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OPINION 

On May 31, -1991, Southern California Gas Company 
(SOCalGas) closed 12 branch offices (the ·12 officesM) within its 
service territory.1 The 12 offices were primarily in the rural 
and outlying areas of SoCalGas' service territory. 

The complainants, a coalition of local elected 
representatives, individual customers, community groups, and a 
utility workers union, allege that the utility's decision to close 
the 12 branch offices was unlawful, unjustified and irrational. 
Complainants request an order from this commission directing 
SoCalGas to reopen the 12 offices. 

The Division of Ratepayer Advocates (ORA) believes that 
the closure of the 12 offices resulted in an unacceptable 
degradation of service to soealGas customers. DRA recommends that 
the 12 offices be reopened and kept open until SoCalGas can provide 
adequate service alternatives • 

SOCalGas, in support of its decision to close the 
12 offices, contends that closure did not unreasonably diminish 
service. socalGas believes that the closure of the 12 offices 
properly balances the factors enumerated in Publio utilities (PU) 
Code § 451. 2 

1 The 12 branch offices closed by SoCalGas were located in 
Alhambra, Banning, Bellflower, Corona, covina, Dinuba, Fontana, 
Hanford, LompOc, Monrovia, san LUis Obispo and VisAlia. 

2 PU Code § 451 requires that all charges demanded or received 
by a public utility be just and reasonable. section 451 further 
provides: 

MEyery public utility shall furnish and maintain 
such adequate, efficient, just, and reasonable 
service ••• and facilities ••• as are necessary to 
promote the safety, health, comfort, and 
convenience of its patrons, employees and the 
public." 
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We find that SoCalGas, in closing the 12 offices, has 
failed to maintain adequate, just or reasonable service within 
significant portions of its service territory. The closures were 
not the result of a rational decision-making process. The formula 
upon whic~ SoCalGas' decision was based is simply a mathematical 
expression of a predetermined policy decision to reduce customer 
services in rural and outlying portions of the service territory. 
The impact of the office closures fell disproportionately on poor, 
elderly and minority customers. Offices were closed without 
adequate notice to customers and without safeguards in place to 
maintain an adequate level of service. 

Under these extraordinary circumstances of inadequate and 
unjus~ service, we will order SoCalGas to promptly reopen the 12 
offices, or to open new branch offices in the 12 communities which 
provide an equivalent level of service. 
Is Quality of service, Including Payment 
services. a Katter Of Concern to This collll.ission? 

At the outset we are compelled to address SoCalGas' 
contention that this Commission should- not -intervene- in the 
question of whether these offices should be closed. In SoCalGas' 
view, ·Commission intervention in whether SoCalGas should h~ve 
closed these offices (or should close offices in the future) is 
micro-management of the highest order." (SoCalGas Opening Brief, 
p. 3.) SoCalGas characterizes the exercise of our statutory duty 
to ensure just service as ·usurpation- 6f the utility's 
responsibility. 

In fact, the quality of service provided by SocalGas to 
its customers is of serious concern to this Commission. The 
requirement that a utility provide service which is adequate, 
efficient, just and rea-sonable has been a cornerstone of the public 
Utilities Code for more than eight decades. Over these past 80 
years, this Commission has had numerous opportunities to define the 
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lev~l or quality of service which we deem to be adequate, 
efficient, just and reasonable. 

In a 1913 decision authored by Commissioner Eshleman, the 
commission addressed a complaint regarding Pacific Telephone's 
practice of requiring all customers within a wide area of santa 
Clara county to make payments at the office in san Jose: 

wThe defendant disclaims this as a practice and 
I belieVe arrangements can very readily be made 
whereby no complaint will be justified in this 
regard without making any formal order with 
reference thereto. I believe. however. that at 
the various centers served by this exchange 
opportunity for payment of amounts due should 
be afforded the patrons, and likewise a 
reasonable time be given between the default of 
the patron and the taking out of the 
instrument •••• • (city of san Jose v. pacific 
Telephone and Telegraph Co. (PT&T) (1913) 3 CRC 
720, 734; emphasis added.) 

The principle that ratepayers should be afforded an 
opportunity to pay at various centers served by the utility has 
been reaffirmed in subsequent decisions. In a 1926 complaint case, 
the commission ordered a water utility to arrange an authorized 
payment facility in Hawthorne: 

·One other matter has been the source of 
considerable inconvenience to many of the 
customers on this system, and that is the fact 
that there is at present no provision on or 
near the area served whereby the water bills 
may be paid. The present praotice of the 
company is to mail the monthly.water bills to 

"the consumers trom its LOs Angeles office. The 
bills must be paid by mail or by calling upon 
the company's office in Los Angeles. 
Arrangements should be made at once to have 
some store or resident located on or near the 
tract authorized to receive water bills for the 
company.n (Leatherman v. consolidated water 
and Development Company (1926) 27 CRC536, 
538. ) 
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Our concern with the need to provide adequate payment 
facilities has continued through the years. In Decision (D.) 
85287, we ordered Pacific Bell's predecessor, PT&T, to undertake a 
study of public payment agencies, and to report on an annual basis 
on the establishment, termination, or relocation of such agencies. 
(App. of PT&T Co. (1975) 79 CPUC 240, 264, 285.) In.o.88232, we 
went one step further and directed PT&T to attempt to establish a 
payment location in the portola District of san Francisco. (~ 
of PT&T Co. (1977) 83 CPUC 149, 244-245.) . 

In 0.85-03-023, we considered a complaint concerning 
pacific Bellis payment offices. Although we dismissed the 
complaint because the complainant lacked standing, we emphasized 
that -the Commission will continue to review pacific's operations 
to ensure that Pacific provides adequate, sufficient, just and 
reasonable service,- including payment office services. 3 

(Sinclair v. pacific Bell (1985) Cal.P.U.c. Lexis 90.) 

• 

In short, as we said in 0.88232, the utility "should not 
be the sole and final arbiter of where and when public payment • 
agencies are to be established.- (83 CPUC 244.) 
Has SoCalGas ne.Dnstrated a Rational Basis 
for Its Decision to Close 12 Branch Offices? 

Toward the end of 1990, SoCalGas retained CRESAP, a 
general management and conSUlting firm, to recommend the 
appropriate level and methods for delivering customer services at 
company branch offices. CRESAP's charge was to determine and 

3 In light of the foregoing authorities, we view with 
incredulity the assertion in SOCalGas' opening brief that SoCalGas 
has not found a single case where the Commission has defined the 
utility's responsibility to provide payment offices. (SoCalGas 
Opening Brief, p. 5.) 
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justify the serVices SOCalcas wants to make available to customers 
and the qeneral publio. CRESAP e~amined 47 branch offices. 4 

In a report dated February 7, 1991, CRESAP recommended 
that SoCalGas close 36 of the 47 offices it studied. CRESAP 
proposed that 11 offices be closed in 19915 and that 25 more 
offices be closed in 1992-93. 

CRESAP also recommended that SocalGas reduce the services 
provided by the remaining branch offices. As currently configured, 
branch offices perform a variety of services as wone-stop shops.· 
The branch offices process routine payments and deposits, process 
late payments, provide information on enerqy·conservation measures 
and products, correct information on customer accounts, grant 
extensions, assist with low-income ratepayer assistanc~ (LIRA) 
applications, handle minor bill complaints and inquiries, prepare 
customer inquiry forms for the billinq department on more comple~ 
billing questions, and prepare customer orders. CRESAP r~commended 
that branch offices focus entirely on processing payments from 
"needy" customers. CRESAP recommended that all service and inquiry 
functions, other than bill payments, be transferred to a 
centralized service bureau, whereby customers would receive service 
by phone or by mail. 

To determine which branch offices, if any, shoUld remain 
open to receive payments from 'needy' customers, CRESAP proposed a 
formula. For ~ach branch office, CRESAP estimated two £actors~ 

1. The average number of monthly payments made 
at the office, and 

4 At the time of the CRESAP study, SoCalGas operated· 50 branch 
offices. However, the branch offices in downtown Los Angeles 
(Flover Street), Ventura and Monrovia were already slated for 
closure at the time the study began. 

5 Th~ 12 branch offices which are the subject of this complaint 
(see footnote 1) inolude Monrovia and the 11 offices which CRESAP 
recommended for closure in 1991 • 

- 6 -



C.91~05-042 ALJ/GLW/jft 

2. The number of households with incomes less 
than $15,000 living within three miles of 
the office. 

If the sum of these two factors exceeded 35,000, CRESAp· 
proposed that the branch office remain open. Eleven offices 
received a wpassingW score. CRESAP recommended closure of the 
remaining 36 offices with scores of less than 35;000. 

CRESAP recognized that if 36 offices were closed 
immediately, such closure might create wcommunity backlash. n TO 
avoid this backlash, CRESAP suggested that SoCalGas immediately 
close only those branch offices in the least ·politically 
sensitive n communities. In the more *politically sensitive* 
communities, CRESAP recommended that the offices be closed in 1992-
1993, after some ·stage-setting* has been accomplished. 

Which communities were most npolitically sensitive*? To 
answer this question, CRESAP conducted a survey of SoCalGas 
District Managers and Division Managers. District Managers were 

• 

given a written survey. The survey asked the managers to rank 8 • 
issues in importance, and the branch office's ability to have an 
impact on the issue. 6 If the branch office was rated as having a 
strong beneficial impact on issues rated of most importance by a 
District Manager, it would receive a higher score. 

6 The issues in CRESAP's study concerned the ability of branch 
offices tot 

- provide necessary community presence, 
- Minimize oity ta~ inoreases, 
- Forestall the threat of gas service municipalization. 

promote access to local political leaders and 
community opinion makers, 

- Build local strategio alliances, 
- Promote economic development and growth in the 

community, 
- Provide a meeting place in the community, and 
- provide jobs in the community. 
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The Division Manager survey was based On an oral 
interview by CRESAP. NOtes of these interviews were riot retained, 
Division Managers were asked to score each office either -open" or 
·close.-

CRESAP then combined the District Manager and Division 
Manager scores. Based on CRESAPts review of these scores, it 
determined that 11 offices were in less ·politically sensitive­
areas. Pursuant to CRESAPts recommendation, SoCalGas closed these 
offices on Hay 31, 1991. 

We haVe taken great care to understand the criteria by 
which SoCalGas decided to close these 11 offices. We conclude that 
the CRESAP analysis is arbitrary, and based on improper criteria. 

The first factor in CRESAP's closure formula is the 
number of households with income less than $15,000 who live within 
three miles of each office. CRESAP's use of a three-mile radius to 
define the service area of the branch offices has two pernicious 
effects. On one hand, it overstate$ the number of low-income 
customers7 in the south-central LOs Angeles metropolitan area. 
Nine of the eleven offices which CRESAP proposes to keep open are 
tightly clustered in the densely populated area of south-central 
LOs Angeles. Each of these nine offices is within three miles of 

7 We find the $15,000 income level to be an extremely 
restrictive definition of -needy customers.- soCalGas' LIRA rates 
are based on income levels which range (effective March 8, 1990) 
from $13,600 for households of 1-2 people,' to $28,800 for 
households of J. CRESAP's criteria of $15,000 for households of 
all sizes is considerably more restrictive than the commission's 
adopted income levels. Thus, CRESAP's definition of "needy­
customer embraces only the lowest income customers and excludes 
many other low-income customers. 
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another office. As a result of the overlapping radii, CRESAp's 
methodology double-counts many of the customers. In the area of 
greatest overlap, some customers were counted four times. S 

On the other hand, the three-mile criterion understates 
the number of low-income customers in outlying, lower density 
portions of SocalGas' serVice territory.9 In suburban and rural 
communities many customers live more than three miles from a branch 
office. As a result, custoners outside of a three-mile radius of a 
particular branch office are not counted as customers of any 
office. 10 

8 CRESAP counted 376,489 people within a three-mile radius of 
the southgate branch. However, because this office is within 2.5 
to 4 miles of three other branch offices, approkimatelY 230,000 
people counted by CRESAP actually live closer to another branch 
office. 

9 CRESAP assumed a three-uile radius in its formula because this 
criterion was consistent with its recommendation that branch 
offices only serve neighborhoods with large numbers of nhard core 
impoverishedn people. (Tr. 10/1166, 1168.) CRESAP and SoCalGas 
assumed for the purposes of its recommendations, that even in rural 
areas low-income customers would not travel more than three miles 
to transact business at a branch office. This assumption contrasts 
sharply with the testimony of SoC~lGas' Manager of customer 
Services, regarding one branch office: npaln springs is a fairly 
isolated area that serves in a fairly nonpopulous region in 
southern California, as compared to some of the other regions, and 
there are a lot of people who cone frOm distances to palm Springs, 
qreat dist~nces to Palm springs, to tr~nsact their business. n 
(Tr. 8/887.) similarlYl he testified, for Oinub~ Nas with many 
rural communities, people cone from outside 6f that oity ••. to pay 
their gas bills. n (Tr. 8/&70.) Acting under CRESAP's 
recommendations, Dinuba was one of the 12 offices closed in 1991. 
palm springs, viewed as more politically sensitive, is proposed for 
the second phase of closures. ., 

10 'Under CRESAP's criteria, santa Monica serves only 18,093 low­
income households. Actually, santa Monica is the closest branch 
office to approximately 45,000 low-income households, assuming 
CRESAP's definition of low-income customers. 
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Although the CRESAP formula projeots an appearance of 
objectivity, the core of the formula was entirely sUbjective. The 
determination that 35,O()() should be a wpassinq" score vas made by 

Andrew Patterson, director of the CRESAP study. However, patterson 
was completely unable to desc~ibe any factual or measurable basis 
for choOsing this particular numerical value. 

We conolude that the CRESAP formula was neither an 
accurate nor objective basis for making decisions about branch 
offices. The formula was simply a mathematical eXpression of a 
predetermined policy decision to clOse all branch offices in 
smaller, rural communities. Under CRESAP's criteria, it is 
mathematically inpossible for a branch office in a low-density, 
rural community to receive a score of 35,000, eVen if every 
household in that community met CRESAP's low-income criteria and 
even if every household paid its bill at the branch office. 

CRESAP's branch office formula suffers from numerous 
other methodological flaws. other than low-income customers, the 
formula did not take into consideration categories of disadvantaged 
customers (elderly and disabled) who may have speoial needs for 
branch Offices. Furthermore, the formula focused only on the 
number of payments made at a branch office, and did not quantify 
the other services provided by a branch office. Nor did the 
formula consider the costs of operating a branch office. As a 
result t socalGas closed even those offices, such as Dinuba, Visalia 
and Banning, which were rated by CRESAP as most efficient. 

Another equally disturbing aspect of the CRESAP analysis 
is the criteria used to phase the cl6sures. CRESAP rec6mmended 
closure based upon the perceived npolitical sensitivity· of the 
community. Political sensitivity was a composite of several 
faotors,' nos~·~t which pertained to corporate, rather than custoner 
interests. For example, one of the issues listed in the District 
Manager survey yas the ability of a branch office to -forestall the 
threat of gas service nunicipalization. n 
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The threat of potential munioipaiization, as we found In 
0.91-05-028, is an important spur to utilities t60perate 
efficiently and reduce costs. It is also an important spur to 
provide a high quality Of service. It Is therefore understandable 
that SOCalGas would hesitate to preoipitously close branch offices 
in those communities where it perceived a high threat of 
municipalization. HoweVer, it should be the goal of SoCalGas to 
provide the same high quality of service throughout its serVice 
territory, regardless of the perceived threat of municipalization. 

Another issue iisted in the District Manager survey was 
the ability of a branch Office to wpromote access to local 
political leaders. 6 We note the frank testimony of one senior 
district manager regarding the oxnard office. This branch Office 
was given a high political sensitivity ranking because it was 
directly across the street from city Hall. While oxnard remained 
open, other offices, which had a higher score from CRESAP but which 
were not in direct view of a city Hall, vere closed. In other 
words, SoCalGas based its deoision on the closure of branch offices 
more on the proximity of the office to city Hall, than upon the 
number of customers served. 
Did Closure of 12 Offices on May 31, 1991 
Result in a significant Diminution of service? 

The 12 branch offices which vere closed had provided a 

wide range of services to ratepayers. The services included: 
(1) the receipt of routine and late payments; (2) processing 
customer orders for service turn-on and turn-off, gas appliance 
repair, adjustment, leakage, and various other ordersJ (3) advising 
customers on energy conservation measures I (4) handling various 
complaints, inquiries and extension requestsl (5) preparing 
customer account inquiry forms on more complex billing questions; 
(6) providing customers with duplicate bills; (7) receiving bifl" 
deposit and merchandise paymentsl (8) making cash refunds; and 
(9) providing assistance to low-income ratepayers, such as 
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providing LIRA applications, assisting customers in filling out the 
forms, and referring indigent customers to community s~rvice 
agencies. Five of the closed offices had bilingual service 
representatives. 

SoCalGas contends that it has adequate alternative 
measures planned or in place to ensure a just and reasonable leVel 
of service in each of the 12 communities where a branch office vas_ 
closed. SoCalGas believes that equivalent service will be provided 
by a combination of (1) authorized payment agencies (APAs), 
(2) telephone service, (3) payment or service by mail, or (4) other 
branch offices. 

Complainants and DRA contend that when 12 branch offices 
were closed in Hay 1991, SoCalGas failed to provide reasonable 
alternatives to the services which had been provided by these 
offices. Some services cannot be adequately provided by phone, 
mail or at an APA. As a consequence, complainants contend, the 
closure of these branch offices resulted in a significant 
degradation in service. 

The evidence in this record overwhelmingly supports the 
complainant's position. 

Routine Bill Payments 
One of the primary services of the branch office is the 

receipt of routine bill payments. On average, the 12 closed 
offices received a total of 68,000 payments each month. 

An APA is a local business which is authorized by 
SoCalGas to collect routine payments from utility customers. 11 

11 An uilauthorized payment faoility, unlike an APA, typically 
charges the customer a f~e for coll~ctinCJ payment of the utility 
bill and fo~ardinCJ the payment to the utility. This form of 
payment is risky. These faoilities are not authoriz~d by the 
utility to collect the paYment. The facilities do not guarantee 

(Footnote continues on next page) 
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Authorized payment agencies can be a reasonable alternative to A 
branch office for routine bill payments. 1i HoweVer, ·to provide· 
equivalent payment service to a branch Office, they must be as 
conveniently lOcated as the branch Office and must be capable Of 
assuming the payment volume of 'the closed office. When CRESAP 
recommended closing these branch offices, the proposal was premised 
ort the assumption that each closed branch office would be. replaced 
by an APA located nearby. Yet, in Kay 1991, SOCalGas closed eight 
branch offices13 without first opening an APA within these 
communities. In these communities, customers were required to 
travel to another city, as much as nine miles away, to make a 
routine payment in person. 

When SoCalGas closed the Hanford office, the olosest APA 
agency was in Lemoore, a distance of nine miles. When Dinuba 
closed, the closest payment agency was in ReedleY,.five miles away. 
When corona olosed, the olosest payment agency was in Riverside, 
fOur miles away. 

For those who Own an automobile, these distances may seem 
insignificant. On the other hand, for thOse who do not own a car 
and where public transportation options are limited, distances of 
more than a mile can pose a significant hardship. We have been 

(Footnote continued from previous'page) 
that payment will be forwarded in a timely manner. If payment is 
not forwarded, the customer has no recourse against the utiiity. 
unauthorized payment facilities are not reasonable alternatives to 
a branch office or APA. 

12 Most APAs accept only routine payments. APAs do not accept 
late payments. APAs do not provide any of the other services of 
the branch Office. 

13 Fontana, Corona, Alhambra, Bellflower, Hanford, Visalia, 
Dinuba and Banning. 
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inconvenience similar to that of Ms. Munoz. 

14 This profile of the branch office customer is drawn from tvo 
socalGas *surveys.* Both surveys are flawed and are likely to 
understate the use of these offices by low-income customers. One 
"survey· was a questionnaire distributed to all branch offices. 
The sUrVey was not scientifically conducted, and the results are 
not statistically siqnificant. The other sUrVey was conduoted 
predominately over the telephone. Therefore, customers who did not 
own a phone (and were therefore most in need of a branch office) 
were not proportionately represented • 
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Nor is it fair to characterize the testimony of custOmer 
hardship as -tales.- We find the testimOny of SoCalGas customers 
in this proceeding to be sincere, specific, Accurate and credible. 
SoCalGas itself could have verified the extent of customer hardship 
if it had taken time to talk to its low-income and minority 
customers before it decided to close these offices. However, 
SoCalGas did not do so. Because of severe time constraints on the 
CRESAP study impOsed by SoCalGas, CRESAP did not have time to talk 
to even a single disadvantaged customer before it recommended 
closure of 36 branch offices. 15 

SoCalGas also dismisses the testimony of hardships by 
disadvantaged customers on the grounds that any customer who 
chooses to pay at a branch office is not acting in a rational or 
·cost-efficient- manner. SoCalGas argues it is more cost-effective 
for a customer to pay by mail, than to pay in person at a branch 
office. However, for many low-income customers without cars or 

• 

checking accounts, payment by mail actually requires greater time • 
and expense because it requires purchase of a money order, 16 
purchase_of a stAmp, and mailing of the bill, For these customers, 
payment in cash at a branch office or alternative payment agency is 
the most convenient and least costly method of payment. 

15 Instead, CRESAP's understanding of customer needs was gained 
tnrough (1) a sketchy questionnaire which was not statistically 
valid and did not inquire as to customer needs or impacts, (2) 
general demographic data, (3) transaction volume in a linear 
program as a -proxy· for why customers visit, and (4) interviews of 
SoCalGas managers. 

16· In the last 12 months, the Commission has had two occasions to 
order regulated utilities to accept money orders for payment of 
utility bills, where the money orders were issued by companies 
which had become insolvent. (Res. &-3241, &-3252.) Although only 
a small portion of utility bills are presently paid by money 
orders, closure of the 12 branch offices is likely to increase the 
frequency of this form of payment. 
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late pay:ments 
When a customer account becomes delinquent, ·SoCalGas 

issues a notice warl'ling of an impending shut-off in service. When 
the customer receives the notice, the customer has 48 hours in 
which to make payment in order to avoid shut-otf. Most APAs do not 
accept 48-hour payments. A customer can mail payment, but there is 
no assurance that it will be received in time to avoid shut-off. 
As a result, for a customer to ensure continuation of service, he 
or she must deliver a late payment in person to a branch office 
within the 48-hour period provided in the notice.!7 

CRESAP recognized that the elimination of branch offices 
in certai~ communities would significantly increase the time and 
effort required to make late payments. When the Dinuba payment 
office olosed, the nearest branch office to the Dinuba area was in 
porterville, 45 miles away. For Hanford, the olosest office was in 
porterville, 40 miles distant. Despite the knowledge that the 
olosure of branch offices would create new significant burdens to 
customers making late payments, particularly in communities such as 
Hanford and Dinuba, neither CRESAP nor socalGAs -developed a 

17 In lieu of taking a payment to a branch office, socalGas 
suggests that the customer can give the payment to the field 
collector who comes to tUrn oft the gas. This is obvlously not a 
praotical alternative. The field colleotor does n6t maka an 
appointment to turn otf the gas. The field colleotor may cOrne to 
the tesidence at any time after the payment deadline. TO meet the 
field colleotor with a late payment, the customer WOUld haVe to 
remain at his or her residence for an indefinite period of time. 

SoCalGas also suggests that if a customer receives a 48-hour 
notice and cannot pay the bill in person in this time period, they 
may call SoCalGas and request an extension. However, this option 
is not explained in the notice provided to the customer I thus, most 
customers may be forced to unnecessarily drive great distances to 
pay the bill in person prior to shut-off. 
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definitive understanding of the issue before closing the offices.­
(Tr. 101'1226.) 18 

Restoring service 
If a customer's service is turned off for nonpayment of a 

bill, a custom~r must make full paym~nt before service is restored. 
such payment cannot b~ made at an APA. Therefore, the only 
practical means for a customer to obtain prompt restoration of 
service is to take payment to a branch office. As with late 
payments, this serVice was much more difficult to obtain in those 
communities, such as Hanford and Dinuba, where the nearest branch 
office was many miles away. As with late payment procedures, 
soealGas closed the 12 offices before developing alternative 
procedures to service these customer needs. 

Low Income Rate Assistance r' 

• 

Branch"offices have performed a variety of services for 
low-income customers. Branch offices will assist customers in 
signing up for the-LIRA program. In a branch office, a SoCalGas 
employee will provide the form, offer assistance in filling it out, • 
and review it for completeness. If the customer fills out the 
application at the office, the customer becomes eligible for LIRA 
rates as of the date the completed application is received at the 
branch office. 

SoCalGas argues that LIRA applications can as easily be 
requested by telephone and submitted by mail. However,-when a 

18 As patterson, Director of the CRESAP study, testified, MWe 
. were aware, and that is why there is language in the report to 

indicate that we were concerned about those policies and we felt 
they had to be addressed •••• (T)here were a number of things that 
needed to be accomplished in order to achieve olosures. And these 
other things were of equal inportance to the olosings themselves.­
(Tr. 10/1151-52.) Unfortunately, SoCalGas closed the 12 offices 
before it addressed the other questions, such as late payment 
procedures, Which were of equal importance to the closures. 

- 17 - • 



• 

• 

C.91-05-042 ALJ/GLW/jft 

customer applies by nail for LIRA'rates, the customer becomes 
eligible only when a completed application is received by 50CalGas. 
This may be days or weeks after the customer initially requests the 
form. First, socalGas nust mail out the application. There is 
conflicting evidence in this record as to how promptly this is 
accomplished. Second, the customer must fill out the application. 
While assistance is available over the telephone, it is doubtful 
that this type of assistance is as effective as face-to-face 
contact with the SoCalGas employee. If a customer makes an error 
on the application, it will be returned by mail to the customer. 
Thus, it may take nuch longer for customers to apply and become 
eligible for LIRA assistance by mail, than if they dO so in person 
at a branch Office. 

Other services 
SoCalGas contends that other services performed by a 

branch office can be performed as efficiently and effectively by 
the telephone bureau. The difficulty with SOCalGas' argument is 
that some services simply cannot be performed by the telephone 
bureau: Assistance with coded accounts, replacing lost bills, 
services which reqUire customer identification, and cash refunds. 

For these services, the only practical alternative is for 
a customer to travel to the nearest branch office, at distances up 
to 45 miles from the closed facilities. 
Was Notice of the Closures Timely or Adequate? 

The burdens imposed on customers by the closure of these 
12 offices were compounded by soCalGas' failure to provide timely 
or adequate notice of the closures, Although SoCalGAs deoided to 
close 12 offices in February 1991, socalGas did not first provide 
notice to customers until mid-April, approximately six weeks before 
the offices were closed • . , 

Notice consisted of 8-1/2· X 116 announcements posted in 
each branch office. In some communities, SoCalGas also issued a 
press release regarding the closures. SoCalGas did not place any 
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paid advertisements prior to closure. SoCalGas did not notify 
customers through bill inserts. 

SoCalGas l limited notice vas too little and too late. 
si~ weeks is simply too short a period of time to provide effeotive 
notice. Some offices had been operating for decades. Yet, the 
only customers who were apprised of the closures were those wh6 
came personally to the office in the si~-week period prior to 
closure and who happened to see the posted notice. As a result of 
the limited notice, many customers came to closed offices in the 
months following May 31, 1991. 

7he notice which was posted reflects a utility which is­
largely indifferent to the needs of its customers. For those 
customers who came to the branch office to pay a bill, the notice 
provided only the address of the nearest branch office and/or 
payment agency and a map roughly depicting the location of these 
offices. 7he notice did not provide information intended to 
easily guide the customer to the new office, such as actual 
distances, directions, or information on public transportation. 

For those customers who came to the branch office for a 
purpose other than bill payment, the notice provided no information 
at all. Although SoCalGAs claims that most other branch 6ffice 
services could be -readilyW provided by phone, the notice failed 
even to provide a phone number. 
Did the closure of 12 Branch 
Offices Violate PO Code i 4511 

SoCalGas argues that PU code § 451 requires a balanoing 
of the fout factorsl adequate, just, reasonable and efficient. We 
agree with socalGas that to determine the proper level of utility 
service we must carefully balance all four factors. We find, 

-,however, that the CRESAP formula did not consider, much less 
balance, these criteria. 

CRESAP did collect some data on the efficiency of the 
branch offices. It compared, for example, the cost per transaction 
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of 50 offices. However, this information was not incorporated int6 
the closure formula. As a result, visalia, Dinuba and Flower 
street were closed in 1991, despite the fact that these offices 
received a high (loot) efficiency ranking from CRESAP. 19 

Neither CRESAP nor SoCalGas considered, much less 
balanced, the adequacy or reasonableness of service after these 
offices were closed. In order to determine whether a reasonable 
level of service is maintained after closure of the 12 Offices, it 
is necessary to understand the costs or burdens to the customer of 
making alternative service and payment arrangements. The cost to 
the customer was not considered in the CRESAP analysis. 
instead, soCalGas assumed that the cost to the customer of closing 
branch offices is Wnot terribly relevant to the determination of 
whether a just, reasonable, adequate, and efficient level of 
service can be maintained. w (SoCalGas Reply arief, pp. 15-16.) As 
a consequence of its belief that the cost to customers of closing 
Offices is not televant, neither SoCalGas nor CRESAP made any 
attempt to determine the value of these services to its customers, 
or the costs and burden borne of customers when these services were 
discontinued. CRESAP did not undertake a cost-benefit analysis to 
compare the costs of providing branch office services against the 
benefits to ,customers who received the service. 20 

19 While we find no rational basts for soCalGas' decision to 
close the most efficient offices, we do not mean to imply that 
SoCalGas Was justified in closing less efficient offices. The goal 
of effioiency may often conflict with the goal of providing just 
service. A rational decision-making process will understand and 
veigh both goals. In contrast, CRESAP's formula fails to 
incorporate either goal. 

20 Instead, CRESAP conducted a risk/benefit analysis. In this 
analysis, CRESAP compared the savings to be realized from closure 
against the risk of community backlash or cpuq Winterference. w 
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The cost to the customer of the closed offices is not 
merely relevant to the determination of reasonable and adequate 
service; it is essential to this determination. SoCalGas' failure 
to consider, much less balance, the actual hardship incurred by 
customers in these communities is a violation of PU Code § 451. 
Although the closure of a branch office itself does not constitute 
the elimination of a basic service (such as shutting off the gas to 
a home), our concern is that SoCalGas' closure of branch offices in 
rural communities, without having adequate alternative services 
firmly in place at the time of closurel whittles away a right to 
obtain and pay for basic services in a mAnner nO less disturbing 
than an outright physical embargo of these customers. 

In defense of its decision to close these offices, 
SocalGas offers several arguments. First, SoCalGas contends that 
the closure of an office in a community is not an unreasonable 
diminution of service, because SoCalGas cannot have an office in 

• 

every city in its service area. However, no one in this proceeding • 
has suggested that SoCalGas should have an office in every 
community. Instead, the requirement has been that the utility 
receive payments at locations at or near the customers it serves. 
(27 CRe 538.) 

When SoCalGas closed the 12 offices, it significantly 
increased the distance a customer would be required to travel to 
the next closest officel particular in outlying rural portio~s of 
its service territory. For exampte, SoCalGas serves approximately 
30 communities along 'the coast between Oxnard and paso Robles, a 
distance of approximately 170 miles. Until 1988 SoCalGas serVed 
the area with five branch offices spaced approximately equidistant 
along the coast. 

In 1988, soCalGas closed the branch office in paso 
Robles. As a consequence, customers in paso Robles who needed a 
branch office were required to drive 33 miles to san Luis Obispo. 
Then, in 1991 SOCalGas closed the san Luis Obispo office. Now 
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customers in Paso Robles must drive another 33 miles south to the 
nearest branch office in Santa Maria. If, as CRESAP propOses, 
Santa Maria is closed in 1993, customers in San Luis Obispo county 
will be required to drive-all the way to LOs Angeles to receive 
service frOm a branch office. 

Second, SoCalGas cOntends that it has plans to provide 
equivalent service. SoCalGas believes that the location of an APA 
in the same community, a branch office no more than a one-hour 
drive away, and expanded telephone service meets the level of 
service anticipated in the last general rate case and fully 
complies with PU Code § 4S1. 

oRA contends that SoCalGas' proposed service standards 
are inadequate. In particular, ORA catalogued chronic, serious 
problems of delay and confusion in SoCalGas' computerized answering 
system. 21 

ORA also disputed the reasonableness of the one-hour 
drive-time standard proposed by SOCaiGas. DRA suggested that 
branch offices should be placed so that no customer would be 
required to drive more than half an hour to a branch office. 

The distance to be traveled to a branch office cannot 
alone define a~ adequate level of service. The number of customers 
which is affected and the frequency of their travel are equally 
vital factors. If, for example, a~l customers in san Bernardino 
county were required to travel to a branch office in downtown L6s 

21 The quality of telephone services offered by SoCaiGas' 
centralized customer service bureau is not directly the subject of 
this complaint proceeding. However, the evidence offered by ORA is 
sufficient to raise serious concerns about the quality of these 
services. ORA reports confusing computeri~ed messages and long 
delays in response time. SoCalGas reports that some commercial 
customers are given priority access to the system, so that they 
need not be inconvenienced by the delays suffered by residential 
customers • 
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Angeles, it could be said with certainty that SoCalGas has not 
provided an adequate level of service. Because SoCalGas t ·one-hour 
drive- standard focuses exclusively on the question of distance~ -it 
is not a prudent basis tor evaluating the adequacy of service. 

Moreover, even if we assume for the sake of argunent that 
SoCalGas ' proposed alternatives could satisfy the requirements of 
just and adequate service, the evidence is overwhelming that 
SoCalGas had not met its own standards at the time it closed these 
12 offices. APAs were not in place in each community. The phone 
service was not fully operational. The drive from Paso Robles to 
Santa Maria-exceeds one hour. 

Third, SoCalGas argues the ·millions of ratepayers who do 
not use the payment offices· should not be -forced to subsidize· 
these facilities. SoCalGas' argument represents a fundamental 
misconception of- its obligation as a public utility. The fact that 
a majority of customers may have the ability to pay their bills by 
mail does not justify a decision to deny paym~nt facilities for the 
-minority.-

Because utility rates are based on average costs, 
subsidies are an inherent part of the rate structure. old 
customers subsidize new customers. High-volume customers subsidize 
low-volume customers. Customers in high-density areas subsidize 
customers in low-density areas. Customers who obtain service by 
mail subsidize both those who use a branch office and those who use 
the phone. 

Thus, we are not troubled by the fact that the cost of 
delivering service to one group of customers may exceed the cost of 
service to another group. However, we are troubled by the fact 
that SOCalGas seeks to arbitrarily eliminate ·subsidies· which 
benefit the rural poor and disadvantaged. 
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Also; troubling is the extraordinary amOunt of money 
which SoCalGas has spent to rationalize and defend its decision to 
clOse these offices. CRESAP was paid approximately$13Q;OOO for a 
shoddy, hastily assembled study to ·determine and justify the 
services SoCalGAs wants to continue.- (Ex. 3, Tab 24, p. 2) 
CRESAP ~as paid another $200,000 for -litigation support~ in this 
proceeding. Another consultant, Harold Daume, was paid 
approximately $35,000 to conduct a telephone survey and to prepare 
a report, pOrtions of which were so offensive that SOCalGas 
declined to offer the report into eVidence. 22 Thus, SoCalGas has 
expended at least $365,000 for consultant studies which are 
essentially worthless. In an era that SoealGas characterizes as a 
time of ·scatce resources· we find these expenditures to be a waste 
of ratepayer money. $365,000 would have been better spent to 
operate the Banning office for the next three years. 

Fourth, soealGas argues that it has mora branch offices 
for the size of its service territory than either Pacific Gas and 
Electric Company or Southern california Edison company. In other 
words, SOCalGas argues, on a system-wide basis, SoCalG3s provides a 
hi9her level of payment office service than two of the other major 
utilities in the state. 

22 We find that the rebuttal testimony of Dr. Weismantel 
correctly describes Daume's report. Daume's report describes 
customers using branch offices in negative, stereotypical language. 
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Complainants, on the other hand, argue that on a 
population basis, SoCalGas has fewer payment offices than either 
pacific Gas and Electric Company or Southern California Edison 
Company. 

Neither statistic standing alone is conclusive proof that 
SoCalGas has or has not complied with PU Code § 451. The critical 
question is not the total number of officest but rather, how are 
these offices distributed in relation to the customers they serve? 
No matter how many total offices SoCalGas may have, we would find 
the service provided by SOCalGas to be unjust and unreasonable if, 
as CRESAP proposed, all offices were concentrated in Los Angles 
County. 

Fifth, SOCalGas argues that it -has been charged to find 
ways to deliver essentially the same level of services for lower 
cOst- (see, for example, 0.85-12-076 issued December 18, 1985, 
pp. 33-34). SOCalGas alleges that if the Commission ordered 

• 

SoCalGas to close no more offices, it would contradict the • 
Commissions charge that SoCalGas ·do-it-for-less.-

SoCalGas has misread 0.85-12-076. Our charge was clear 
and specific. We did not order the utility to reduce costs by 
eliminating essential services. Instead, our admonition is that 
·utilities should constantly seek to minimize costs commensurate 
with high levels of service.- (19 CPUC 2d 473; emphasis added.) 

In the instant case, SoCalGas' decision to close these 
offices failed to adequately consider either costs or the necessary 
level of service. The CRESAP formula entirely iqnored the 
questions of cost and efficiency. The formula also ignored 
the cost and hardship to customers of the closures. 

Eight years ago, SocalGas had 62 branch offices. 
SoCalGas closed two offices in 19Q4, two in 19Q6, six in 1988, and 
one more office in 1990, bringing the total number of payment 
offices down to 50. In May 1991, SoCalGas closed 14 more 
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Offices. 23 In the span of eight years, SoCalGas has reduced the 
number of branch offices by 43%. 

Moreover, at the time this complaint was filed l SoCalGa·s 
was giving active consideration to closing up to 25 additional 
offices. If the recommendations of CRESAP were given full effect, 
SOCalGas would olose all branch offices outside of central Los 
Angeles. 24 Absent significant reforms in SOCalGas' system of 
service delivery, a customer in Dinuba who needed to make a late 
payment would be required to driVe not just 40 miles, but 240 
miles, to find the closest branch office. 

soealGas' failure to have adequate notice and 
alternatives in place at the time it closed these 12 offices raises 
serious questions regarding the prudence of its deoision to close 
the prior offices. These failures also give rise to grave concern 
for the welfare of all customers outside of Los Angeles, if the 
CRESAP plan were fully implemented. 

In summary, we find that SoCalGas' closure of 12 branch 
offices, with inadequate notice and without reasonable alternative 
services in place, was unjust and unreasonable and a olear 
violation of PU code § 451. To remedy these violations, SOCalGas 
is ordered to take the following aotions: 

23 In addition to the 12 offices listed in footnote 1, SoCalGas 
closed the branch offices located in Los Angeles (Flover street) 
and Ventura. These two offices are not the subject of this 
complaint. 

24 SocalGas states that it has no *final plans· to close the 
additional 25 offices recommended by· CRESAP. However, soCalGas' 
witnesses stressed that the decision to close the first phase of 
offices in 1991 was a question of "sequenoing" (when, not whether, 
to close these 16 offices). (Tr.8/865.) Thus, those 25 offices, 
which remain open, are open only because it will be nore difficult 
to 'cover for these offices" once they are closed. (Tr. a/867~) 
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. 
First, we order SoCalGas to immediately reopen each of 

the 12 close~ offices which are the subject of this complaint. 
SoCalGas shall fully restore to each office the full range Of 
services which were available in that office prior to January 1, 

1991. All offices shall be reopened within 90 days of the 
effeotive date of this decision. 

In the event that SOCalGas cannot reopen a branch office 
at any of the 12 locations for reasons outside of its control, 
socalGas shall open a new branch office in the same community at a 
location which is at least as convenient and accessible as the 
office which was closed. such office shall be opened within 120 
days of the effective date of this order. Such office may be 
located in facilities shared with another utility.25 

" . 

• 

Second, beginning september 1, 1992, SocalGas shall file 
and serve monthly compliance reports with this commission 
describing its efforts to res~ore branch office services in each of 
the 12 communities. Each report shall be verified by an officer of 
socalGas. The reports shall continue until service is restored in • 
each 0 f the 12 COmIuun it ies • 

25 According to Patterson, there is not a significant cost 
reduction when utilities share payment faoilities because the major 
cost of the office is labor and each utility would hav.e its own 
cadre of employees. As a praotical matter, according to the 
witness, utilities will not accept -generic· representatives to 
collect cash ·without some rather onerous p6lioies and procedures 
in place to make sure they weren't being shorted out of their 
portion of the cash.- (Tr. 10/1267.) In effect, patterson 
testified, socalGas doesn't trust Southern california Edison to 
colleot'a cash payment from a SoCalGas customer. We find such 
testimony to be very troubling. If SaCalGas can trust an APA (such 
as a convenience store) to collect and forward cash payments, 
surely it ought to be able to arrange economical payment 
arrangements with another regulated utility. No ratepayer should 
suffer as a cons~quence of petty rivalry or irrational mistrust • 

- 27 - • 



; 

• 

• 

• 

C.91-05-042 ALJ/GLW/jft 

Third, we order SOCalGas to file and serve, no later than 
october I, 1992, a detailed report describing the closure of 
all branch offices since 193~. The report shall includet 

The specific facts or information which 
SoCalGas relied upon when it decided to 
close each office; 

The nature, extent, and duration of notice 
which SOCalGas provided to customers served 
by each officet 

The service alternatives which were 
available in these communities on the day 
the offices closed; 

The service alternatives, if any, which were 
added in or near these communities after 
closure of the officest and 

The nature and e~ent of customer input, if 
any, which SoCalGas solicited or received 
before or after the closure of these 
offices. 

Fourth, SoCalGas shall not close any branch office nor 
materially diminish the services pr~vided in ~ny branch office 
without the express prior authorization of the commission. 

Finally, we believe the time has come to make a broader 
inquiry into the payments services provided by the major eleotrio, 
gas and telecommunication utilities in this state. For example, if 
it is true, as one witness testified, that petty competitive 
riVAlries prevent utilities from sharing payment facilities and 
labor, there is a need for Commission direction. In the same vein, 
if there 'are major differences in the quality of payment services 
between utilities or between areas.within a particular service 
territory, Commission direction may be required. In the near 
future, w~,will convene a workshop to review these questions on a 
statewide basis. Following this workshop, the commission will, if 
necessary, issue an order instituting investigation into these 
matters. 

- 28 -



C.91-05-042 AIJ/GLW/jft 

Findings of Fact 
1. On May 31, 1991, SocalGas closed 12 branch 6ffices within 

its service territory. SoCalGas closed the branch offices in· 
Alhambra, Banning, BellfloWer, corona, covina, Dinuba, Fontana, 
Hanford, LOmpoc, Monrovia, San Luis Obispo, and Visalia. 

2. The CRESAP formula was neither an accurate nor objective 
basis for makin~ decisions about branch offices. The formula was 
simply a mathematical expression of a predetermined policy decision 
to close all branch Offices in smaller, rural communities, 

3. SoCalGas closed even those offices, such as Dinuba, 
Visalia, and Banning, which were rated by CRESAP as most efficient. 

4. CRESAP recommended closure based upon the perceiVed 
npOlitical sensitivltyn of the cOmIDunity. 

5. The distance from the closed offices to the closest open 
branch office ranges trom 3 to 45 miles. The distance to the 
nearest APA ranges from one Bile to nine miles away. 

• 

6. For many low-income customers without cars or checking 
accounts, payment of cash at a branch office or alternative payment • 
agency is the most convenl~nt and le~st costly method of payment. 

7. The inpact of the office closures fell disproportionately 
on poor, elderly, and minority customers. 

8. The elimination of branch offices in certain communities 
significantly increasad the time and effort required of customers 
to make late payments. 

9. The only customers who were apprised of the closures were 
those who carne personally to the office in the six-week period 

'prior to closure and who happened to see the posted notice. As a 
result of the limited not~ce, many customers came to olosed offices 
in the months following May 31, 1991. 

10. In the,span of eight years, SoCalGas has reduced the 
number of branch offices by 43\. 
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11. Neither CRESAP nor SoCalGas considered, much less 
balanced, the cost or inconvenience to customers which would occur 
after these offices were closed. 
Conclusions of Law 

1. SotAIGas t closure of 12 br4nch offices, w~th inadequAt. 
notice and without reasonable alternative services in place, was 
unjust and unreasonAble and a clear violation of PU Code § 451. 

2. Because immediate action is necess~ry to correct the 
adverse effects of the office closures 6n the public convenience 
and necessity, this order should be effective today. 

IT IS ORDERED thatt 
L Southern california Gas company (SoCaIGas) s·hall 

immediately reopen its branch offices in Alhambra, Banning, 
Bellflower, coronal Covina, Dinuba, Fontana, Hanford, Lompoc, 
Monrovia, san Luis ObispO and visalia. SoCalGas shall fully 
restore to eAch office the full range of services which were 
available in that office prior to January I, 1991. Each office 
shall be reopened within 90 days of the effective date of this 
order. SoCalGas shall publish notification of the reopening in 
newspapers of general circulation, post notices in community 
centers, and notify agencies serving the poor and elderly prior to 
the reopening. 

2. In the event that SoCalGas cannot reopen a branch office 
at any of the 12 locations, for reasons outside of its control, 
SoCalGas shall open a new branch office in the same community at a 
location which is at least as convenient and accessible as the 
office which was closed. such office shall be opened within 120 
days of the effective date of this order. 

3. Beginning September 1, 1992, SoCalGas shall file mOnthly 
compliance reports with this Commission describing its efforts to 
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restore branch office services in each of the 12 commurafties to the 
service level rendered prior to closure. Each report-shall be 
verified by an officer of SoCalGas. The reports shall continue 
until service is restored in each of the 12 communities. 

4. No later than October 1, 1992, SoCalGas shall file wit~ 
the Docket Office and serve a detailed report describing the 
closure of all branch offices since 1981, other than the 12 offices 
which-are the subject of this complaint. The report shall includet 

The specific facts or information which 
SoCalGa.s relied upon when it decided to 
close each office; 

The nature, extent, and duration of notice 
which SoCalGas provided to customers served 
by each office; 

The service alternatives which were 
available in these communities on the day 
the offices closed; 

The service alternatives, if any, -which were 
added in or near these communities after 
closure of the offices; and 

The nature and extent of customer input, if 
any, which SoCalGas solicited or received 
before 6r after the closure 6f these 
offices. 

5. Until further notice, soCalGas shall not close any branch 
office nor ~aterially diminish the services provided in any branch 
office without the express prior authorization of the Commission • 
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6. This prOc.eediftCj "shall remain open for ·rev iew and'possible 
. futtheraction on the compliance reports specified in-this 
decision, 

This order is effective today • 
. Dated AUgUst 11, 1992, at San Francisco, california. 

DANIEL wm. FESSLER 
president 

PATRiCIA M. ECKERT 
NORMAN D. SHUMWAY 

Commissioners 

commissioner John B. Ohanian, 
beinq necessarily absent, did 
not participate • 
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