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Decision 88 11 QS4 NOV ~,f) . ;)09 • lYJUJu@ULJ\:!/~ ILb 
BEFORE· THE PUBLIC UTILITIES COMMISSION OF '!'HE STATE OF CALIFO~ 

Re Resolution G-2730 re Advice ) 
Letter 1704 of SOuthern california ) 
Gas Company to, increase the Gas ) 
Exploration and. Development ) 
Adj.ustmentrevenue requirement. ) 

------------------------------) 

Application S7~06-05~ 
(Filed June 29, 19a7) , . 

OP-XNION 

&mary of Decision 
We adopt the joint motion of the Division of Ratepayer 

Advocates (DRA.) and SOuthern california Gas company (Socal) to­
approve their Stipulation concerninq the Gas Exploration and 
Development Adjustment (GEDA) program. 

The purpose of the Stipulation is to resolve all 
outstanding issues, related to Socal's GEDA program, including the 
method of recovering socal's GEDA investment costs • 
kS:Jt;ground 

The GEDA program was instituted in 1973 to allow gas 
utilities, operating under this Commission's jurisdiction to seek 
and obtain independent gas supplies by exploration of new gas 
fields and developmant of proven reserves in existing fields. GEDA 
was operated as a full cost of service recovery mechanism in 
connection with a balancing account. On December 20, 1983, the 
commission issued Order Instituting Investigation (I.) 83-12-02 on 
its own motion to investigate the desirability and advisability of 
continuing the GEDA program. On November 13, 19~5, the Commission 

. issued Decision (D.) 85-11-062 in I.8J.-12-02 terminatin9 the GEDA '" 
progr~. D.85-11-062 ordered Socal to submit a plan tor disposal 
of its remaining: GEDA properties. The disposal plan submitted by 

SoCal was approved by-the commission in D.8:6-08-08;1.. In January 
1987,. Socalsubmitted anad.vice letter seeking authorization to 
sell its remaining- CEDA. properties (Advice Letter 1679:).: The 
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sale of socal's remaining properties was authorized by Resolution 
.G-271S dated February 11, 1987. The unamortized difference between 

, the acquisition cost and sales price of SoCal's CEOA properties was 
reflected in SoCa1's GEOA rate base. 

On April 24, 1987, SOcal filed Advice Letter 1704 
requesting authority to increase the GEOA component of its rates by 
$11.35> million annually to recover a portion of the difference 
between the unamortized GEOA investment costs and the proceeds from 
the sale of the GEOA properties. In Resolution G-2730 the 
commission rejected Advice Letter 1704 and provided that any GEOA 
cost reallocation between customer classes and request ,to increase 
the CEOA rate component for the purpose of recovering, the 
unamortized GEOA investment costs mUst be, resolved in formal 
proceedings. 

socal filed· Application (A.) 87-06-053 requesting, among 
other things, that Resolution G-2730 be modified to provide that 
socal's GEDA cost-of-service tariff shall remain in full force and 
effect. 

On January 28, 1983, ORA. filed a motion in A.87-06-053 
requesting an eX parte ruling on the ratemaking treatment to be 
accorded recovery of losses associated with the termination of 
socal's CEOA program. :tn particular, ORA. requested a ruling which 
would allow socal to recover its direct investment in this 
abandoned program, but. would not allow it to earn a rate of return 
on the unamortized rate base on the ground that there is no- longer 
any GEOA property that is used and useful in serving the 
ratepayers. According to ORA., such a ruling would be conSistent 
with the stipulation recently approved by the Commission 
(0.87-07-015) regarding, the recovery of losses associated with the 
Ene~ Exploration' and Development Adjustment (EEOA) program and 
which disallowed rate base traatment of EEDA investments. ORA 
states that ex parte treatment of this issue is appropriate since 
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there is no dispute as to any material issue of, fact; this is 
instead 'an issue ot regulatory law. 

Action in A.37-06~053 was deterred to allow DRA and SOCal 
an opportunity to negotiate the resolution of GEOA issues .. 
However, in 0.87-1.2-039 issued December 9, 1987 in I.86-06-006 and 
Order Instituting Rulemakinq CR .. ) 36-06-005, the Commission 
authorized an annual GEDA revenue requirement of $l8.4 million. 
Thi~ $l8.4 million revenue requirement was subsequently 
incorporated in SoCal's rate adjustlnent that became effective 
May l, 1988 in the proceedings restructuring the natural gas 
industry. 

In accordance with the existing GEOAprocedures, on 
March 23, 1988 SoCal filed Advice Letter l777 requesting that the 
annual GEOA revenue requirement be reduced from $18.4 million to 
$15.2 million and that the difference in revenue requirement 
between the $18.4 million adopted in D.$7-12-039 and' the $l5.2-
million revenue requirement be reconciled in the amortization 
account for transition costs authorized in 0.87-l2-039.. GEDA 
expenses are classified as transition costs by that decision .. 

On June 17, 198$ the Commission issued ResolutionG-2785 
wh.ich approved Advice Letter 1.777, including SoCal's request'to 
reconcile the revenue requirement decrease .in SoCal's transition 
cost amortization account. 

On August 10, 1988, DRA and Socal filed a joint motion 
for approval of their Stipulation tor resolving all outstanding 
issues concerning Socal'sGEDA progr~, including' the method of 
recovering the GEDA investment costs.. The Stipulation was filed in' 
A.87-06-0S3-. 

The dispositive portion of the Stipulation provides:' 
·l. SoCalGas shall be authorized to' recover in 

rates., on a dollar-for-dollar basis, $32 .. 6 
million which consists of its. remaininq 
unamortized net GEDA investment costs as o~ 
June 30, 1988 ot $l9.4million qrossed-up 
to include state and federal income taxes 
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at current rates. This amount shall be 
added to the present undercollection of the 
GEoA :revenue requirement as of June 30, 
1988 of $3.8 million to arrive at an 
adjusted balance of $36.4 million. Such 
adjusted balance shall be added to- the 
balance of SocalGas' Consolidated 
Adjustment Mechanism (CAM) balancing 
accounts for core and noncore customers 
existing a$ o~ April 30, 1988 and shall be 
recovered in rates from core and noncore 
customers on an equal cents per therm basis 
as _set rorth in Commission No. 0.87-l2-039. 

*2. It is expected that SocalGas will continue 
to incur expenses and receive revenues 
associated with the winding- down of its 
GEDA activities. SUen expenses may inclUde 
tax payments to state and federal tax 
agencies for redetermination of income 
taxes and related interest expenses. These 
expenses and revenues, as adjusted tor 
state and federal income taxes, shall be 
debited or credited to- the April 30, 1988 
CAM balancing account balances until such 
time as the commission shall determine 
otherwise, after which. time such future 
adjustments shall-be recorded in the GEOA 
transition cost account established in 
0.8-7-12-039. 

*3. The ORA has distributed an audit report 
concerning SocalGas' GEOA expenses dated 
December ~987. This audit report has been 
reviewed and discussed between SoCA1Gas and 
the ORA. SocalGas and the ORA hereby agoree 
that the accounting issues raised in the 
ORA's audit report have been reviewed 
between them and that no further adjustment 
to reflect the audit report is necessary. 

64. It this Stipulation is not approved by the 
Commission, the GEOA cost-of-service tariff 
approved in prior commission decisions 
shall continue in effect. 

*5. This Stipulation shall not be etfective or 
binding--on any party unless it is approved 
by the commission. " Every term and "" 
condition of this Stipulation is material. 
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Neither Soca.1Gas nor the ORA shall :be :bound' 
by this Stipulation it the Commission does 
not approve the Stipulation in its 
entirety. This stipulation shall not be 
used as precedent for any purpose .... 

A copy ot the stipulation was se:rved on all parties in 
the proceedinq and n~party has filed any comments or protest to 
the'Stipulation .. 
1'!iscussig D 

We note that Socal~ by the stipulation, will transfer its, 
unamortized GEOA investment costs (adjusted for federal and state 
taxes) to its CAM balancinq account. This action will be in 
conformance with ORA's suggested treatment for the costs.. This 
treatment will also be consistent with treatment of losses 
associated with the EEDA program adopted in D .. 87-07-015. 

The ratepayers benefit from, this Socal transter since the 
costs will no longer be receiving a return equivalent to Socal's 
rate of r~turn, but will be receiving the lesser CAM balancing 
account '~lterest rate. 

Since the terms of the stipulation conform t6 the 
treatment:' ot losses associated with, the EEOAproqram and are 
beneficial to the ratepayers, we find that the Stipulation is 
reasonabl'e and should be ad.opted .. 

It should be noted that in a case where Socal seeks 
recovery of cost& not previously reflected in rates, we would 
authorize recoveryeftective from the date of our decision. 
However, ,in this instance the GEOA revenue requirement has been 
reflected! in soCa~'s rate base. since these costs are currently 
reflected in rates and sinee the &tipulation proposes only to 
change the torm ot ,recovery from rate base to a balancing account,. 
we believe that a retroactive adjustment is appropriate. 
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Findings of Fact 
1. Socal filed Advice Letter ,1704 requesting authority to 

increase rates to recover a portion'of the difference between the 
unamortizedGEOA investment costs and proceeds froxn the sale 'of ' its 
GEDA properties. 

2. 'The Commission rejected Advice Letter 1704 by Resolution 
G-2730 and provided that any GEOA cost allocation between customer 
classes and: approval to increase the GEDA rate component for the 
purpose of recovering the'unamortizedGEOA investment costs shall 
be resolvec; in formal hearings. 

3.. SoCal filed A.87-06-0S.3- requesting rehearing of G-2730. 
4; On August 10, 1988., ORA and Socal filed a- joint motion 

tor approv~Ll of a Stipulation for resolving all outstancl:Lng issues 
concerning socal's GEOA program .. 

s. Xhe terms. of the, Stipulation are consistent with the 
treatment of losses associated with the program. 

6. ~L'he 'method. of recovery of So Cal ' s- GEOA investlnent 
proposed ill the Stipulation will provide cost savings for the 
ratepayers,. 

7.. ' 1'iJo party bas :riled a protest to. the Stipulation. 

'conclusiQnLof Law 
1. ,Tbe Sti~ulation filed by DRA andSoCal regarding the 

treatment'of socal's GECA program should be adopted. 
2. : :Since the aeloption of the Stipulation will result in 

savings t~ the ratepayers" this oreler should be made effective 
immediately. 

ORDER 

rr XS ORDERED that: 
1. Southern California Gas Company (Socal) shall be 

authorized to- recover in rates, on a, 'dollar-for-dollar, basis, $32';'6-, 

million wluch. consists of· its· re:maininq . unamortizeclc ne~ 'GEDA 
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investlDent costs. as ot June 30, 1988 of $19.4 million adjusted to, 
include s.tate and· federal income taxes at current rates. This 
amount shall be added to the present undercolleetion of the GEOA 
revenue re~irement as of JUne 30, 1988 of $3.8 million to arrive 
at an adjusted balance of $36.4 million. Such adjusted balance 
shall be added to the balance of SocalGas' Consolidated Adjustment' 
Mechanism (CAM) :balancing accounts for core and noncore customers 
existinq as of April 30" 1988. 

2' •. SoCal's GEOA revenue requirements shall be recovered in 
rates from core and.noncore customers on an equal cents per therm 
basis as set :forth in 0.87-12-039. 

3. Socal's expenses and revenues associated with the winding 
down of its GEOA activities, as adjusted for state and federal 
income taxes, shall be debited or credited t~the April 30,1988 
CAM balancinq account balances until the CAM balancing account 
ceases to exist,',atter which time such future ad.j,ustments shall be 

recorded intbe GEOA transition cost account established in 
0.87-12-03.9 .. 

4 .. This proceeding' is terminated. 
This order is effective today. 
Dated NovemDer 23, 198-a., at san Franeiseo" California. 
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investment costs as of June 30, 198-8 of 
include state and federal income taxes at current rates., 
amount shall 'be added t~ the present'undercollection of 
revenue requirement as of June 30, 1988 of $3.8' millio to, arrive' 
at an adjust.ed l:>alance of $36.4 million. 
shall be acldecl to- the balC)nce of SocalGas' Consoli 
Mechanism (CAM) balancing- accounts for core and 
existinq as ,of April 30, 1985. 

2'. SoCal' s GEDA revenue requirements s 
rates form core and noncore customers on an 
basis as set forth in 0-.87-12-039 .. 

be recovered in 
cents per therm 

3. SoCal's expenses and revenues a ociated with the winding­
down of its GEDA activities, as adjuste for state and federal 
income taxes, shall be debited or cred' ed t~ the April 30, 1988 
~ balancinq account balances until e CAM balancinq account 
ceases to exist, after which time s future adjustments shall be 

recorded in the GEOA transition e t account established in 
D.87-1Z-039. 

4. This proceeding' is. t 
This order is effe 
Dated NOV 2 3 1 

ive 
, at san Francisco, california. 
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