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Deoision 90-12-101 December 19, 1990 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFOP~IA 

In the Matt~r of the Application of 
southern california Gas Company for 
Authority pursuant to PUblio 
utilities code s~ction 851 to sell 
and lease back its HeadqUarters 
Property in LOs Angeles, California. 
(U 904 G) 

) 

~ 
) 
) 
) 
) 

@~. 'R'ni{i)~Mn t.\ ~ l 11 /:1 , i __ ; .I J ! ,( ~ 

.!-lJtJtt~J· Jh1li~ 
Application 87-07~041 
(Filed July 28, 1987) 

------------------------------------) 
ORDER DEHYIHG MOTION FOR STAY 

Southern California Gas company (SoCaIGas) has filed a 
motion tor stay of Deoision (D.) 90-11-031 and 0.90-04-028 as 
modified thereby (the Modified Decision). In the Modified 
Decision we apportioned the benefits of the gain on sale of 
SoCalGas's Flower street headquarters between SoCalGas's 
shareholders and ratepayers. We concluded that the principal 
amount of the gain should be applied -to offset SoCalGas's 
headquarters costs over an 11-year l1-month amortization period.­
(Conclusion of Law No.8.) We also ordered SoCalGas to 

amortize, as an offset against its cost of 
service, the $24,190,000 capital gain 
realized from the Flower street headquarters 
sale over a period of eleven years and eleven 
months from December 1, 1990. The 
amortization amounts shall be grossed up in 
calculating the revenue requirement. 
SoCalGas shall reduce its annual rev·enue 
requirement by $3,466,254 starting 
December 1, 1990, and this reduction shall 
stay in effect for 11 years and 11 months. 
(Ordering Paragraph No.4.) 
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SoCalGas has not Dade the tariff filings necessary to 
reduce its rates starting December 1, 1990. Instead, on 
November 30, 1990, socalGas filed its motion for stay. 

This motion states that ·SoCalGas' present intention is 
to seek review of (the Modified Deoision) by the california 
supreme court. M The motion then claims that if SoCalGas is 
reqUired to reduce rates to customers before the court has ruled 
on SoCalGas's reqUested review, ·socalGas could be irreparably 
harmed- if the court later overturns the commission. SoCalGas 
therefore reqUests that the commission stay its rate reduction 
order and instead require SoCalGas to place in an interest­
bearing account the sums that otherwise would have flowed through 
to ratepayers. Then, if the commission prevails in court, 
SoCalGas would flow through to ratepayers the amount in the 
account. 

we reject socalGas's request for a stay for a number of 
reasons. First, we believe that the Modified Decision is proper 
and that the Commission will prevail in court. Second, the 
Modified Deoision assumes that SoCalGas has an opportunity to 
earn its currently authorized rate of return on money available 
for investment. On the other hand, when we establish interest­
bearing accounts, our normal practice is to require interest at 
the lower, three-month commercial paper rate. Thus, SoCalGas's 
proposal would give the company an opportunity to earn additional 
income beyond that contemplated by the Modified Decision. Under 
SoCalGas/s proposal, the company would get to keep the difference 
between the investment income it would actually be earning on the 
balance in the account and the three-month commercial paper rate, 
until the Court disposes of SoCalGas's request for review. 
Finally. SoCalGas's proposal is not,necessary to prevent 
irreparable harm to SoCalGas. 

At least in recent years, when parties have requested a 
stay of a rate reduction order pending an appeal to the 
california supreme Court, we have not granted the stay. Instead, 
we have authorized the utility to record in an interest-bearing 
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aemorandum account the difference between the revenues it 
actuallY collects and the revenues it would have colleoted if the 
stay had been qranted. such a memorandum account proteots the 
utility in case' the rate reduction or4er is overturned, in whole 
or in part, becaUse in that case the commission would allow the 
utility to reflect the corresponding portion of the memorandum 
account in future ~ates. 

consistent with our prior practice, we will not stay 
oUr rate reduction order, but will authorize socalGas to record 
each month in an interest-bearing memorandum account the amount 
by which the Modified Decision (and this deoision) have reduced 
its revenue requirement. If the Modified Deoision were to be 
overturned, SoCalGas could collect the balance in the memorandum 
account in future rates. 

SoCalGas has not reduced its annual revenUe reqUirement 
by $3,466,254 starting December 1, 1990, as ordered by the 
Modified Deoision. Our order today will reqUire SoCalGas to file 
tariff sheets, to be effective on January 1, 1991, reduoing its 
annual revenue requirement as ordered by the Modified Decision. 
In addition, our order today must deal with the fact that 
SoCalGas did not reduce its revenues tor the month of December 
1990 as we contemplated in the Modified Decision. In order to 
avoid multiple rate changes during the year, we will order 
SoCalGas to credit its Core Fixed cost Account (CFCA) and its 
Noncore Implementation Account (NIA) by a total of $288,855 and 
the interest thereon for the month of December 1990. This sum 
shall be allocated between these two accounts in accordance with 
the directions we give below for allocation among customer 
classes. 

In its motion, SoCalGas also claims that the Modified 
oeoision -did not specify how its revenue requirement reduotion 
shOUld be spread among SoCalGas' customers.· (Motion at 3.) The 
Modified Decision did, however, conclude that the ·principal 
a~ount ot the qain realized on the utility's sale of the Flower 
street headquarters shOUld be applied to oftset SoCalGas's 
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headqUarters costs over an li-year ll-month amortization period.~ 
(Conolusion of Law No.8.) We believe that this language -­
speoifying that the revenue requirement reduction was an offset 
relating to headquarters costs -- should have provided suffioient 
guidance to SoCalGas in spreading the revenUe reqUirement 
reduction among its customers. However, to make our intentions 
even clearer, today's order will specify that the revenUe 
requirement reduction shall be spread among customer classes 
according to socalGas's most recently adopted ACAP cost 
allocation treatment of administrative and general expenses. 

Having carefully considered all the arguments raised in 
SoCalGas's motion for stay, we are of the opinion that good cause 
for granting a.stay has not been shown. However, we are of the 
opinion that SoCalGas shoUld be authorized to set up a memorandum 
account and directed to begin reducing its revenue requirement, 
all as described above. 

Therefore, good cause appearing, 
IT IS oRDERED that~ 

1. SoCalGas is authorized to record in a memorandum 
account the amount by which its revenue reqUirement for each 
month has been reduced by 0.90-04-28 as modified by 0.90-11-031, 
and by this decision. This account shall accrue interest at a 
rate equal to one-twelfth the interest rate on commercial paper 
(three months) for the previous month as published in the Federal 
Reserve statistical Release, G.l3, or its successor. If SoCalGas 
does not prevail in its challenge to Decision Nos. 90-04-028 and 
90-11-031, this memorandum account shall be terminated and 
removed from its accounting records. 

2. SoCalGas's motion for stay of ~cision Nos. 90-04-028 
and 90-11-031 is-denied. 

3. As previously ordered in D.90-04-28 as modified by 
0.90-11-031, SoCalGas shall reduce its annual revenue reqUirement 
by $3,466,254 (subject to change due to changes in its gross-up 
factor) for a·period lasting until 11 years and 11 months after 
December 1, 1990. To implement the revenue requirement reduction 
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for December 1990, SOCalGas shall oredit its core Fixed Cost· 
Account (CFcA) and its Noncore lmplementation Account (NIA) by a 
total of $288,855 and the interest thereon for the month of 
December 1990. 

4. The revenue requirement reduction ordered in this 
deoision and in D.90-04-28 as modified by D.90·11-031 shall be 
spread among customer classes according to SoCalGas's most 
recently adopted ACAP cost allocation treatment of administrative 
and general expenses. 

5. SoCalGas shal~ file, no later than five days from 
today, tariff sheets to be effective on January 1, 1991 
implementing the revenue reqUirement reduction directed by 
Ordering paragraphs Nos. 3 and 4 hereof. 

This order is effective today. 
Dated December 19. 1990, at san Francisco, california. 
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