place actual program costs into a 
memorandum account for recovery in a 
subsequent ECAC or general rate case 
proceeding. 'rhis account should accrue 
interest at the ECAC interest rate. 

W4. No retroactive recovery of hazardous waste 
costs incurred prior to 1988 should be 
authorized. 

KS. Edison should file with the Executive 
Director and the PSD's Resources Branch a 
comprehensive overview of Edison's 
hazardous waste management effort, 
including its underground storage program, 
by March :11" 1988- and update it annually by 
January 31 until ordered otherwise. w 

(P. 106, 0.87-12-066.) 

'rherefore it will be noted from the PG&E and Edison 
decisions, that aside from providing nominal amounts ~ncluded in 
base rates to cover the utility'S ongoing administrative costs and 
costs of preliminary investigations, the commission required the 
utilities to· submit new applications requesting authorization to 
record site·specific·expenses before incuJ:ring those e~enses. 
SoCal'~ Application 

On June 12, 1987, Socal filed A.87-06-021 requesting 
approval of its hazardous waste cleanup program and associated rate 
relicf. Socal sought . authority to immeciiately increase its rates 
by $2.926 million to recover the costs. of· its hazardous waste 
cleanup program tor the period January 1, 1985 through May 3l, 

1988. Also, socal requested authority to charge future costs 
associated with the program to a balancing account for 
implementation in rates in subsequent proceedings subject t~ refund 
following periodic reasonableness reviews. 

Later, Socal decided to. forego an immediate increase in 
rates and revised its request for authorization to book up to 
$2.424 million ot cost related to certain hazardous waste cleanup 
projects in a memorandum account which would be incorporated'in 
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rates after a reasonableness review. This included $1.062 million 
of costs incurred durinq January 1, 198$ throuqh May 31,. 1987. 

On Auqust 31, 1987, So cal filed a motion requestinq 
authorization to create an interim'memorandum account to· book up to 
$2 million of ongoing expenses for its hazardous waste cleanup, 
proqram. 0.87-09-078, dated September 23, 1987, authorized SoCal 
to establish an interim memorandum account to· record up t~ $390,000 
in expenses for continuing Phase III investigations at the Olympic 
Base, El Centro and oinuba sites. The decision further authorized 
SOCal to record up to $550,000 in expenses for new Phase III 
investigations at the Colton II, santa Barbara II, and Ventura II 
sites, effective upon submission to the commission of a preliminary 
risk analysis tor each site, a detailed ~udqet and 'a workplan tor 
each site invest~gation. 

Hearings were held on December l;4, lS( 17, and 18, 1987 
before Administrative Law Judge Garde. The matter was submitted on' 
February 16, 1988 ~pon receipt of reply briefs • 
Hazardous waste Cleanup Prognm. 

The Hazardous Waste Cleanup Program is designed to 
investiqate sites potentially subject to federal, state, and local 
requirements that mandate the assessment and mitigation of risks 
posed by hazardous waste disposal sites, and to take remedial 
action required at such sites. Socal's hazardous waste eleanu~ 
efforts,are carried out under the following two programs: 

1. SUperfund Program 
2. Towne Gas or Manufactured Gas Program 

1. SUperfund Proqrm!l 

The SUperfund program was developed in'response to the 
Comprehensive Environmental Response, Compensation and ·Liability 
Act (Superfund). Superfund is the federal statute enacted in 1980 
and amended in 1986 that qenerally provides for the cleanup' of 
hazardous substance releases into the environment. Those 
responsible for the release are liable for the financial burden of 
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the cleanup. california has a companion state.Superfund law that 
addresses the issue of financial responsibility in a silnilar 
fashion. 

An essential provision of the Superfund law is that waste 
generators remain potontially liable for cleanup and other costs 
associated with such sites even though waste generation and 
disposal may have occurred many years ago and despite the fact that 
the waste may not have ~een deemed hazardous at the time of its 
disposal.' No pUblic funds are available in cases where the 
enforcing agency can identify responsible parties or a potentially 
responsible party (PRP) with the ability to pay these costs. 

The Superfund program deals specifically with sites that 
have been identified by the ~vironmental Protection Agency (EPA), 
the california Oepartment o·f Health Services (OHS), other local 
agencies with cleanup jurisdiction or another PRP as.requiring 
investigation or cleanuP. action. . Under the SUperfund and other 
federal laws, EPA can require any ~(s) to provide documentation 

~ and information regarding past waste disposal practices. EPA can 
. _____ ._.als,o require the PRP(s) .. involved to proceed with investigative 

• 

and/or remedial work at a contaminated site. As discussed later in 
this decision,. Socal is presently involved in one such site, the 
Operating Industries Inc. landfill in Monterey Park, in which EPA 
has identified Socal as one of many PRPs and has required SoCal to 
provide EPA with documentation and intormation regarding past waste 
disposal practices. 

2. I:9WD~ Gas PrQgrM!. 

The Towne Gas program involves a systematic investigation 
of potential problems at SoCal's former manufactured gas plant 
sites. Prior to the widespread availability of natural gas in the 
1920s, synthetic gas was ,manUfactured from fossil fuel 
(predominantly coal and oil) tor heating, cooking, and lighting. 
Typically, each town had its own qasmanufacturing plant. These 
early Towne Gas plants were the forerunners of the natural gas 
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industry as we know it today. In addition to manufaeturing gas 
from coal, Towne Gas plants produced by-products including tars, 
oils, and lampbla~k. Most of the by-produets had commercial value 
and were commonly sold. However, residues of these materials may 
still be present in the soil at former Towne Gas plant sites. The 
technical name for the chemical constituents of greatest concern in 
Towne Gas residues is "polycyclic aromatic hydrocarbons" (PARs). 
Other chemicals that may be present at Towne Gas sites include non
PAR organic compounds, asbestos, cyanides, ~nd traces of heavy 
metals. 

In recent years, Towne Gas sites have become a focus of 
environmental concern, because they may pose public and employee 
health risks and may be subject to the previously described 

. Supe.rfund laws. Accordingly, the current owner of a former Towne 
Gas site as well as the owner or operator of a To~e Gas facility 
at the time of disposal of any residues are potentially liable. 

The Towne Gas program. has four phases. The first two 
phases involve preliminary site screening, data gathering, and 
ranking of sites for future, more comprehensive investigations. 
These aetivities would come under the investigation and program. 
development expense category mentioned earlier.. Phase III involves 
a detailed field investigation, also known as remedial 
investigation, to assess the nature and extent of site 
cont~ation. If necessary, action plans to, mitigate health and 
environmental risks are also dev~loped in Pha~e III. Phase rv 
involves the implementation of the remedial action plans developed 
in Phase III,. Phase III and 'IV activities would come under the 
remedial aetivities category mentioned earlier .. 

The Towne Gas program also involves sites where two· or 
more utilities shared past ownership and/or responsibilities for 
cleanup efforts. These sites are' designated as Mutual Interest 
Sites.. Socal and Edison have recognized that they may both have 
past involvement in a nu:ml:>er of MUtual Interest Sites. To, assure . 
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that the two utilities approach such sites ina coordinated manner, 
the utilities have aqreed to share certain information to avoid 
performing duplicative work, to keep· each other advised of 
developments at these sites, and to pursue a more comprehensive. 
generic aqreement regarding how the two utilities will tully 
address the Mutual Interest sites. 
socal '$ Schedule and Plan 

SOCal's current schedule allows ten years (from 1985· 
through 1994) for the completion of its hazardous w~ste cleanup 

. program. 
Socal completed Phase I activities in June 1986. Most of 

Phase II activities are completed. The primary future efforts will 
be for Phase III and Phase"IY activities. 

According to· SoCal's plan, it would give priority to 
projects or sites where one or more of the following conditions . . . 
apply: 

• An order from a government agency or court 
of law requiring SoCal to perform work. . 

• A demand by a third party coupled with 
Socal's own assessment that there is' a
substantial deqree of liability exposure 
under the law. 

• A situation where immediate action is 
advisable to avert higher costs at a later 
date that will result from delay. 

• Awareness of activities by third parties 
that are likely to result in a release or in 
exposure of the public to hazardous 
substances. 

• A situation in which, by negotiating SOCal's 
share of obligation for site cleanup with 
another potentially responsible party, Socal 
can avoid higher costs associated with legal 
defense at a later date • 
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BatcmaJdng IsSUes 

':this proceeding involves the following issues: 
1. Which costs included in SoCal's current 

application should be booked into a 
memorandum account? 

2. Should Socal be authorized to recover the 
hazardous waste cleanup costs incurred 
during January 1, 1985 through May 31, 
1981? 

3. What is the ,appropriate ratemaking 
procedure for Socal's hazardous waste 
cleanup program? 

4. Miscellaneous issues. 

Costs to Be Booked in the Memorandum Account 

Table A sets forth Socal's request, DRA's recommendation 
and the' amounts adopted by the Commis,sion for inclusion in a 
m.emorandum account: 
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'l'ABLE A 
Page 1 

" 

SOCAL'S BAZARDOtJ'S· SrrE CI.EANOP PROGRAK 
COMPARISON OF REQ'OESTED, RECOMMENDED, AND ADOPl'ED A'Komrrs 

A,,87-0§=021 

socal socaJ. 
Itel!l 1 :InitiAl ReYi&t~ mm. ~S1O"Dt~ 

raJ O~'J teJ (d) 

Haz.. Waste Cleanup PrOCJ. ' 
1/1/S5-6/1Z/S7 $1,OQ~,500 $1'~ 062 ,500 $ 0 $ 0 

TOWNE GAS PROGRAM 
Olympic Base lS5,:000 136,000 1850,000 . 185,000 
Oinul:>a 120,000 127,000 127,000 127,000 
Venice N.A., 203,000 203,000 203,000 
El Centro 85,000 55,000 0 0 
New site I N.A. 65,000 0, 0 
New Site J::t N.A. 35,000 0 0 
Santa·· Barbara II 150.,000 47,000 0 0 
Ventura II 150,000 13,000 0 0 
Colton II 250,000 0 0 0 
Aliso, (Los Angeles II) 250,000 1,000 0 0 

StTPERFOND SITES PROGRAM 
Monterey Park Landfill 240,000 290,000 0 0 

COMPANY LABOR 250,000 200',000 0 0 

COMPANY NON-LABOR 50,000 40,:000 0 0 

MISCELLANEO'C'S 
(Including program 70,000 . 98,,000 0 0 
development and 
completion of 
P~se II) 

UNCOLLEC'I'IBLES AND 
FRANCHISE FEES 63,000 5a,000 0 0 

$2,925,500 $2,42'4,500 $5150,000' $515,000 
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TABLE A 
Page 2 

" 

SoCal's initial request, A.S7-06-02'1,. Tab :S,. Table 1, tor 
expenses to be incurred between 6/12/87 and 5/31/88; and 
A.S7-06-02l, Tab A, Exhil:>it GES-:3 tor expenses incurred 
between 1/1/85 and 6/12/8.7. SoCal proposed that these 
costs be placed in rates. s\Wject to refund after 
reasonableness review. 

Socal's revised request as presented in Exhibit 6, 
p. A-1. According to this revision, as clarified by 
witness Strang, Socal requests that these costs be 
recorded in a memorandum account,. to be incorporated in 
rates after a reasonableness review. 

ORA recommends that these costs be placed in a memorandum 
account,. to be recovered in rates after a reasonableness 
review. 

Costs authorized to be booked in a memorandum aeeount~ 
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At the beginning of hearings in this proceeding in 
December, 1987, Socal revised its budget for the·period June 1, 
1987 through May 31, 1988. According to Socal the need for such 
changes in the budget demonstrate the uncertainties that will 
always be associated with accurately forecasting costs, schedules, 
and the scope of site investigations and cleanups. The budget 
changes also reflect actual expenditures for the first six months 
of this period that w.ere of necessity, estimated in the forecast 
SOCal presented in June.. Socal maintains that many of the 
reductions in expenditures between the initial budget and the 
revised budget were simply a matter of SoCal finding opportunities 
to defer expenditures to future periods, and to modify the 
estimated overall expense associated with certain sites. 

Socal completeQ Phase XX of the Towne Gas program in 
June, 1987.. The expenses that SoCal seeks authority to record in a 
memorandum account f~r the period. June 1, 1987 to May 31" 1988 
would be used primarily for Phase XII remedial investigations at 
seven manufactured gas sites. At three of the seven sites the 
funds would be used for ongoing remedial investigations, and at the .. . 
other four sites socal would use the funds to initiate new 
investigations. 

In addition to the amounts shown in Table A, SoCal 
requests that an appropriate component for uncolleetibles and 
franchise fee expenses be· authorized when the related rate change 
is implemented. Based on the current uncollectibles and franchise 
fee rates approved for So cal and the amounts requested in this 
application, Socal estimates the the amount for uncollectibles and 
franchise fee expense to be $52,000. 

Socal contends that the level of detail that it has 
provided with respect to each portion. of. its budget meets or 
exceeds the guidelines for forecast purposes that Socal has 
proposed for Commission adoption set forth in Exhibit l2. With 
regards to the past expenditures, SoCal states that it has provided 
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~ ORA with all of the information that has Deen provided to 
government environmental agencies. This information includes a 
detailed breakdown of the expenditures themselves and the 
associated activities. socal contends that the only questions that 
remain are whether the past expenditures were prudently incurrea, 
ana whether their recovery is leqally perm.iss~le or whether it is 
prohibited as retroactive ratemaking. According to SoCal, the 
question of prudence should be addressed in the reasonableness 
proceedings and the question of retroactive ratcmaking should bc 
aadressed in this proceeding. 

• 

• 

summary ot DBA's Position 
DRA recommends that the Commission authorize SoCal to 

book into a memorandum account up to $515,000 o·f costs related to 
its hazardous waste cleanup program for the following three sites: 

'a. Up to $l8S,OOO for the olympie Base Towne 
Gas Site. 

b. Up to.$127,OOO for the Dinuba Towne Gas 
Site. 

c. Up to $203,COO for the Venice Towne Gas 
Site. . 

According to DRA, for each of these sites SoCal has 
provided the requisite information conslstinq of a reasonably 
detailed budget, a workplan and justification for the need to 
investigate each site. 

DRA opposes Socal's request to book expenses for other 
sites and projects included in Table A. 

Following is a discussion of the major items of SoCal's 
budget: 
A. Olympic.Base Towne Gas Site 

The olympie Base site investiqation was initiated in 
September 1983 at the request of the Los Ange"les Regional Water 
Quality Control Board (LARWQCB). All investigation activities 
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conducted to date at the site have ~een directed by LARWQCB and/or 
the california Department of Health Services (DHS). 

A Consent Order was issued by DHS to' SoCal in Decem):)er, 
1986 which specifies the key activities and schedules for 
additional work requested at the site. SoCal estimates that 
$136,000 is needed to comply with the Consent Order requirements 
through May 31, 1988. 

DRA recommends that SoCal ~e authorized t~ record up, to 
$l85,000 for the Olympic Base site. DRA's· recommended funding 
exceeds th(~ amounts requested in SoCal's revised budget, because 
ORA does not believe it to be necessary to artifiCially terminate 
the funding for these ,rojects in the middle of the calendar year. 
Therefore, ORA recommends that Socal should be permitted to book up 
to the authorized amount, even if sueh expenditures are incurred 
after June l, 19$$. 
B.' , Dinuba ToWne Gas site 

This site investigation began in 1985· when Socal's 
research of historical records revealed evidence of a ~as plant 
operation at the present location of Socal's Dinuba 'Base. 
Subsequently, an inspection of the base followed by a review of 
property ownership records revealed that contiguous property 
occupied by a church/day-care center with an unpaved playground 
area was once part of the Towne Gas plant site. Socal conducted 
limited sampling of surface and shallow subsurface soils at the 
church property and SoCal' s base in November, 1985-. 

On January 26, 1986, after learning of the contamination 
situation, the Tulare County Health ?epartlnent ordered the day care 
center closed indefinitely_ Subsurface soil contamination was 
independe%),t1y verified by the Fresno District Office of OKS. 

In March 1986, the Central Valley. Regional Water Quality Control 
Board (CVRWQCB) directed SoCal to submit a workplan for 
geotechnical investigations at the church and Dinuba base 
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properties to assess the··effects on qroundwater of prior d:i.sposal 
of waste. 

Since that time, SoCal has been conducting investigations 
at the site under the direction o~ CVRWQCB, and responding to' DRS' 
and TUla~e county Health Department's concerns as well. SoCal 
estimated that $127,000 will ~e needed for investigative work at 
this site through May 31, 19S8. 

ORA aqrees with SoCal's request. 
c. Venice TQWne Gas Site 

This site is a Mutual Interest Site. Towne Gas residues 
were discovered during a 1986 redevelopment project at this former 
gas plant site which SOCal and its predecessor owned for over SO 
years. Edison performed the initial remedial investigation and 
remediation of the site. Site characterization and remediation. 
costs incurred ~y Edison as of the time of SoCal's filing of its' 
application were in excess of $1 million. SoCal was approached as 
a PRP'~y Edison. Edison has filed A.SS-03-013 requesting approval 
to record in a memorandum account certain costs associated with 
cleanup efforts at the venice Towne Gas Site • 

. Due to events occurring after the filing of th~ 
application, SoCal's involvement at this site hasinc~ased 
s~stantially. On June 23, 19S7, SoCal, Edison, and four oth~r 
parties received a summons naming SoCal and the other parties as 
defendants. The plaintiffs are Mitra Farokhpay-Sadeghi and Ali 
sadeghi in Case No. WEC 114575, filed in L.A. county Superior 
Court. 

On July S, 1987, DRS issued Remedial Action Order naming 
SOCal and Edison as·respondents in - Docket No.RSA 87/88-00rRA -
Venice Manufacturing Gas Plant. SoCal has ~een working with Ed!son 
to meet the requirements of the order. On AUg'Ust 31, 1987, the 
Technical Work Plan for Remedial Investigation/Feasibility Study 
(RI/FS) work at one of the parcels of the Venice site was s~mitted 
to DRS for approval. upon the receipt of DRS approval, SoCal and 
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• Edison were required to implement a workplan within ten months, 
incluQing preparation anQ submittal of a remedial investigation 
report within four months anQ a feasibility study within ten 
months. As of the close of the hearings in this proceeding, DRS 

, has not granted. approval for the R:!./FS submitted.. 

• 

• 

According to SoCal, the foregoing events make clear that 
previously unanticipated expenditures will be required to comply 
with DRS' Remed.ial Action Order. Socal estimates its share .of this 
aQditional Investigative Costs for this site to' be $300,000,. of 
which SoCal expects to spend. approximately $200,.000 through May 31,. 
1988. 

DRA agrees anQ recommend.s that Socal be allowed to book 
in the memOranQunl account up to $203,.000 as set forth in Table A. 

Although ORA agrees with Socai's request for costs at the 
Venice site, it does not accept Socal's argument that·0.S7-09-078 
qranteQ Socal authority to begin booking venice costs into the 
interim memorandum account. 0.87-09-078 authorized. Socal to- record 
expenses in a memoranQum account for'new Phase III investigations 
at three specific sites, Colton II;. santa Barbara II,. and Ventura 
II, effective upon submission of certain data. ORA contends that 
since Venice was not named in that order, even though Socal . 
sUbmitteQ'data on the Venice site, Socal was not authorized to 
begin booking Venice costs. However, ORA. ae;rees that Socal may 
begin booking Venice costs from the effective date of this·order. 
D. E1 centro Base 

In early 198~, odorous residues were unearthed during a 
routine underqroun~ gasoline storage tank retrofit excavation at 
Socal's El centro base, a site not previously known to be a Towne 
Gas plant site. Analyses of several soil samples combined with 

,additional historical research site revealed that the site was a 
former gas manufacturing plant location. SoCal took the 
precautions that were necessary for the disposal of the small 
amounts of material that were in the hole needed to- bury the 
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underground tank. After putting the underground tank back in the 
ground with clean soil, SoCal then recognized.that something more 
would have to be done with the Towne Gas residues found at 
El Centro base. 

Thereafter, SoCal retained an environmental consultant to . 
conduct a limited Phase II/III investigation for the gas plant 
residue contamination at the site. The investigation began in 
July, 1986 and was completed in January, 19~7. This preliminary 
investigation provided additional historical ~ackqround on the gas 
plant operation, information on local hydrogeologic conditions, the 
extent of soil contamination as the result of gas plant residues 
and the depth and quality of qroundwater. A final report on the 
preliminary investigation was s~mitted to the Colorado River 
Regional Water Quality Control Board (CR-RWQCB), OHS ~nd Impe~ial_ 
county Department of Health Services in F~ruary 1987. 
Consequently, CR-RWQCB directed Socal to conduct additional field 

• 

investigations prior to developing a remedial actio~ plan for the 
-gas plant residues an~ associated contamination. According to 
socal, plans are presently being completed for the additional 

• 

studies required to meet CR-RWQCB's concerns pertaining to the gas 
plant residues in the soil; and the source, nature, and. extent of 
qroundwater contamination at the site. SOcal projects that $55,000 
is needed for Investigative Costs to comply with the agencies' 
requirements through May 3.1, 1988. 

ORA opposes the request to· ~ook expenses at this site in 
a memorandUln account. According to ORA, unlike the Ol:ympi.c Base 
and Oin~a sites, socal has shown no evidence that it is currently 
conducting or plans to.conduct Phase III work ~t this si~e. ORA 
maintains that Socal's own investigation survey indicates that the 
problem at the site appears to be gasoline or a similar fuel in the 
ground rather than Town Gas residue. ORA believes that the costs 
of investigating or cleaning fuel spills and other related 
operating activities should not be charged to the Towne Gas 
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Program. ORA contends that the Commission has already authorized 
SoCal funds ,in :base rates to cover costs related to. fuel spills and 
natural gas lines. According tQ DRA, these types cf expenses do 
not belong in a ~emorandum account. 
E. ~ Sites 1 and--2 

New sites are potential sites not identified at this 
time. SoCal expects to. :be required to perform investigative work 
at two such sites in the near future. In making its requests for 
booking costs for the potential sites identified as New Sites I and 
II in a memorandum acco\mt, SOCal clai~s the following: 

On April 1, 1987, SOCal received a letter from DHS 
requiring it to provide the location and other information on all 
former Towne Gas sites. DRS is currently reviewing the 
notification packages and other information it has received from 
SoCal on these sites. DRS's, pl~n is·to do some preliminary site 
screening and investi9ation. Results of this activity will be used 
as the basis for developing a program to address Towne Gas' sites • 
If during the prel~nary investi9ation,informatio~ is obtained 
that indicates an immediate concern for public health or the 
environment at a site, DRS ind~catedit will address that site 
immediatGly. As a result of this activity by DHS, SoCal estimates 
that two new sites may start during this period. SoCal does not . 
have specific sites identified, but understands that DRS is looking 
at a variety of factors as part of its preliminary investigation. 
SoCal's experience indicates that DHS is likely tc request SOCal to 
perform certain work in support of OHS's efforts. SOCal expects 
some work at two such sites and has budgeted $100,000 for the these . . 
activities through May 3l, 'l9SS:. 

ORA opposes booking of expenses related to, any sites that 
have not been positively identified (New Sites 1 and Z). According 
to· DRA, Socal has provided absolutely no information by which the 
Commission may monitor the costs, benefits or necessity of 
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~. investigation or cleanup at these sites. ORA points out that SoCal 
at this time does not even know where these sites are. 

• 

• 

F. Santa Barbara n:, Ventura. XX, 
Colton U. Lq§ Angeles XX (Alisol 

At the time of filing A.87-06-021, SoCal anticipated . 
initiating Phase III investigations at the above sites during 1987. 
However, Socal also explained that circumstances could cause the 
schedule for a particular site to· be ad~anced or delayed and the 
scope of Phase III investigations to be either expanded Or reduced. 

While SoCal's tentative plans for the sites it owned 
(Ventura II and Santa Barbara II) together with third party 
contacts at the other two sites (Aliso II and Colton II) indicated 
expenditures might be :o:equired at those sites prior to May 31, 
1988, So Cal has not yet received any.governmental agency or court 
orders or third party demands'requiring imm~diate·action·at any of 
these sites. As a result, Phase III investigation work has not 
been initiated at the Los Angeles ,II site, Colton II site, and 
tho~e portions of the Ventura II sites not presently owned by . 
. SoCal. Howev~r, SoCal has received letters from both california 
Department of Transpor,tation (cal Trans) and Southern California 
Rapid Transit Dis~ict (~D) indicating their intent to seek cost 
recovery from SoCal at the Los Angeles II site. SoCal has reviewed 
and respond~d to those requests as appropriate and has taken no, 
other action to date. socal's liability 1.s unknown at this time. 
However, SoCal believes that it is most likely that claims by 
CalTrans and R~D may be settled through ~egotiations; otherwise 
they will be decided by courts of law. 

A limited amount of Phase III work has been performed at 
the Santa Barbara II site and SoCal' s portion of Ventura II site. 
However, investigations conducted.to .date have been focused on 
those portions of the site owned by Socal that were or would be 

directly affected by con5truction or excavation activities 
resulting from·SOcal's ongoing operations. ~hose investigations 
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have entailed work necessary to determine appropriate safety 
precautions for field personnel and to assure safe handling and 
disposal of g;~s plant residues, if encountered, during the 
excavation. These are ltmited investigative activities as compared 
to the full scale remedial investigations that are on-going at 
Towne Gas si ties such as the Olympic Base, oin~a Base and Venice, 
pursuant to regulatory agency requirements. ,While Socal expects it 
will ultimately incur costs at some or all of these sites, Socal 
has been sucCE~ssful in deferring work to, future budget periods. 

DRA contends that Socal has identified the locations of 
these projects, but little more. According to ORA, none of these 
four sites we,re described in the "application and despite persistent 
inquiry from Socal, ORA was able to obtain only a minimal amount of 
information regarding these projects. DRA points out that SoCal 
has no iln:medi~Lte plans to condUct investigations at any of these 
four sites. The absence of any actual plan to conduct any 
investigation at these sites in the foreseeable future is confirmed 
by Socal's revised budget. This revised budget reduced SoCal's 
request to nothing for the Colton site, $~,OOO for Los Angeles II 
(Aliso), $~3,000 for Ventura, and $47,000 for santa Barbara, with 
no explanation of why it was necessary to expend even these meager 
amounts. 
G. ~rtund Site - HonterQY bx:k Fill 

As mentioned earlier, SOCal has been identified as a 
potentially responsible party (PRP) at one Superfund site - the 
Monterey Park Fill site. SOCal is a member of the Steering 
Committee which consists of the the other PRPs for this site. 'I'he 
Steering Committee. is conducting negotiations with EPA that would 
have the PRPs conduct the cleanup instead of EPA. 

SoCal contends that its ~987 Plan & Budget for the 
Superfund Site was based in part on ,the assumption the Steering 
Committee would sign a Consent Order with EPA in September, 1987, 
and begin conducting Remedial Investigation/Feasibility Study 

,.:\. 
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. 
(RIfFS) work at the site on or about October 1, 19S7. SoCal 
assumes that the,Steering committee members would have to pay some 
portion of the $8 million of EPA's past costs incu-~ed at the site 
soon after signing the Consent Order. 

Socal states that while some of the assumptions have . 
changed,. the estimate of expenditures. for Monterey Park Fill from 
June 1, 1987 through May 31, 1988 reflected in its 1987 Plan and 
Buaget remains valia. since the time of that estimate it has 
become clear that the Steering committee will be unable to reach an 
agreementvith EPA to conduct RI/FS. Accordingly, SoCal agrees 
that the costs associated with supporting that study will not be 
incurred'during this period. So cal contends that the ste.ering 
committee may undertake a less extensive study to assist with the 
PRP's defense, which includes Socal,. in anticipated litigation. In . . 
addition, EPA has advised the Steering committee that it will issue 
special notices pursuant to section 122 (e) of CERCLA, 42 U.S.C. 
§9622(e), where~ EPA will invite the Steering committee members to' 
negotiate an agreement to perform certain tasks. at the site, some 
of whieh may become part of the EPA approved remediation plan •. 
Socal argues that costs previously unplanned tor will need to be 
incurred in order to support these negotiations. According to 
SoCal, if such an agreement is reached, it is possible that some 
remedial costs sueh as leachate management will be incurred during 
the budget period. If n~ agreement is r.eached, it is likely that 
EPA will initiate litigation in this matter, which will cause socal 
to incur defense costs. For these reasons, Socal contenas that . 
although the original assumptions underlying the budget numbers 
have ehanged, it is likely that actual expenditures will 
approximate the amounts contained in the original budget estimate 
during this period., , 

ORA recommends that no Monterey Park Fill expenses be 
booked to the proposed memorandum. account. According to- DRA, SoCal 
has provided only the minimum level of detail in support of this 
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request. ORA contends that these costs primarily support ongoing 
negotiations. According to ORA, these types of costs have been a 
normal part of Socal's operating budget, they have been in base 
rates and they should be in base ra~es. ORA contends that SoCa1 
has offered not a shred of proof to support its claim that these 
expenses are *unfunded* 
H. company Labor, Non-labor 

and Miscellaneous ~nses 

ORA opposes these requested budget items because (1) they 
are not related to specific projects, (2) SoCal has provided no 
explanation of the nature, purpose or necessity of these costs, and 
(3) these costs are probably duplicative of· costs already covered 
by base rates. 
Di'scus~i.9n 

We reaffirm our concerns previously expressed in the PG&E 
and Edison decisions. ~he commission-is convinced that hazardous 
waste cleanup effort is an increasingly important public health 
matter~ While encouraging and supporting sound waste cleanup 
proqr~, it has clearly indicated its wish to balance its concern 
fo~ environmental protection with the protection of utility . 

'ratepayers, who should not be required to- fund unnecessary or 
inefficient cleanup efforts. In particular, the commission has 
stated that it will not allow ratepayers to be used as a source of 
readily available *deep-pocket* financing of cleanup, projects that 
tall within the intended scope of taxpayer tunded cleanup programs. 

Turning to socal' s request for proj eet funding, we agree 
with ORA there i;S no need to terminate the funding for the Olympic 
Base site in the middle of the calendar year. ~herefore, we wi~l 
authorize Socal to record up to $18S,000 o~ expenses inCurred at 
the Olympic Base site in the memorandu:m. account,. even if such 
expenses are incurred after June 1, 1988. We will also authorize 
Socal to book up to $127,000 of expenses incurred at the Dinuba 
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~ Ba~e site and up to $203,000 of expenses at the Venice Towne Gas 
site. 

With regard to El Centro Base site, we note that in its 
February 1987 letter to DRS, SoCal did state that the problem at 
the El c.cntro Base si to appeared to be gasoline or similar fuel in 
the ground rather than Towne Gas residue. Therefore, we conclude 
that these costs should not be recovered as part of the Towne Gas 
program. 

At the close of the hearings, the ALJ requested SoCal and 
DRA to file a late filed comparison eXhibit (Exhibit 11)' outlining 
the parties' positions regarding the amounts to be included in the 
memorandum account. Socal refused to participate in the 
preparation of such an exhibit. The ALJ informed SOCal that he 
will have.to rely on ORA's f~gures in making his recommendations to 
'the Commission.' Table' A shows the information included in Exhibit 
11. . . 

. SOCal has not demonstrated that it has provided all the 
~ necessary information regarding the work to be performed at santa , 

~ 

Barbara II,. Ventura II, Colton II, and Los An'geles II sites., . 
Therefore,. we wil~ not authorize memorandum account treatment for 
expenses at these sites because of the lack of certainty of the 
liability and the precise cost of remedial measures. 

We note that the PG&E decision authorized PG&E $2 million 
in base ,rates for Investigative Costs related to new Towne Gas 
sites at a rate of at least 10 new sites per year (p. 65c, 
D.86-12-09S). Socal's request for funds tor New Sites I and II 
would fall under the same category. SOCal did not request any 
tunds in base rates when it stipulated to the rate making treatment 
tor its hazardous waste cleanup program. By requesting 
authorization tor a memorandum account treatment for the expenses 
at New sites I and II SoCal is circumventing the terms of the 
stipulation. We will hold SOCal to the terms of the stipulation 
and deny Socal's request related to New Sites I and II. 
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Turning to Socal's request for authorization to book into
a memorandum account the expenses incurred at the Monterey Park 
Fill site, we believe that there are too many uncertainties 
associated with the work to be· per~ormed. Before Socal is 
authorized to book any expenses ineurred at the Monterey Park Fill 
site or any other Superfund Site, it will have to' provide specific 
information regarding each such project. Such information should 
conform with the requirements detailed later in this decision in 
the section covering NRatemaking Mechanism* which addresses the 
utility'S need to promptly respond to such matters. We believe 
that it SOCal provides all the required in~ormation witn its 
filing, it will receive t~ely approval to book its costs related 
to. the projects covered by the Superfund Program, thus enabling it 
to be responsive to the demands of EPA. 

With regard to expenses under the category o·f company 
labor, non-labor and, miscellaneous, we agree with ORA that SOCal 
has not provided an adequate explanation of the nature, purpose or 
the necessity of such expenses. There is also a possibility that 
these expenses are covered in Socal's base rates authorized in its 
Test Year 1985 general rate case. It is SoCal's responsibility to 
show that this is not so. SoCa1 has not met that responsibility. 
Therefore, we will not authorize Socal to book these expenses in 
the memorandum account. 

Franchise fees and uncollectibles expenses should be 
added on when the memorandum acco~t expenditures are approved for 
inclusion in rates following a reasonableness review. Since SoCal 
has withdrawn its request for immediate rate relief, we will not 
address these expenses in this proceeding. 
Retroactive Ratemaking 

Socal requests authority to recover $l',.062,500 in 
hazardous waste cleanup progr~ expenses from January 1, 1985 
through May 3l, 1987. ORA argues that recovery of certain past 

-. 
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expenditures is barred by the rule against retroactive ratemaking_ 
SoCal disagrees. 

According to Socal, there is indeed a prohibition against 
retroactive ratemaking, but the prohibition is limited in scope. 
SoCal believes that while Public Utilities (PO') Code seetion 72S 
vests the Commission with power to fix rates prospectively only, 
the California Supreme Court has determined that it is not required 
that each and every act of the Commission operate solely in the 
future, and that the restriction is limited merely to the act of 
promulgating "general rates." (:eacifie Tel. & Tel. CO" v. Publi~ 

Utilities Commission (196S) 62 cal. 2d 634; South~rn cal. Edis2n 
v. Public Utilities Commission (197S) 20 Cal. 3d 813, S16). SoCal 
contends that the Supreme Court found in Pacific Tel. and 
reaffirmed in Edi~ that the rule in general ratemaking is 
legislative in character and looks to the future. In EdisQn the 
Supreme Court found that an order requiring a fuel cost adjustlUent 
clause to operatOe on a recorded basis did not constitute 
retroactive ratemaking beca';J.se rates were being adjusted merely to 
offset Chang-ed fuel costs. 'Retroactive adj,ustment of rates is not 
~rohibited in a ease where the Commission, without waiting until 
the utility'S next general rate case proceeding, determines that 
"there had occurred a significant and not reasonably foreseeable 
change in an item of expense or revenue that, unless taken account 
of, would seriously affect the utility or its ratepayers" (~ity ~~ 
County of San francisco v. Public ~ilities Commission (1985) 39 . 
cal. 3d 523,531). 

SoCal contends that in such a ,case', the commission "need . 
only determine the relevant extraordinary change and. then take 
account of it by adjustinq the utility'S rates to offset the the 
affect of such change,. with all other items 'of expense and revenue 
held constant as estimated in the utility'S most recent rate 
proceeding." (I,g,. ) 
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According to Socal, that is precisely what has occurred 
in the Socal hazardous waste cleanup application. The hazardous 
waste cleanup costs that were expended prior to the instant 
application were not reasonably foreseeaDle, as this entire 
proceeding has made clear. FUrthermore, they were expended in 
large part due to requirements imposed on SoCal by state and 
federal government, and the expenditures could be neither delayed 
nor avoided. SoCal maintains that its hazardous was~e cleanup, 
expenditures were absolutely necessary to begin the work to protect 
the public at larqe and SQcal employees from potential exposure to 
hazardous substances, and to protect the utility and the ratepayer 
from. potential subsequent financial liability. According to" SoCal, 
the amount expended was certainly significant, $1,062,500 by May 
31, 1987, and the failure to expend this amount would hav~ 
seriously affected the ratepayers. 

Socal contends that ORA witnes~ Dietrich made it clear 
that ORA has not examined these costs to determine their prudence • 
According to Socal, ORA has not examined them at all beyond making 
the recommendation that these costs be disallowed in rates because 
their recovery wou~d violate the prohibition against retroactive 
ratemaking. 

Socal maintains that the expenditure of these funds was 
prudent and in the public interest and consistent with the 
quidelines that the Commission is now developing for hazardous 
waste cleanup activities. In fact, Socal arques that it would have 
been impruQent not to have engaged in the cleanup activities in 
question and incurred the associated costs. Therefore, SOCal 
contends that the Co~ission should allow the booking of all past 
expenditures, for recovery in rates following a reasonableness 
review. 

On the other hand, ORA. argues that SoCal's attempt to, 
receive a further rate increase to recover hazardous waste cleanup, 

, . 
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program expenses incurred during the 1985-87 rate case cycle is a 
blatant exercise in retroactive ratemaking and double-recovery. 

ORA agrees that the PG&E decision granted PG&E $2' million 
per year in base rates for investigations and program development, 
including ongoing investigations of Towne Gas sites. 'However, ORA 
maintains that in agreeing to defer the 1988 Test Year general rate 
case, SoCal voluntarily waived its opportunity t~ request an 
increase in base rates (as was granted PG&E) for increased costs, 
if any, which it might incur for investigative work for the Towne 
Gas Sites. According to ORA, the tact that SOCal did not request 
an increase in base rates for hazardous waste expenses does not 
mean that any or all such expenses are "unfunded' either prior to 
January 1, 1988 or thereatter. 

ORA notes that D.84-12-069 in SoCal's 1985 Test Year 
general rate case (A.84-02-02S) adopted, within the overall 
estimate of operatinq expenses, a figure of $30.6 million for 
Account 870, the Supervision and Engineering subaccount of SoCal's 
distribution expenses. It is D~'s position that Acco~t 870 
includes bOth labor and nonlabOr costs relating to socal's 
hazardous waste program. ORA contends that 1'n its 1985 general 
rate case socal specifically requested ~nd received an increase in 
Account 870 because of increased'costs in its hazardous waste 
program.. In support of its contention, ORA. cites Socal witness 
E.L. O'Rourke's testimony in A.84-02-02S1 which describes one of 
the reasons for the requested increase in Account 870 to be: 

HFurther, higher costs associated with the 
handling disposition of toxic substance have 
been included in the 1985 estimate.. These are 

1 The testimony of E. L. O'Rourke is not in the record of this 
proceeding. DRA has provided the testimony in full in Appendix B 
to its.opening brief with a request that the Commission take 

. official notice ot this testimony pursuant t~ Rule 73 of the 
Commission's Rules of Praetice and Procedure • 

. 
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expected to result from increased governmental 
concern and regulation related to toxic air 
pollutants and hazardous waste." 

ORA contends that all expenses related to the increased 
hazardous waste cleanup progr~ have been and continue to be funded 
at the levels authorized by 0.84-12-069. 

With regard to O'Rourke's testimony, Socal contends that. 
ORA is mistaken. According to Se>eal, ORA neglected to exaxnine the 
entire record in its Test Year 1985 general rate case. SoCal 
argues that ORA based its opinion on the direct testimony ot 
O'Rourke regarding Account 870. socal maintains that it is clear 
from the cross-examination on O'Rourke's rebuttal testimony that 
hazardous waste cleanup cost were not included in Account 870 but 
included in a balancing account established for cost of cleanup, 
removal and disposal of poly chlorinated byphenols (PCB). Due to, 
an immediate health'problem posed by PCBs, 'the Commission had 
allowed utilities to recover PCB cleanup costs through balancing 
accounts. 

Returning to the issue of retroactive ratemaking, 
according to ORA, the basic approach of the Commission in 
ratemaking is to take a test year and to determine the revenues, 
expenses, and investments tor the test year. 'l'he test period 
results ~y bo prospectively adjusted in future years to· allow tor 
reasonably anticipated changes in revenues, expenses or othe~ 
conditions (City 0: Los Angeles v. Publie Utilities Commission 
(1972) 7 C. 3d 33l, 346). ORA believes that the stipulation and 
deeision, which covers the test period 198:8 to 1990, was 
prospective.in application. ORA maintains that there is no, 
evid'ence that the Commission intended to authorize any retroactive 
change in expenses or rates during any part of the 1985-1987 rate 
cycle. 

ORA asserts that even if. the Commission had intended to 
allow retroactive recovery of certain hazardous waste costs, it 
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could not legally have done so. According to ORA, it has long been 
settled that the Commission is given the power to prescribe rates 
prospectively only and that the commission could not~ even on 
grounds of unreasonableness, retroactively adjust a rate that has 
formally been found. reasonable by the Com:m.ission. DRA is of the 
opinion that Socal's request to increase rates to reimburse the 
company for costs incurred back to 1985 is a classic example of 
illegal, retroactive ratemaking. 

It is ORA's opinion that the effect of the stipulation 
and 0.87-05-027 is to continue the funding of all Socal operations 
at the levels established in the 1985 test year , adjusted for 
attrition. DRA maintains that SoCal's request for an immediate 
rate increase for costs of its hazardous waste cleanup program in 
this application directly violated Socal's vow that the stipulated. 
settlement of the rate case would not result in a rate increase for 
reasons other than attrition or adjustment in the rate of return. 
DisC!lSsi2D 

We a<]ree with DRA that recovery of the $1.06 million for 
hazardous waste cleanup project expense incurred during the period 
January 1,198$ through May ~1, 1987 is barred by the rule against 
retroactive rulemaking. 

SoCal·correctly points out that in Southern cal .. v. 
Publie utilities Commiss1Qn the Supreme Court found that an order 

, requiring fuel cost adjustment clause to operate on a recorded 
basis did not constitute retroactive ratemaking. However, it is 
important to note th~t the Commission had a ratemaking mechanism in 
place for the recovery.of fuel costs on a recorded basis. No such 
ratemaking mechanism was in place tor SoCal to recover hazardous 
waste cleanup costs for the periOd January 1, 1985 through May 31, 
1987. Therefore, we cannot apply the fuel cost adjustment analogy 
to retroactive recovery of SoCal's hazardous waste cleanup costs. 

Socal may be justified in claiming that its hazardous 
waste expenses were absolutely necessary. However, before 
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incurring the expenses SoCal should have sought Commission 
authorization to establish a rate recovery procedure. It did not 
do so. Therefore, since there was no ratemaking mechanism in 
~lace, socal cannot now legally recover those expenses. 

As requested by DRA, we will take official notice ot the 
testimony provided in SoCal's Test Year 1985 general rate case 
(A.84-02-075). We agree with ORA that it is not clear from the 
review of the tes~imony whether or not the authorized base rates 
did include funds for hazardous waste cleanup efforts. However, it 
was SoCal's responsibility to demonstrate convincingly that the 
expenses were indeed unfunded. SoCal failed to do so. Therefore, 
since it is possible that by authorizing SoCal to book in the 
melllorandwn acco~ts for expenses incurred durin9' January 1, 19$5-
and May 31, 1987, we would be allowing a doUble recovery of those 
expenses. 
Ratemaking Mechanism. 

During the hearing, the 'AL'1 suggested that the parties 
expiore the possibility of recovering costs of hazardous site, " 
cleanup through base'rates. Parties were asked to provide their 
comments on this proposal in their opening briefs. 

The ALJ also asked SoCal to propose a procedural schedule 
for recovery of its hazardous waste cleanup, p~oqram costs. 
Accordingly, SoCal submitted its Exhibit l2, setting forth a 
proposed procedural schedule for the hazardous waste program. 

As stated previously, the PG&E decision distinguishes 
between two general categories of hazardous waste cleanup program 
activity. These categories are generally described as 
Winvestigative and program developmentW and wcleanup or remedial. w 

SoCal believes that as a conceptual matter, it is 
appropriate for investigative. costs to, be included in base rates. 
According to SOCal, these costs are fairly predictable and fairly 
controllable. Therefore, SoCal proposes to place the investigative 
costs in base rates through its next general rate case • 
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Socal opposes applying base rate treatment to remediation 
costs. socal points out that since under nearly all circumstances, 
remediation activity will occur only atter an order has been 
received from a responsible governmental agency, these costs are 
not appropriate for· inclusion on base rates. In addition SOCal 
cites two reasons: First, the need to incur remediation costs can 
develop too quickly tor recovery of such costs through the process 
of authorizing ]:)ase rates. Socal contend.s that a three year rate 
cycle, even with an annual attrition allowance, is simply not quick 
enough to allow for the funding of a project that can. neither be 
avoid.ed nor delayed when ordered by a governmental agency or courts 
ot law. 

Second, Socal believes that the magnitude of remediation 
costs is very difficult to predict. According to SoCal, cost of 
remediation activity for a site may range from only a few thousand 
dollars to up to several million dollars in costs during a l2-month 
period depending on the type of remediation plan that is ordered 
for the site, and the identification of PRPs. SoCal contends that 
the unpredictability of remedial costs makes recovery through base 
rates a riSky proposition for the utility as well as the ratepayer. 

Socal notes that in the event that the Commission decides 
. to have the utility recover all its costs through base rates, 

rather than through a memorandum account outside the context ot the 
general rate case, the advice letter filings for torecasting costs 
WOUld, of course, have to be changed to applications for base rate 
increases, with the necessary additions to the schedule of notice 
and h~aring as required by the Co:mmission's rules. 

In its proposed procedural schedul~, SOCal seeks 
authority to book its hazardous waste program costs into a 
memorandum account by filing a forecast of its planned expenditures 
for the next six month period. Socal's proposed procedural 
schedule is broken down into separate forecast filings for 
investigation costs and for remediation costs, in antiCipation of 
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the commission placing investigation costs into base rates in 
Socal's Test Year 1990 general rate case. 

SoCal claims that its proposed procedural schedule is' 
intended to provide the commission with an appropriate level of 
information at all times, while allowing the proqr~ to proceed 
with a minimal administrative burden for all parties. It is also 
intended to provide a smooth transition to Socal's next general 
rate case. Further, SoCal notes that, in the meantime, the 

inclusion of investigative costs in ~ase rates before its next 
general case would necessitate implementing minor rate changes and 
SoCal is willing to support any etfort to acco~plish the task 
earlier. However, Socal maintains that no gaps be allowed to 
develop in the funding authorization between the- decision that will 
be issued in this proceeding and the decision the Commission may 
issue in subsequent proceedings. 

In its proposed procedural schedule SoCal also requests 
approval to book into a memorandum account any investigative and 
remediation costs at hazardous substance cl~anup sites if one or 
more of the following criteria are applicable: 

1. A court order or an entorceable demand trom 
a governmental agency with responsibility 
for ad:minstration of hazardous waste r -
hazardous sUbstance, or water pollution 
laws.· . 

2. 

3. 

4. 

A demand by a third party coupled with 
SoCa1's own assessment that there is a 
substantial degree of liability exposure 
under the state or federal Superfund law or 
common law. 

A situation where immediate action is 
advisable to avert higher costs at a later 
date that will result trom delay. 

Awareness ot activities by third parties 
that are likely to result in a release or 
in exposure of the public to hazardous 
substance • 
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s. SoCal is identified as a PR? by a federal, 
state or local environmental agency. 

According to Socal's proposal, the recovery in rates of 
these expenses that are booked in the memorandum aceount should be 
aChieve~ through an annual reasonableness proceeding. 

ORA filed its proposed procedural schedule with its 
opening brief. ORA aqrees with SoCal that investigative costs 
should be reviewed in general rate cases and recovered through base 
rates. The major differences between ORA's and $oCal's proposals 
are summarized below. 

ORA believes that SoCal should file a fo~al application 
for each project or a paekage of projects. According to· ORA, at a 
minimum the application must contain sufficient information 
regarding the project so that the Commission may (1) review the 
filing for consistency with the guidelines established in the PC&E 
decision, and (2) monitor the need for the project, the costs of 
the project and the benefits of the clean-up effort • 

ORA recommends that for those projects where socal has 
received a govermnental order, the need for the investiqa:tiQn .. 
should be presumed. According to DRA, Socal should be required to 
file the following information with its applications: 

A. For projeCts that $ocal has been ordered to 
undertaXe by a government agency, the 
application shall include: 

• A copy of the order(s) to undertake site 
work. 

• A detailed work plan and schedule. 

• A detaile~ budget. 

B. For site investigation or cleanup projects 
that SoCal has not been ordered to 
undertaXe, the application shall include: 

• A comprehensive site history and site 
description (to include chain-of
ownership, current and past land use, 
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. 
dates of Manufactured Gas or Towne Gas 
operation, hydrogeology and other 
physical characteristics of site). 

• A statement explaining why Socal 
believes it has potential liability for 
site remediation. 

• A preliminary risk analysis 
(demonstration of enviromnental and/or 
health hazard at the site). 

• A detailed work plan and schedule. 

• A detailed budget. 

• Recor~s of all communications with third 
parties regarding site cont~nation. 

ORA contends that this information will allow the 
commission to monitor the need for the investigation and ensure 
that the project is consistent with the guidelines in the PG&E 
~ecision_ ORA beli~ves that all of its informational requirements 
represent data which should.be readily available to socal from its 
preliminary investigations~ 

ORA proposes the following procedure to process the . . 
application: 

1. Upon receipt of the application containing 
the necessary information, ORA will review 
the application within 30 days. 

2. 

3. 

4. 

If ORA approves the application, 
authorization to book the costs into· a 
memorandum account may be granted on an ex 
parte basis. 

If ORA opposes portions of the 
applications, those disputed costs may be 
set for hearing on an expedited basis. 

Once funds· have been booked into the 
memorandum account, they may be reviewed 
for reasonableness in the subsequent fuel 
offset proceeding-
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DRA contends that its proposed schedule is consistent 
with the guidelines established in the PG&E decision. With regard 
to the procedures proposed by SoCal, DRA argues that these are 
markedly inconsistent with the terms and conditions set forth in 
SOCal D.87-05-027 particularly the stipulation which SoCal promised 
woul~ Nconform preciselyH to the PG&E deei$ion. 

DRA notes tha.t the PG&E decision provides for recovery of 
costs booked into the memorand\U!). account, following review of 
reasonableness in Energy cost Adjustlnent Clause (ECAC) ·proceedings. 
According to DRA, the regulatory equivalent to ECAC review for 
Socal is now the &"'lnual Cost Allocation Proceedings (ACAP). DRA 

recommends that the reasonableness.reviews of SoCal's hazardous 
waste cleanup should ~e conducted in its A~. DRA believes that 
Socal's first ACAP filing in March 1989 will be the appropriate 
proceeding to review the reasonableness of hazardous waste cleanup 
expenses booked into the memorand\U!). account. 
Discussion 

In D.86-12-09S we established a special procedure for 
handling PG&E's hazardous waste cleanup.p_:t:~_gram. .costs. . The. special 
procedure adopted required PG&E to file a formal application for 
approval of funding for each project or a package of projects. 
FUnding for approved projects was to· be booked into a memorandum 
account, to be recovered following review in ECAC proceedinq. We 
adopted a procedure requirinq formal applications, which we 
believed would not slow PG&E's cleanup efforts. 

-Based on our experience with this procedure, we believe 
that the pro~edure needs to be modified in order to. expedite the 
process o~ authorizinq the ~ooking of the hazardous waste cleanup 
program expenses in a memorandUln account. In "this proceeding the 
Commission was required to issue an interim decision to authorize 
SoCal to book certain expenses in a memorandum account. The 
evidentiary hearing in this proceeding dealt mainly with the 
authorization to book in a memorandum account ·the expenses related 
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to the s~mc projects. We believe that this duplication of effort 
should be avoided. 

We are also concerned with the slow progress of this 
proceeding. This decision authorizes the booking in a memorand~~ 
account of the expenses incurred through May 31, 1988: yet it will 
not be effective until after May 31, 1988. 

'While we are interested in streamlining the process of 
approving tunding tor hazardous waste projects, we do not wish to 
provide utilities a "blank check* to book costs for any hazardous 
progran activity at any site. Ideally the process should be 
expeditious and not undermine the ability of the Commission to 
monitor the costs and the necessity of hazardous waste cleanup 
projects. We believe our objectives could,be achieved by adopting' 
the modified procedure discussed below. 

At the outset, before incurring any expenditures, SoCal 
should file an advice letter tor approval of a funding level and 
establishment of a memorandum account whiCh will allow future 
recovery of expenses incurred for a hazardous waste project or 
group of projects. The advice letter should contain the following 
infor.mation: 

A. For projects that Socal has been ordered to 
undertake by a government agency, the advice 
letter shall include: ' 

• A copy of the order(s) or directive(s) to ~ 
undertake site work. 

• A detailed work plan and schedule. 

• A detailed budget. 

B. For site investigation or cleanup projects that 
Socal has not been ordered to undertake, the 
advice letter shall include: 

• A comprehensive site history and site 
description (to include chain-of-ownership, 
current and past land use, dates of 
Manufactured Gas or Towne Gas operation, 
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hydrogeolo9Y and other physical 
eharacteristic$ of site). 

• A statement explaining why Socal believes it 
has potential liability for site 
rel'!l.ed.iation. 

• A preli~inary risk analysis (demonstration 
of environmental ana/or health hazard· at the 
site) .. 

• A detailed work plan and schedule. 

• A detaile& budget. 

• Records of all communications with third 
parties regarding site contamination. 

ORA should review the advice letter and provide comments 
to the Director of the commission Advisory and Compliance Division 
(CACD) within 30 days.. Based on ORA.."s·comments and further review, 
if CACO concludes that the advice le~ter is satisfaetory~ 
author.ization to book expenses in a memorandum account would. be 
qranted through a Commission resolution. If CACO rejects the 
advice letter or portions of the advice letter, those disputed 

~-.-..._ ... ,.,., 0-,... • 

items may be set for hearing .. 
In its proposed schedule ORA proposes to review a 

utility'S application within 30 days. We agree with ORA that it 
will need 30 days to perform an adequate review of the any filing 
related to hazardous waste cleanup program. In order to- allow ORA, 
based on its review, to file a ttmely protest to the advice letter, 
the 20 day protest period for advice letters should be extended to 
30 days for hazardous waste proqr~ advice letters. 

We believe that this procedure will expedite the process 
of project funding approval and will allow the Commission the 
opportunity to screen the utility'S projects in order to ascertain 
the magnitude of costs, the need for cleanup and the benefits to 
the utility, its ratepayers and the general public.. We reiterate 
that in order to receive a swift approval of its ad.vice letter, it 
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. 
would be in the utility's interest to provide with its advice 
letter all the necessary information regarding a project. 

Turning to the question of the procedure for reflecting 
these expenses in rates, the expenses booked in the melnorandum 
aecount will only be recovered after a reasonableness review in a 
separate proceeding. In the PG&E decision we proposed to review 
the reasonableness of h~zardous waste program costs in ECAC 

proceedings. However, based on experience in this procQeding we 
now realize that review of hazardous waste cleanup programs and the 
related expenses is a complex and time consuming process. A review 

, of the reasonableness of hazardous waste cleanup efforts in an ECAC 
proceeding would unnecessarily complicate and delay the proceeding. 
Therefore, we believe that So~l should file a separate application 
requesting rate recovery of its hazardous waste cleanup program 
expenses. SUch. applications shall not be filed more than once a 
year. ' For recovery of expenses incurred at Mutual Interest Sites, 
all utilities involved should file appl~cations t~ allow '. consolidated hearings. 

With regard to the question of recovery of hazardous 

\ 

. waste cleanup expenses through base rates, we note that both SoCal 
'and ORA aqree that investigative expenses should be evalu~~ed in 
general rate case review and included in base rates. We ~qree that 
these costs are fairly predictable and should be included in base 
rates after review in a general rate case proceeding. For example, 
in PG«E's general rate case the cost of investigation at 
manufactured gas plant sites was estimated and inclUded in base 
rates. Therefore, SoCal should request base rate recovery of its 
investigative costs in its next general rate case. 

Hisce1lane.2us 
The PG&E decision ordered PG&E to submit an annual report 

describing all of its hazardous waste cleanup efforts. The first 
such re~rt was due on January 1,. 19aa. ORA contends that this is 
one of the conditions of the peScE d.eeision to· .wh.ieh. SoCal agreeo. to 
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bound, yet SoCnl did not tile such a report on January 1, 1988. 
According to ORA, $oca1 does not intend to- comply wi tb. the 
requirement of an annual report, commencing January 1, 1988; 
instead, SOCal proposes that its reasonableness report of the past 
year and its forecast for ~e tuture year would be s~mitted in 
lieu of the annual report.. DRA. contends that this is not 
satisfactory because the purpose o.f the annual report is to. ensure 
a comprehensive, methodical, cooperative review of all of the 
utility's hazardous w~ste ettorts, not just those efforts which are 
retlected in the memorandum account. 

ORA requests that Socal be directed to· file its first 
annual report no. later than July l, 1988, and thereafter on . . . 
January 1 of 1989 and 1990 .. 

ORA also- proposes that the Commission order an 
environmental audit of Socal's hazardous waste, cleanup program as 
part of the general ·management audit. ORA finds SoCal's current 

• 

program to be inadequate and ill-defined.. Socal did not take a 
position on the proposed audit during the course of these hearings • 

. ·----·SoCal . contends .that while the PG&E decision ordered 

• 

annual reports for PG&E and while annual reports are an essential 
part of the program, the 'commission did not establiSh a January 1 
tiling elate for Socal. Socal believes that there is no. logic in . 
torcinq SoCal into an identi~l tiling. date .. 

Socal maintains that its reporting efferts to. date have 
in fact exceeded any Commission requirements, and Socal's proposed 
procedural schedule fer future tmplementation exceeds this 
requirement. According to. Socal, DRA has ignored the extensive 
report that was tiled as part o.f this application, which described 
Socal's hazardous waste cleanup program in as much detail as any 
regulator could possibly want. socal contenCis that ORA alSo. 
iqnored Socal's procedural recommendations that include, among 
other things, that ~ annual reasonableness report on activities 
which are covered ~y the special memorandun account for progr~ 
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costs will be filed on March 31 ot each year, to cover the previous 
calendar year. SoCal claims that it chose the earliest date that 
it could reasonably be expected to file a report on the previous 
calendar year activities and as a resonable starting day for a 
proceeding that would lead to a rate order that could be 
incorporated by reference in the utility'S annual attrition 
allowance or general rate case for rate implementation. 

Socal disagrees with ORA's recommendation that the annual 
reports be tiled with ORA rather than CACD. SoCal contends that 
given the roles established for ORA and CACD the commission 
appropriately ordered PG&E to file its report with CACO. According 
to Socal, it should also be required to file its report with CACD. 

In~ts reply brief, socal disagrees with DRA's proposal 
that the commission order an environmental audit of SoCal's 
hazardous waste cleanup program as part of the general management 
audit. Socal believes that the annual reasonableness review 
~roceedinq will be adequate for the Commission's need to examine 
SO¢al's program without putting the ratepayers to the additional 
expense of a separate independent audit. 
-Discgssion 

We agree with ORA that requirinq Socal to· file an annual 
report describing all of SoCal's hazardous waste cleanup activities 
will ensure a methodical approach to the cleanup program. However, 
we believe that Socal has furnished a reasonable level of 
information regarding its hazardous waste cleanup program with this 
applieation and that no useful purpose will be served by requiring 
Socal to file, at this time, an annual report by July 1, 1988. 
However, for monitorinq Socal's hazardous waste cleanup activities 
in the future, we will require Socal to tile an annual report 
describing all its hazardous waste cleanup activities during the 
previous year as well as projected activities for the next 12 
months. The report on projected activities should also includo a 
budget for~planned activities. The annual reports shall be filed 
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by March 1 of each year starting in 1989. The March 1 date will 
give socal the opportunity to report on its activities for the 
prior calendar year, instead of partial year as would be case if it 
was required to file on January 1. 

With regard to which Division should receive the report, 
we note that such reports are routinely filed with the Director of 
CACD. However, since ORA will be responsible for reviewing SoCal's 
hazar~ous waste cleanup efforts, a copy of the report should be 
filed with the Director of ORA. 

We think ORA's proposal that an environmental audit of 
SoCal's hazardous waste cleanup activities ~e ordered has some 
merit. However, it would be inappropriate to order such an audit 
before eetermininq if the annual reasonableness review proceeding 
will provide the necessary examination of SoCal's program. 
Therefore, We will not adopt ORk's proposal at this time. 

Finally, we note that SoCal seeks approval of its 
hazardous waste cleanup program. We note that SoCal's schedule and 
plan for cleanup of hazardous waste appears to be reasonable and in 
general accord with the guidelines set forth in the PG&E decision 
(p. 6Sc, 0.86-12-09$): 

progra:m. 

""PG&E should give first priority, of course, to 
projects which it is ordered to clean up by 
government agencies and the courts. The 
utility shall give second priority to' sites 
which pose a significant p~lic health threat 
and are in the utility'S rate base. Projects 
which the utility does not own should not be 
funded,unless PG&E has been ordered by the 
court or a government agency to cleanup such 
sites because they pose a significant health 
hazard to the pUblic."" 

Therefore, we approve SoCal's hazardous waste cleanup 

Comments on the Proposed Decision 
SoCal, PG&E, and DRAhave filed comments on the ALJ's 

proposed decision. ORA has also- filed a response to- Socal's 
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comments. Based on our review, we believe that the following 
modification to the decision, other than correction of errors and 
omissions should be made: 

Te:r:;mination Pate tor R£cOXding Of ExpQnses. 

The proposed decision states the following regarding the 
budget at the Olympic Base site: 

N(w)e agree with ORA there is ~o need to 
terminate the funding tor the OlympiC Base site 
in the middle of the calendar year. Therefore, 
we will authorize SoCal to· record up to 
$185,000 of expenses incurred at the Olympic 
Base site in the memorandum account, even if 
such expenses are incurred atter June 1, 1988.N 

While the proposed decision adopts this position for the Olympic 
Base site, it leaves open the question of whether this rule would 
apply to other projects tor which funding is authorized. 

SoCal and ORA request that the Commission clarity that 
for all three sites for which SoCal is authorized to book expenses, 
SoCal may book such expenses up to the authorized amount, eVen if 
such expenses are incurred after June 1, 1988. 

We agree. Accordingly, authorize SoCal to record up to 
$127,000 for the Oinuba Towne Gas Site and up to $203,000 tor the 
Venice Site in the memorandum account, even if such expenses are 
incurred atter June 1, 1988. 

Interest on MemOrandum Aeeogn~ 
Socal points out that the decision does not discuss the 

issue of interest on the memorandum account. SoCal requests that 
the same interest rate be adopted tor amounts carried in this 
memorandum account as in the other accounts that the utility 
carries on its books, i.e., the interest rate applicable to- the 
Consolidated Account Mechanism (CAM) accounts. SoCal contends that 
its request for interest on the memorandum account is consistent 
with Commission poliey. In support ot its position, SoCal cites 
the Edison decision (0.87-12-6&) which authorized Edison t~ accrue 
ECAC interest rates for Edison's hazardous waste cleanup· expense 
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memorandum a~count. Socal also contends that ORA, throuqh a 
st~tement of counsel, supports the use o~ ~ interest rates ~or 
the memor~ndum account. 

Al though the PG&E decision is silent on the sub:) ect of 
interest on the memorandum account, it has been Commission poliey 
to allow utility to accrue ECAC or ~ interest rates on balancins 
accounts. Our review of the record (Tr.·.-4/330) also, reveals that 
both Socal and ORA agree that ~ interest rates should be applied 
to the memorandum. Therefore, we will allow SoCal's memorandum 
account to accrue interest ·at the CAM interest rate. 

Accordinqly, we will modify Orderinq Paragraph 3 (new 
Ordering Paraqraph 4) as follows:' 

W3. SoCal shall book its hazardous waste 
cleanup costs in the memorandum account only 
after receiving authorization to' book such 
expenses. Such authorization shall be 
requested on a project-by-project basis. The 
memorandum account shall accrue interest at 
SoCal's CAM interest rate. H 

Ordering Paragraph § 

Orderinq Paragraph & reads as follows: 

wFollowing the filinq of SoCal's annual report, 
Socal shall file an application for a 
reasonableness review of expenditures on 
projects that have been completed, and which 
should be included in rates. SoCal shall file 
this application no later than 60 days after 
filing its report. The application shall be 
filed annually commencing in 1989. H 

$ocal raises two concerns regarding this ordering 
paraqraph. 

" .... , .. :~ .. ,~ 

First, So cal requests that the application for 
reasonableness review should include a review of all expenditures 
for the prior calendar year, not just the expenses tor completed 
project, and that approved expenses should be included in rates as 
appropriate after the reasonableness review is completed. Socal 
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contends that if this modification is not made, SoCal will have to 
wait till each project is completed prior to the filing of the 
reasonableness review application.SoCal believes, that requesting 
rate relief for a project only after it is completed 'Would pose the 
following problems: 

o It is likely that hazardous waste management 
projects may last over sever.al years, which 
could lead to large amounts 'of money being 
accrued in the memorandum account. 

o It will be difficult to effectively review 
activities that have taken place several 
years previously. 

o Most projects will not come to sudden halt 
with an accompanying end to expenditures. 
Some expenditures connected with remedial 
projects may continue even after the major 
work has been completed. 

ORA has addressed this issue in its response to SoCal's 
comments. While ORA agrees in prinCiple with SoCal's proposal tor 
annual reviews of all expenditures, it is concerned about SoCal's 
refusal to furnish complete information regarding' expenses incurred 
on grounds that disclosure to the commission Nwould unduly 
jeopardiZe the position of SoCal in pending and anticipated future 
litigation and administrative proceedings. N Therefore, ORA 
recommends that if SoCal wishes the benefit of annual 
reasonableness review of on-going projects, it should be required 
to provide the Commission with all ~e information relevant to the 
costs under review. 

We believe that SoCal has provided convincing reasons to 
authorize annual reasonable review of costs of on-going projects. 
However, we share ORA's concern about Socal's refusal to furnish 
complete information regarding the expenses on whatever grounds. 
Therefore, in order to qualify any expenses' for, rate relief, we 
will require SoCal to furnish all the information necessary to 
establish the reasonableness of the expenses_ Failure to provide 

' . 
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the necessary information will result in denial of rate relief for 
the expenses in question. On the other hand,. if socal believes 
that disclosure of information relatinq to an on-going project 
could jeopardize its position in other pending proceedinqs, it 
should request rate relief for sucn projects only after the 
projects are completed and all alleged danger from disclosure has 
passed. Therefore, we will authorize Socal t;o request reasonable 
review and rate relief for expenses for on-goinq projects. Such 
authorization will be subject to· conditions discussed above. 

Socal's second comment regarding Ordering Paraqraph 6 
relates to the timing of the annual filings. SoCal contends that 
while the filinq ot the reasonableness review application no later 
than 60 days after the filing of the annual report poses no 
pro~lem, there is a potential problem if the commission adopts 
Socal's recommendation for reasonableness reviews covering expenses 
on an annual basis rather than on a project completion basis. 
Accordinq to Socal, as currently written the proposed decision 
would create a time gap during which Socal cannot file for rate 
recovery. SoCal points out that it would be required to make its 
first annual filing in 1989. SoCal contends that while this filing ~ 
would cover expenses for calendar year 198:8., it would fail to cover 
the expenses booked into the memorandum account authorized by this 
decision. In order to address this problem,. SoCal suggests that 
the rate relief requested in its A.SS-O~-070 (tiled March 31, 1988) 
which covers the period from June 1, 198.7 through December 31, 
198.7, should be consolidated with the filings to be made in 1989. 
SoCal believes that this course of action would be administratively 
more efficient. 

We believe that it would be prudent to consolidate the . 
$1.6 million rate increase request in A.88-03-070 with SoCal's 1989 
application for reasonableness review. Therefore, we'will deter 
action on A.8S-03-070'until Socal.files its 1989 application for 

.' \ 
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reasonableness review. The two proceedings will be processed on a 
consolidated basis. 

In order to address the above changes to the procedure 
for filing an application for reasonableness review, we will modify 
Ordering Paragraph 6 (new Ordering Paragraph 7) as follows: 

6. Following the filing of SoCal's annual 
report, So cal shall file an application for a 
reasonableness review of expenditures incurred 
during the previous year, and which should be 
included in rates. SoC~l shall file this 
application no later than 60 days after filing 
its report. The 'application shall be filed 
annually commencing in 1989. 

'O'tility's Response to DRA's 
Comments on the Advi~~ Lette~ 

The proposed r~temaking procedure allows ORA a ZO-day 
period to provide comments on the advice letter to CACO. According 
to the procedure, based on ORA's comments and further review, if 
CACO concludes that the advice letter is satisfactory, 
authorization to book expenses in a memorandum account would be 
granted throuqh a Commission resolution. If CACO rejects the 
advice letter or portions of the advice letter, those disputed 
items may be set for hearing-

PG&E believes that prior to CACO's determination of 
acceptance or rejection of the advice letter in whole or in part, 
the proposed procedure should provide a meChanism for a limited 
response by the utility to issues raised by the ORA in any protest 
filed. Therefore, PG&E requests that a utility be granted a lO-day 
period following ORA's submission ot comments for submission of a 
response, primarily to clarity potential documentation problems or 
other issues. PG&E contends that under the new advice letter 
approach with predetermined informational requirements~ the 
potential for prompt resolution of issues raised by ORA or other 
parties regarding the advice letter tiling is greatlyenhaneed • 
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We agree that allowing a utility to respond to ORA's 
comments would facilitate the resolution of issues raised by DRA.. 
Therefore, we will re~ire ORA to provide its comments to the 
utility and will allow the utility 10 days to provide CACO its 
response to ORA's comments. SUch response shall be confined to 
addressing factual or legal issues raised by ORA~s comments, and 
shall not address new issues. 'rhis :matt"~ S.s addressed in our 
order. 
lindings of Fact 

1. Socal seeks to book $2.424 million costs of certain 
hazardous waste cleanup projects in a memorandum account. 

2. ORA recommends that SoCal be allowed to book up to 
$515,000 for investigative costs incurred for three specific 
projects - Olympic Base Towne Gas site, Dinuba Towne Gas site, and 
the Venice site. 

3. In order to monitor the costs and review the necessity of 
hazardous waste projects a utility needs to provide the commission 
with a certain minimum information. 

4. SoCal has provided the necessary information for the 
three projects recommended by ORA. 

5. SoCal has not provided the necessary information for the 
other projects it seeks funding for. 

6.. Socal requests to book in the memorandum account the 
hazardous cleanup costs incurred by Socal during January 1, 1985 
through May 31, 1987. 

7. 50Cal has failed to demonstrate that it has not already 
received allowance in rates granted in its 'rest Year 1985 general 
rate proceeding to cover administrative and preliminary 
investigation costs related to hazardous waste cleanu~ program. 

S. No ratemaking mechanism was in place for recovery of 
hazardous waste cleanu~ costs during the period January 1, 1985 
through May 31, 1987 • 

- 46 -



• 

• 

•• 

A.87-06-021 ALJ/AVG/tcq 

9. 
handling 

10. 

The PG&E decision established a special procedure 
PG&E's hazardous waste cleanup, program costs. 

0.87-05-027 made applicable to SoCal the special 
ratemaKing procedure tor handling ot hazardous waste cleanup 
program costs adopted in the PG&E decision. 

for 

11. The special procedure adopted required PG&E to file a 
formal application for approval of funding for each project or 
package of projects. Funding for the approved projects was to be 
booked into a memorandum account, to be recovered following a 
reasonableness review in its ECAC proceeding. 

12. The special procedure adopted-in the PG&E decision needs 
to be modified to make it more efficient. 

13. The modified procedure set forth in this order will 
achieve the objective of streamlining the process of handling 
hazardous waste cleanup program costs. 

14. A separate hazardous waste cleanup program cost 
reasonableness review proceeding will relieve ECAC proceedings from 
having to deal with an additional complex issue. 

15. The PG&E decision ordered PG&E to submit an annual report 
describing all of its hazardous waste cleanup efforts. The first 
such report was due on January 1, 1988'. 

16. ORA recommends that SoCal be directed to file its first 
annual report no later than July 1, 1988., and thereafter on 
January 1 of 1989 and 1990. 

17. .SoCal proposes that its annual report on hazardous waste 
cleanup activities covering previous calendar year be filed on 
March 31 of each year so that it can include the activities for a 
full prior calendar year. 

18. Socal has furnished a reasonable level ,of information 
regarding its hazardous waste cleanup program activities to' satisfy 
the requirements of the annual report ordered tor PG&E. 

19. No useful purpose will be served by requiring SoCal to 
tile an annual report by July 1, 1988 • 
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20. Requiring SoCal to ~ile an annual report describing its 
hazardous waste cleanup activities during the previous year as well 
as proj ected acti vi ties tor the next l2: months by March 1 o:f each 
year starting in 1989 will allow the com:niss'ion to- monitor the 
program. 
CODclusions of Law 

l. For hazardous waste cleanup pr'o'gram expense,. SoCal should 
be allowed to book up to $l8.S.,OOO tor the Olympic Base site,. 
$127,000 tor the Dinuba Base site,. and $203,000 tor the Venice 
site. 

2. SOcal should not book any hazardous waste cleanup, costs 
ineurred during the period JanuarY l,. 1985 through May 31, 198.7. 

3. The modified ratemaking procedure ~or handling hazardous 
waste cleanup program costs set :forth in this decision should be 
adopted. 

4. Recovery of the haz,ardous waste expenses incurred during 
January l, 1985 through May 31, 1987 would constitute retroactive 
ratemaldng. 

S. SoCal should file an annual report describing its 
hazardous waste cleanup aetivities during the previous year by 
March 3l of each year starting in 1989. 

6. SoCal should :file an application tor an annual reasonable 
review of completed projects so that expenses that are reasonably 
incurred may be reflected in rates. 

7. SoCal should not receive in rates additional expenses to 
cover preliminary investigations since such recovery would result 
in retroactive ratemaking. 
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ORDER 

rr XS ORDERED that: 

l. Southern Calitornia Gas Company (SoCal) is authorized to' 
book in the memorandum aeeount establiShed by D.87-09-078 the 
expenses related to the tollowing hazardous waste cleanup- projects: 

a. Up to ~185-, 000 for the Ol):1n'Pic Base Towne 
Gas site. 

b. Up to $127,000 tor the Dinuba Towne Gas 
Site. 

c. Up to $203,000 tor the venice site. 

2. Betore incurring- any expenditures, SoCal shall tile an 
advice letter tor approval ot funding tor a hazardous waste cleanup 
project or group of projects. The advice letter shall contain the 
following- information: 

A. For projects that SoCal has been ordered to 
undertake by a gove~ent agency,. the advice 
letter shall include: 

• A copy of the order(s) QrdireetiyeCs) to 
undertake site work. -

• A detailed work plan and sehedule. 

• A detailed budget. 

B. For site investigation or cleanup projects 
that Socal has not been ordered to undertake, 
the advice letter shall include: 

• A comprehensive site history and site 
description (to include chain-of-ownership, 
current ana past land use, dates of 
Manufactured Gas or Towne Gas operation, 
hydrog-eology and other physical 
characteristics of site). 

• A statement explaining why SoCal believes 
it has potential liability for site 
remediation. . 
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• A prel~inary risk analysis (demonstration 
of environmental and/or health hazard at 
the site)~ 

• A detailed work plan and schedule. 

• A detailed budget. 

• Recorcis o~ all communications with third 
parties reqardinq site eon~ation. 

3. ORA shall review the advice letter and file comments on 
it with the Oirector of CACO within 30 days of the filing of the 
advice letter. ORA shall provide a eopy of its eomments to Socal 
and to anyone wh~ requested service of SOcal's advice letter. Any '. responses to ORA's comments shall be filed within 10 days of the 
filinq of ORA's comments. The responses to OR)~'s comments shall be 
filed with the Director of CACO and shall be confined to. addressing 
factual or legal issues raised by DRA's comments, and shall not 
address new issues. 

4. Socal shall book its hazardous waste cleanup costs in the 
memorandum account only after receiving authorization t~ book such 
expenses. Such authorization shall be requested on a project-by
project basis. ~he memorandum aecount shall acerue interest at 
Socal's CAM interest rate. 

S. By March 1 of each year starting in 1989, Socal shall 
file an annual report describing its hazardous waste eleanup 
activities during the previous calendar year as well as projected 
activities for the next 12 months. The report should be filed with 
the Director of CACO and a copy should be tiled with the Director 
of ORA. 

6. until such time as its next general rate case, Socal 
shall not be awarded revenue increases in base rates to cover 
administrative a,nd preliminary investigation expenses tor its 
hazardous waste cleanup proqram~ 

7. Following the filinq of SoCal's annual report, Socal 
shall file an application for a reasonableness review of 
expenditures incurred during the previous year, and which should be 

oJ \ 
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includ.ed in rates. SoCal shall file this application no later than 
60 days after filing its report. The application shall be filed 
annually commencing in 1989. 

8. This proceeding is terminated. 
This ord.er is effective today. 
Dated JULl2' 1988' , at San Francisco, california • 

. " 

- Sl -

STM"LEY·W. HUl..'E1T 
·~t 

DONALD'''w'!AL' .. 
FltEDERlClC:R. DUDA 
c.. MITCHELL· \VII.K 
JOHN :a OHANIAN 
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~ have entailed work necessary to 
preeautio'ns for field personnel 

determine appropria e safety 
handling and 

• 

• 

disposal of gas plant residues, if encountered, 
excavation. These are limited investigative a 
to the full scale remedial investigations tha 

ivities as compared 
are on-going at 

Towne Gas sites such as the Olympic Base, 0' Uba Base and Venice, 
pursuant to regulatory agency requirements While Socal expects it 
will ultimately incur costs at some or a of these sites, SoCal 
has been successful in deferring work t future budget periods. 

ORA contends that SoCal has dentified the locations of 
these projects, but little more. Ac rding to ORA, none of these 
four sites were described in the ication and despite persistent 
inquiry from Socal, ORA was. able obtain only a minimal amount of 
information regarding these proj cts. ORA points out that SoCal 
has no immediate plans to cond t investigations at any of these 
fou: sites. The absence of actual plan to conduct 'any' 
investigation at these site~ in the foreseeable future is confirmed 
by'socal's revised budget. This revised budget reduced socal's 
request to nothing for th colton site, $1,000 for Los Angeles II 
(AlisQ), $13,000 for Ve for Santa Barbara, with 
no explanation of why' was neces~ry to expend even these meager 
amounts. 
G. 

As mentio ed earlier, SoCal has been ,identified as a 

committee which 

ible party (PRP) at one SUperfund site - the 
site. Socal is a member of the Steering 

onsists of the tl;.e other PRPs for this site. The 
ee is conducting negotiations with EPA that would 

onduct the cleanup instead of EPA. 
Steering 

contends that its 1987 'Plan & Budget for the 
Superfund si e was based in part on the assumption the Steering 
Committee 
1987, and 

aling would sign a consent Order with EPA in September, 
egin conducting Remedial Investigation/Feasibility Study 
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• to the same projects. We believe that this d.uplicatio 

• 

'. 

should. be avoided.. 
We are also concerned with the slow prog:z:,ess of this 

proceedinq_ This decision authorizes the bookin~in a memorandum 
account of the expenses incurred through MayZ' 19s.s.~ yet it will 
not ~e effective until after May 31, 1988. 

While we are interested in stream ning the process of 
approving funding for hazardous waste proje'cts, we do not wish to 
provide utilities a "blank cheek" to bookicosts for any hazardous 

I 

program activity at any site. Ideally the process should be 
exped.itious and. not undermine the abi~ty of the Commission to 
monitor the costs and the necessity of hazardous waste cleanup, 
projects. We believe our objectives' could be achieved by adopting 
the modified procedure discussed ~'lOW. " 

At the outset, before incurring any expend.itures, SOCal 
should file an advice letter for/approval of a funding level and 
establishment of a memorandum ~~count which ~ill allow ~ture 
recovery of expenses incurred/tor a"hazardous waste project or 
group of projects. The advide letter should contain the following 
information:· /. 

A. For'projects that SOCal has been ordered to 
undertake b~ ;t government agency,. the advice 
le~ter sha17include: 

• A COPY7 the order(s) to undertake site 
work. 

• A deta led work plan and schedule. 

• A detailed. budget. 

B. For Si~ investigation or cleanup projects that 
socal ,has not been ordered to undertake,. the 
advice letter shall include: 

• ~compr~ensiv~ site history and site 
d.eseription (to· include chain-of-ownership, 

!current and past land use,. dates of 
/Manufactured Gas or Towne Ga$ operation, 

/ 
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by March 1 of each yeor starting in 1989. Tll.e March Lil1 
give Socal the opportunity to report on its activit~ for the 
prior calendar year, instead of partial year as wotld be case if it 
was required to file on January 1. ~ 

with regard tC) whiCh Division shoul~cceivc the report, 
/ 

we note that such reports are routinely filed with the Director of 
CACO. However, since ORA will be respons~e for reviewing SoCal's 
hazardous waste cleanup efforts, a copy ~ the report should be . 
filed with the Director of ORA. . .. ;1 

We think DRA'~ propo~al tha~an environmental aUQit of 
SoCal's hazardous waste cleanup act~/ities ~e ordered has some 
merit. However, it would be inapprbpriate t~ order such an audit 
before determining if'the annual 'ea;on~leness review proceeding 
will provide the necessary ex~ation of SoCal's progr~. 

. I 

Therefore, we will not adopt .D~'s proposal at'this time. 
, Finally, we note th/t SoCal seeks approval of its 

I ' 
hazardous waste cleanup program. We note that Socal's schedule anQ 
plan for cleanup of ha'zardotis waste appears to boa reasonable and'in 

I 

general accord,with the'~delines set forth in the PG&E decision 
(p. 6Sc, 0.86-12-095): ~ 

*PG&E should give first priority, o·f course, to 
projects which it is ordered to clean.up by 
government agencies and the courts. The 
utility sh~~l give second priority to sites 
which pose a significant pUblic health threat 
and are in/the utility'S rate ~ase. Projects 
which the/utility does not own should not ~e 
funded ~ess PG&E has been ordered by the 
court or/a government agen~ to cleanup such 
sites because they po~e a s~gniticant health 
hazard/to the public.* 

There~re, we approve Soca1's hazardous waste cleanup 

/ program. 
FindiDg$ Of Fact 

1. So~l seeks to book $2.424 million costs, of certain 
hazardous wadte cleanup projects in a memorandum account. 
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./' 
2. DRA recommends that SoCal be allowed to book up to-

'" $515,000 for investigative costs incurred for three spe2'JifiC 
projects - Olympic Base Towne Gas site, Dinuba Towne Gas site, a~d 
the Venice site. ..~ 

3. In order to monitor the costs and revie~the necessity of 
hazardous waste projects a utility need~ to, pr7v'~e the Commission 
with a certain minimum information. . 

4. Socal has provided the necessary in.tormation for the 
three proj ects reco:m:mended by DRA. ' / 

5. Soca.l has not provided the necessary information for the 
other proj ects it seeks funding for. / 

6. Socal requests to book in the! memorandum account the 
hazardous cleanup costs incurred by scfcal during January l, 1985 

through May 31, 1987. ~". 
7. SOcal has failed to demonstrate that it has not alread? 

received allowance in rates ~antld in its Test Year 1985 general 
. ~- / 

rate', proceeding to cover adlninistrative and preliminary 
- I 

investigation costs.related 'tojhazardous waste cleanup program. 
8. No ratemaking mechanism was in place for recovery of 

Ii· hazardous waste cleanup costs dur ng the per~od January 1, 1985 
through May 31, 1987. / 

9. The PG&E decision established a special procedure for 
handling PG&E's hazardousfwaste cleanup proqra:m costs. 

10. D.87-05-027 m/de applicable to SoCal the special 
ratemaking procedu~e fir handling of hazardous waste cleanup 
program costs adopted/in the PG&E decision. 
. 11. The speciaj procedure adopted required PG&E to file a 

formal application for approval of funding for each project or 
package of projects. FUnding for the approved projects was to be 
booked into a memdrandum, account, to- be recovered following a 
reasonableness r~view in its ECAC proeeedinq. 

12. The sllecial procedure adopted in the PG&E decision needs 
to. be mOdified 0. make it more efficient • 
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. 13. The modified procedure set forth in this order will . 
achieve the objective of stre~lining the process of handling 
hazardous waste cleanup' proqram costs. 

14. A separate hazardous waste cleanup proqram cost 
reasonableness review proceeding will reliev~ ECAC proce aings from 
having to deal with an additional complex issue. / 

15. The PG&E decision ordered PG&E to submit a~nnual report 
describing allot its hazardous waste cleanup etfo~. The first 
such report was due on January 1, 19S5. ~ 

16. ORA. recommends that Socal be directed / 0 tile its tirst 
annual report no later than July l, 1988, and thereafter on January 
1 o~ 1989 and 1990. ~' 

l7. Socal proposes that its annual report on hazardous waste 
cleanup activities covering previous calend~r year be filed on 

,MarCh 31·ot.each year so that it can incl~e the activities for a 
full prior calendar year. /' . 

l8. 50Cal has furnished a reasonable level of information 
regarding its hazardous waste cleanup;proqram activities to satisfy 
the requirements ot the annual report ordered tor PG&E. 

19. No useful purpose will be~served by requiri~q,SOCal to 
tile an annual report :by July 1, 1,988.' 

20. Requiring socal to t"ilel an annual report describing its 
hazardous waste cleanup activit~s during the previous year as well 

, as projected activities tor tht! next l2 months by March 1 of each 
year starting in 1989 will aliow the Commission to monitor the 

program. /' 
~onclusions of Law 

l. For hazardous waste cleanup program expense, SoCal should 
I ' 

be allowed to book up to $l85,000 for the Olympic Base site, 
I 

$127,000 for the Oinuba Base· site, and $203.,000 tor the Venice 
site. / 

2. Socal Should/not book any hazardous waste cleanup costs 
incurred during the period January l, 1985 through May 3l, 1987. 

I 
I 

/ 
/ 
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3. The modified ratemaking procedure for handlinq haz~~s 
waste cleanup program costs set forth in this decision Shou-t'd. be 

adopted. • . / . 
4. Recovery of the hazardous was.te expenses l.ncurred durl.ng 

January 1, 1985 through May 31, 1987 would constitute/retroactive 
ratemaking. ;I 

s. Socal should file an annual report describing its 
hazardous waste cleanup activities during the P~ViOus year by 
March 31 of each year starting in 1989. I 

6. Socal should file an application fOIl:' an annual reasonable 
review of completed projects so that e~ense's that are reasonably 
incurred may be reflected in rates. ~ 

7. socal should not receive in rales additional expenses to 
cover preliminary investigations ~ince~ucn recovery wou14 result 
in x:etroactive ratemaking' /" 

ORDER 

IT IS ORDERED that: . . / . 

1. Southern california Gis Company (Socal) is authorized to 
book in the memorandum account~establiShed by 0.87-09-078 the 
expenses related to the following hazardous waste cleanup projects: 

a. Up to $lSS,.OOO/for the Olympic Base Towne 
Gas site. / 

:b. ~ to $127 '1000 for the Dinuba 'I'owne Gas 
Sl.te. 

c. Up to S203( 000 for the Venice site~ 

2. Before incurrIng any expenditures, SoCal shall file an 
advice letter for approval of funding for a hazarCious waste cleanup 
project or g'roup of p~ojects. The advice letter shall contain the . / 
following information: 

/ . 
A. For proJects that Socal has been ordered to 

undertake :by a government agency, the 
app~cation shall include: 

• ,/ 
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• A copy of the oraer(s) to unaertaXe site 
work. 

• A detailea work plan and schedule. 

• A detailea budget. 

B. For site investigation or cleanup projects 
that SoCal has not been ordered to underta~e, 
the application s~all include: ~ 

• A comprehensive site history and s~te 
description (to include chain-o:e-~ership, 
current and past land use, dates/c,f 
Manufactured Gas or ~owne Gas o~eration, 
hydrogeology and other physica~ 
characteristics of site) • / 

• A statement explainino/ why ~cal believes 
it has potential liab~litY;ffor site 
remediation. I 

• A preliminary risk analysis (demonstration 
of environmental and/or health hazard at 
the site). / 

• A detailed work Plan/and schedule. 

• A detailed- bUdget! ... 

• Records of all communications with third 
parties regarding site contamination.'" 

/ 
3. SoCal shall book itS/hazardous waste cleanup, costs in the 

memorandum account only atte~receivin9 authorization to book such 
expenses. Such aUthOrizatj·o shall be requested on a project-by
project basis. 

4.. By March ~ of each year startinq in 1989,' SOCal shall , 
tile an annual report desbribing its hazardous waste cleanup 
activities during the ptevious calendar year as'well as projected 
activities. tor the ned J.2 months. 'rhe report should be filed with 

I 
the Director of CACO and a copy should be tiled with the Director 
of, ORA • 
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/ 
the necessary intormation will result in ia1 ot rate reliet for 
the expenses in question. On the other nd, if SoCal :believes 
that disclosure ot information relatinq 0 an on-going project 
could jeopardize its position in othe pending proceedings, it 
should request rate relief for such ojects. only after the 
projects are completed and all alleied danger from disclosure has 
passed. ~herefore, we will autho~~e socal to request reasonable 
review and rate relief for expen es for on-goinq projects. Such 
authorization will be sul:>ject t . conditions discusseo. ~ove. 

regaro.ing oro.ering Paragraph 6 
relates to the timing of the nnual filings. SoCal contends that 
while the filing' ot the reas nableness review application no later 
than 60 days after the fil' q of the annual report poses no 
problem, there is a poten al problem it the Co~ission ao.opts 
SoCal's recommendation to reasonableness reviews covering expenses 
on an annual basis rathe than on a project completion basis. 
According to SOCal, as urrently written the proposeo. decision 

during which SoCal cannot file for rate 
recovery. out that·it would be requireo. to make its 
first annual filing Socal contends tht while this filing 
would cover expense for calendar year 1988, it would fail to cover 
the expenses booked into the memorandum account authoriz~d by this 
decision. In ora.e to address this problem., SoCal suggests that 
the rate relief r quested in its' A.8S-03-070· (filed March 3l, 1988) 
which covers the 
1987, should be 

SOCal believes 
more 

eriod from June l, 1987 through Oecember 31, 
onsolidated with the filings to be made in 198·9. 
at this course of action would be administratively 

We lieve that it would be prua.ent to, consolidate the 
$1.6 million rate increase request in A.88:-03-070 with SoCal's 198'9 
application for reasonableness. review. Therefore, we will defer 
action .8S-03-070 until SOCal files its 1989 application for 
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/' 

// 
s. Until such time as its next qeneral rate case,/Socal 

/' 
shall not be awarded revenue increases in base rates;~o, cover 
administrative and preliminary investigation expense~ for its 
hazardous waste cleanup program. // 

6. Following the filing of SoCal's annua~ report, SoCal 
shall file an application for a reasonablenes£ review of 
expenditures on projects that have been com~leted, and which should . / 
be included in rates. So cal shall tile this application no later 

/ 

than 60 days after filing its report/The application ~hall be 
filed annually commeneing in 19S9. 

7. This proceeding is terminated. 
This order is effective;£oday. . 
Dated / , at san Francisco·,. California. 
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• A preliminary risk analysis (demonstr 
of environmental andfor health hazar 
the site;. 

• A detailed work plan 

• A detailed Dudget. 

• Records of all communicatio 
parties reg-arding- site eon 

3. DRA shall review the advice let r and tile comments on 
it with the Director of CACD within 30 ys of the filing- of the 
advice letter. DRA shall provide a co of its comments to- SOCal. 
SoCal may file its response to D~'s OrnInents within 10 days of the 
filing of DRA's comments. The resp se to ORA's comments shall De 
fileclwith the Director of CACD a~ shall be confined to- addressing
factual or legal issue~ raised b~DRA~S comments, and shall not 
address new issues. )f 

4. SoCal shall book it~hazardous waste cleanup costs in the 
memorandum account only afte='receiving authorization to' book such 
expenses. SUch authorizati~ shall be requested on a project-by
project basis. The memora~um account shall accrue interest at 
SoCal's CAM interest ratej' 

S. By March 1 ofJ'acn year starting in 19$9, SoCal shall 
file an annual report describing- its hazardous waste cleanup 
activities during the~revious calendar year as well as projected 
activities for the n~ 12 months. The report should be filed with 
the Director of CAcr! and a copy should be filed with the Director 
of DRA. / 

6. Until ,nCh time as its next general rate case, SOCal 
shall not be aw~ded revenue increases in base rates to cover 

" a~inistrativeJ'and preliminary investigation expenses for its 
hazardous wa~e cleanup program. 

7. Fodlowing the filing of Socal's annual report, SoCal \ 
shall file~ application for a reasonableness review of 
expendit~s incurred during the previous year, and which should be 
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TABLE A 
Paqe 1. 

SOCAL'S lD\ZA'RDO'O'S S:tTE: c:::t.EANOP. PROGRAM: 
COMPARISON OF REQUESTED ~ RECOMMENDED~ AND ADOPTED AMOUNTS 

A .. ~-Q§-Q21 

SCcaJ. socaJ. 
Item 1 xn:i.:ti~l Revi;zm1 

Ca) Cb-J 

Haz. Waste Cleanup Prog .. 
1/1/85-6/12/87 $:,062,500 $1,.062,500 

TOWNE GAS PROGRAM 
Olj'1l\pic-Base 
DinuDa 
venice 
E1 Centro 

. New Site I 
New Site II 
santa Barbara II 
Ventura II 
Colton II 
Aliso (Los Angeles II) 

SUPERFUND SITES PROGRAM 
Monterey Park Landfill 

COMPANY LABOR 

COMPANY NON-LABOR 

MISCELLANEO'O'S 
(Including proqr~ 
development and 
completion of 
Phase II) 

'O'NCOLLEC'I'IBLES AND 
FRANCHISE FEES 

185,000 136,.000 
l20,000 l27,000 

N.A. 203,000 
85,.000 55,.00 
N .. A. 605,OpO· 
N.A. 3~00 

150,000 4"h,.000 
150,000 1'3,000 
250,000 ° 250,.000 l,.OOO 

290,.000 

200,000 

40,000 

98,000 

63 . 000. _ ....... sIC.4l2i&..l.Ul0'-1l!0OX'0 

$2,925,500 $2,424,500 

S- ° $ ° 
185,000 185,000 
l27,000 127,000 
203,000 20l,000 

0 0 
0 0 
0 0 

° ° ° ° ° ° ° ° 
0 ° 
° ° 
0 0 

o ° 

Q. ° 
$5l5,000 $5l5,000 


