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ALJ/ee/kZ 

Decision 52 01 63 JAN 1 9 ~82 

BEFORE !HE PUBLIC UTILITIES COMMISSION OF THE S~TE OF CALIFORNIA 

Application of Southwest Gas 
Corporation for authority to 
increase Natural Gas Rates 
in Placer County, california. 

) 
) 

~ 
) 

Application 60714 
(Filed July 6, 1981) 

William A. Claerhout and Rochelle Levine Berkley, 
Attorneys at taw, for Southwest Gas 
Corporation, applicant. 

James S. Rood, Attorney at taw, and Jay Johnson, 
tor the ~omm1ssion staff. 

OPINION ....... --- ...... -~ ... 
Southwest Gas Corporation (SW) seeks authority to increase 

its rates and charges for natural gas service in its Placer County 
District. As originally filea, the application which is based on a 
1982 test year requested an increase of approximately $180,000 for 
1982 and an additional $192,000 for 1983. The application alleges 
that these are the amounts necessary to earn a rate of return of 
12.73% and an opport~1ty to earn a return on common equity of l6.01.. 

Duly noticed public hearings were held before Administrative 
Law Judge 0 'Leary (ALJ) at Tahoe City on August 27, 1981 and at 
San Francisco on September 22, 1981. The matter was submitted on 
October 6, 1981 with the filing of late-filed Exhibits 21, 22, and 23. 

The hearing which was held on August 27, 1981 was for the 
~rpose of receiving public witness testi~y concerning the requested 
increase. Only one person appeared at the hearing to protest the 
proposed increase. A letter was also received fro= one customer 
protesting the increase. Evidence was presented by SW that notice 
of the hearing was: 
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1. Posted ~t its business office and eo11ec~ion 
~gency locations; 

2. Published July 22, 1981 in the "Lake Tahoe 
Ncws," South Lake 'I'~hoe 1 and in "The Tahoe 
Worle," Tahoe City; and 

3. Mailed to its customers with customer 
billing between July 20 and August 18, 1981. 

At the September 22, 1981 hearing testi:ony was presented 
by two witnesses for SW and four witnesses froz ~he Commission 
staff. The prepared testimony of an addi:iona1 four witnesses of 
SW and six witnesses of the Commission staff was received in evidence / 
without cross-examination under stipulations entered in~o by counsel ~ 
for SW and the Commission staff. 

!he staff's examination of SW's showing prior to the 
September 22, 1981 hearing resulted in various adjustments by the 
staff which SW agreed to • 

Exhibit 14 prepared by SW, entitled "Stipulation .and 
Agreement Su:tm:n.ary," contains three tables shOWing adoptee amounts 
wi~h respect to revenue and expenses, rate b~se, and ineome taxes 
under present rates based upon a 1982 test year. 

The figures agreed upon by Southwest and the staff are based 
upon tax law prior to the enactment of ~he Economic Recovery Tax Act 
of 1981 (ERIA). SW also excluded in the exhibi: its caleu14:ions of 
Deferred Investment Tax Credit and Fedcr4l Income Tax b3sed on ERTA. 

the Commission staff did not present any evidenee concerning 
ERIA because at the tioe of the hearing, the Commission was reviewing 
various ratemaking procedures that should be adopted to conform with 
the provisions of ER!A in Order Instituting Investigation (OIl) 24. 

On December 15 we issued Deeision (D.) 93848 in OIl 24. 
This decision gives effect to ERZA by adopting the conventional 
normalization method for treating depreciation and investment ~x 
credit • 
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For the purposes of this decision we will utilize SY's 
calculations based on ERTA for Deferred Investment Tax Credit and 
Federal Income T~x, based on the assumption that said figures meet J 
the requirements of ER!A with respect to full normalization of 
depreciation and investment tax credit. 7he alternative would be t 

reopen this proce~ding for the taking of further evidence by the staff~ 
with respect to the effects of ERTA. A comparison of the post-ERIA vr 
calculations with pre-ER~h ealculations discloses the differences to 
be minor when considering the application overall. It is apparen: 
that evidence which would be presented by ~he staff would have little 
or no effect on our final calculations since the staff agrees with 
all caleulations not affected by ERTA. 

Although SW's presentation is based on Option II for 
normalizing Investment Tax Credit on Accelerated Cost Recovery 
System (ACRS) property, this decision does not prohibit SW, in future 
rate proceedings, from utilizing Option! or any other option that 
may be available or required by federal regulations. 

Tables 1 and Z following disclose summary of revenues 
and expenses (Taole 1) and summary of earnings (Table Z) giving ~he 
effect of ERTA . 
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TABLE 1 

Revenues and Expenses 
(000) 

Description 

Operating Revenues 
Operating Expenses 

C.a s Supply 
Transmission and Distribution Expenses 
Customer Accounts 
Customer Service and Info. Expenses 
Sales Expense 
Administrative and General 

Subtotal 
Depreciation and AmOrtization Expense 
Taxes Other Than Income 
Ca li£. Franchise Tax 
Federal Income Tax 

Total Operating Expenses 
Net Income 

AmountJ:./ 

$5 7 797.1 

3,353.0 
216.7 
319.3 
104.9 

7.9 
192.4 

4,194.2 
335.2 
87.5 
29.8 

315.2 
4,961.9 

835.2 

::.1 sw and the Commission staff are in agreement with 
all am.:>unts, except that the Federal Income Tax 
expense is the figure SW computed based on ERTA • 
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Description 

District Plant in Service 
Alloc. General Office Plant 

Total Utility Plant 
Working Capital 

Materials and Supplies 
Prepayments 
Working Cash Allowance 

Total lo1orking capital 
Adjustments 

TABLE 2 

Rate Base 
(ocrO) 

Customer Advances for Construction 
Deferred Investment Tax Credit (ITC) 

Total Adjustments 
Subtotal Before Deduct. 

Depreciation and Amortization Reserve 
District Reserve 
Alloc. Gen. Off. Reserve 

Total Reserve 
Adjustment 

ACRS Deferred Taxes 

Average DepreCiated Rate Base 

(Red Figure) 

Amounts 

$ 9,862.5 
295.l 

10,157.6 

57 .. 3 
9.3 

40.8 
107.4 

(189.8) 
(20.9) 

(210.7) 

10,054.3 

3,133.0 
36.2 

3,169.2 

(12.7) 

6,872.4 

1/ SW and staff are in agreement with all calculations 'I 
except that ITC and ACRS deferred taxes are SW's 
figures based on ERTA • 
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Ra~e of Return 
As stated earlier SW originally requested a rate of return 

of 12.73% for 1982 and 12.97% for 1983 which is an opportunity to 
earn a return on common equity of 16.01. for both years. 

Based upon ~he staff adjustments which SW agreed to as 
set forth in Tables 1 and 2, SW is requesting a rate of return of 
13.01% for 1982 and 13.19% for 1983 which results in a return on 
common stock equity of 16.01. which is based upon the staff's average 
capital structure which SW used in its late-filed Exhibit 21 for 
both years as follows: 

-~ 
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1982 1983 

Component 
Capita 1 izat ion Weighted Capita lization Weighted 

Ratios Cost Cost Ratios Cost Cost 

Long-Term Debt 45.007- 10.94% 4.927- 45.007- 11.457- 5.151-
Intermediate-Term Debt 8.00 13.00 1.04 8.00 12.00 .96 
Preferred stock 11.50 11.91 1.31 11.50 12.21 1.40 
Coowon Equity 35.50 16.00 5.68 35.50 16.00 5.68 

Total 100.00'. 13.017- 100.007- 13.191-

• 
" • 
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In order to earn i~s requested rates of return for 1982 
SW requires additional gross revenues of $93,200 for 1982. 
Table sets forth SW's calculations for 1982 including the effects 
of ERTA • 
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TABLE 3 

S~IS Proposed Su~~ary of Earni~Qs 
For Test Year 1982 

Deseri'Otio~ 
, a) 

Operating Revenues 

Operati~e ~x'Oe~~es 

Cost 0: Purchased Gas 
Transmissio~ & 

Distribution Expenses 
CUstomer Accounts 
Customer Se~ice ane 

Informational 
Sales Expe~se 
Administration & General 

Subtotal 

Depreciation & ~~ortization 
Expense 

Taxes Other Than Income 
State Income Taxes 
Federal Income Taxes 

Total Operatin; Exp. 
Net Operating Reve~ues 
Rate Base 

Rate of Return 

~"nou~ts 
Exhibit 14 

(b) 

$5,797 .. 1 

3,353 .. 0 

216 .. 7 
319.3 

104.9 
7.0 

192.4 

S4,194.2 

335 .. 2 
87 .. 5 
29.8 

315.2 

S4,961.9 
835.2 

6,872.4 

12 .. 15% 

.. ., '. t t 1l .... \;;'lUS :':'len 
(c) 

$111 .. 8 

1.1 

S 1 .. 1 

1 .. 0 
0.6 

50.2 

S 52 .. 9 
58 .. 9 

Total 
(d) 

$5,908 .. 9 

3,353.0 

216.7 
320.4 

104.9 
7.9 

1.92.4 

S4,195.3 

335 .. 2 
88.5 
30 .. 4 

365.4 

S5,014.8 
894.1 

6,872.4 

13 .. 01% 

11 Net Operatin; Revenues = S6,872 .. 4 x 13 .. 01~ = S894 .. l 
Additional Net Operatin; Revenues = 5894 .. l - $835 .. 2 = $58 .. 9 

Additional Operati~; Revenues = $58 .. 9 x 1 .. 8976 = $111.8 
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The Commission staff recommends a rate of return of between 
12.747. to 12.921., an opportunity for a return on Comt!lOn equity of 
between 15.257. to 15.75%. the staff did not prepare a summary of 
earnings as did SW. However, sinee SW used the staff's net-to-gross 
multiplier the staff computations needed additional net revenue and 
gross revenue would be as follows based upon the mid-range of the 
staff recommendation (12.83% rate of return, 15.507. return on 
common equity). 

Net operating revenues - $6,872.4 x 12.831. - $881.7 
Additional net operating 

revenues ... $ 881.7 - 835.2 - $ 46.5 
Additional operating 

revenues - $ 46.5 x 1.8976 - $ 88.2 
The request of S'W and the recet::mendation of the sufi with 

respect to ret1.1m on common equity are within 3/4% at the lOW' end of 
the staff recommendation and within 1/4% at the high end of the staff 
recommendation. We believe a 15.5% return on equity is reasonable at 
this time. We will therefore ado?t the mid-range of the staff 
recommendation and base it upon the staff's capitalization ratios 
as shown in Table 4. 

TABLE 4 

Adopted Rate of Return 

Capitalization Weighted 
Component Ratios Cost Cost 

Long-Term Debt 45.007- 10.94i. 4.921. 
Intermediate-Term Debt 8.00 13 .. 00 1.04 
Preferred Stock 11.50 11.91 1.37 
C01lIDOn Equity 35.50 15.50 5.50 

Total 100.00% 12 .831. 
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Rate 'Design 

SW's present residential serviee rate desi9n consists of a 

service charge plus a 3-tier usage structure as follows: 

Placer County Service A:ea 
Custo~er Charge per month 

Ther~ Usage 

Tier 1 (L'': ,. ) l .. e ... lne 
Tier 2 
Tier 3 

J/ ~ur:'l:'!'1e_ 

0-26 
27-126 

Over 126 

0-166 
167-332 

Over 332 

Rate 
lIn 'Dollars) 

$4 .. 25 

Rate ~r the~ 
(In !)ollar~) 

S .. 5442 
.. 60S7 
.. 6SS8 

11 Su~~er seaso~ - ~ay throu~h October .. 
11 Winter season - Nov~ber through April .. 

The Co~~ission staff reco~~enes that the residential rate structure 
~ be reeeignee to a 2-tier structure by eliminating the third tier for 

the followi~g reaso~s: 

~ 

The difference betwee~ the Tier I a~d the 
Tier :I rates is relatively s~ll under the 
present three-tier rate design (only 6.1se). 
U~der a three-tier rate deSign, ~ost of the 
usage is estimated to te~inate in the second 
tier (aoout 99% according to ~) .. 

SW in its original proposal on rate design did not propose 
altering the existing 3-tier structure. It did propose a reduetion 
in the second tier to 27 from 52 the~s for s~~~er usage. However, 
its late-filed Exhibit 21 which is its proposed rate design based upon 
the stipulation and agreement su~~ary as set forth in Table l, 2, 
and 3 previously are also proposing a two-tier reSidential rate 
structure. The proposed rate desi~ns of SW and the staff are set 
forth in Tables 5 and 6, respectively. 
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• • ." TABLE ~ 
> . 

SV Pr9Nscd_Il!l1~ _!k:'Ej£!! 
0-
0 
"'-l .... 

For The Tcst Year 1282 t--

> 
Annual Staff Present kcvcnucs Hevenue at t: 
Numbe." :)nles kales At PI"eSent f'roposell Proposed -" _. _ lJc;>criplion Of Dills Volume'S (IO-I-Po) kates Rates n Rates 

(8) (b) (c) (d) (c) (f) 
. 

(g) 

0-10 Residential }},144 , ',.25 I 1
'
10,862 S 1,.25 I llto,862 

Tier I 2.06~,980 .5856 1,21)9,252 .~"s56 1,209,2,52 
Tier 11 692,569 .6"71 4',8,161 .6620 "58,481 
TicI' III 86.S8~ .(,972 (().X& .6(,20 ~Z1118 

2,8'.4,132 1,858,6'.1 1,U5.?1} 

G-lON kesidcntial 47,9ft(, 1 •• 25 203.771 ' •• 25 2O}.771 
Tier II },854,694 .6411 2.4241~Z2 .6620 2.~~1.80Z 

2,698.l'f} 2,755.578 

I GN-I0 ~~ercial 5,226 4.25 22,211 4.25 22,211 
~ Tier II 1,801,80} .6'.71 !,165.2'·Z .6620 1,192,79" N , 

1,188,158 1,215.005 

0-16 $~rect and Outdoor 
Lighting 24 
Tier II 28.932 1812~ .6620 12.1:/1 

Subtotal 86,}40 8.529.%1 5.76},8&> 5.855,649 
Other Operating 

Revenue 33.200 11.200 

Total 86.340 ~,529~~1 !J.7'J1.0&l _ 5.sa.81~_42" 

!I Based on Rate of Return of 1}.01%. 
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>-. 

Stafr Proposed Hate Design 0-
0 

'"' ..... 
.·or The Test Yea r 1282 f'-

~ Annual Staff Present Revenues Revenue at ~ -Number Sales kateli At Present Proposell Proposed ~ 
n 

_~Pcscript.ion or Bills Volulllcs 00-1-&» Hales kales Rates 
(a) (b) (c) (0) (d (r) (g) 

0-10 Hesidenlial }},14,. , 1,.25 S 1,*<>,862 1 ' •• 25 1 11,0,862 
Ticl" 1 2,06

'
f,9&> .5856 1,209.2!12 • 5856 1,20'),252 

Tier II 692,%9 .6"11 1,1,8,161 .661'.51 '.58,100 
Tier I II 86.58~ .69'12. (,ol~ .661'.51 51,210 

2,8"",132 1.8~,6ljl 1,865,48t• 

O-ION Hesidential 41,946 4.25 ~},711 ".25 203,711 
Tier 11 },85,*,69r. .6r.11 21"2".~Z2 • 661451 2,549,691 

2 ,()98, l'*} 2,153,462 
I ON-I0 Comecrclal 5,226 '*.25 22,111 r..25 22.2lt ..... 
w Tier 11 1,&>l.&:>} .6"71 1,165,9"1 .661'.51 1,191,804 • 

1 1 188,158 1,21",015 
0-16 Street and Outdoor 

Lighting 24 
Tier II 28.2}2 18.2}B .661'.51 19,137 

Subtotal B6.3~ 8.529,561 5, '16},8&) 5,852,098 
Other Operating 

Revenue 22. 200 22. 200 
Total ~t.}~ 8.5291561 'i3)7,o&l 5,885.298 

!I Based on Rate of kcturn of 12.83%. 
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The proposed rate dcsi;ns suomitted oy SW and the staff 
do not include the effects 0: ERTA ane have the following 
similarities: 

1. there 1s no increase in the customer charge 
or the Tier I (lifeline) residential rate •• 

2. The Tier III residential rate is eliminated 
and moved to the Tier II level. 

S. All other rates are at the Tier II level. 
We believe it proper not to increase the customer charge 

or the Tier I rates at tbis time. However, we do not believe that 
the Tier III rate sbould be eliminated. While it is true •• the 
staff reasons that approxitD&tely only l't of residential usage is in 
Tier III, it My be that the reason is that users are conserving 
energy because of the additional cost. Table 2 of Exhibit 16 which 
is the staff report on rate design discloses that d1.1l:'iDg 1980 the 

average residential cu,stomer uses 47 therms 1n s\mICOer (21 over the 
Tier I amount) and 134 tberms in winter (32 below the Tier I 
allowable amount). The proposed rate design shows that anticipated 
.ales (Tables 5 and 6) disclose that under the C-10 schedule, 
Tier II and III sales will account for 27.4~ ~ ~11S2S of tbe sales 

2, ,132 
of this 27 .4~, ll .. lt ~ 86.J58~i will be in Tier III. the area serve4 

779,152 
is a recreational ar •• where there are many residences that .re 
oceupiec1 on a temporary, rather than a permanent, basis. Such a fact 
usually 4istor~. the average and it appears such may be the ease here. 

We tberefore will not adopt the two-tier rate deaign.. Our 

adopted rate design is set forth in Table 7 ane the effects 0: ERTA 
have ~een recognizee therei~ .. 

-14-



• • TABLE 1 .' ----- )-. 
St~ff Adop}ed RA\e Dcair.n <1' 

0 .... .... 
"or The TeAt Year 1282 "" 

Annual Staff Prcs('nl Revenues Revenue al e 
Number Sales Rat.es At Prescnt Adopted Proposed -... 

" Description Of Bins Vo1ul!lcs 00-1-80) Rates kates Rates n 

---~ (a) tb) (c) (d) ie) (r) (g) 

0-10 Residential }}, lit" I ' •• 25 I 140,8(.2 , ft.?!} I 1'*0.862 
Tier I 2,oG~,980 .58% 1,209.252 .5856 1,209.252 
1ier U £.1)2,569 .6'1"11 448.161 .MOl '.51,580 
Tier IJ I 86.~8J .6212 60.366 .116R _~O6) 

2.81,4,132 1.8~,6ftl 1 .869,151 

G-I0N Residential ~?,9"6 ".25 2O}.·nl ".25 2O},?71 
Tier II 3,854,G9" .G"'ll 2. r.2 4 .}Z2 .6601 2 ,SH), 196 

2,698,14} 2,150 1 561 

GN-10 Oxwuerciol 5,226 4.25 22,211 '*.25 22,211 , 
Tier II 1,801,&l} .64?1 . 1,\.6:;,2'17 .6607 1,190/.51 tJ 

\1\ 
t 1,188,158 1.212,662 

G-16 Streel and Outdoor 
Lighting 24 
Tier 11 2812~2 18.2J8 .6601 19,1l~ 

Subtotal 86,}I.o 8.579,5(,1 5 ,'/6} ,880 5.852,101 

Other Opt'ratin& 
Revenue }},200 }}1200 

Total 86,}'10 _8~22.561 2. 'l9"l,o&J 5.885,301 
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The present rates set forth in Tables S. 6, and 7 are the 
October 1. 1980 rates without the purehased gas aejustment (PGA) and 
supply adjustment meehanism (S~v.) ~alanein9 aecounts' amortization rates 
of $-.0071 and $-.0343 per ther.m, respectively. The effeetive total 
rates in effect as of October 1, 1980 and the present rates are set 
forth in Table 8. 

'!'ie~ : 
Tie~ I: 
Tier ::::= 

GN .. l: Corn~p.~ci81 
Tic:" :'l 

LiFh~i~: 

Tic:" :l 

Ba~e l<a!etl 
(lC .. :-6:) 

(0) 

.;E;~ 

.64il 

.6972 

.. 6471 

TABl;: 8 

?:J;"/~;"!'. 
:r;.a-:'~s 
"(c) 

E!!ec!iv~ 
l<n':.e5 

(c) 

.61.ll. 

.7~66 

.7667 

.. 7l66 

Base 
hA~(!!!: 

(c) 

.5a56 

.6607 

.7168 

.6607 

.6607 

.660" .0695 

l! ;"c!~&: :"a~~ is O~ a di~~ere~: Oasis (pc:- la:p ?~:" mon~) 
cut a~~:"oy~~a!e~ ~r.iG rat~ ~d is s~o~ :0:" i!!~strativ~ 
pt::"poses o~y .. 

-l6-
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SW's present tariff fo~at does not show the breakdown of 

its rates as set forth in Table 3 but rather shows the total rate. 
Supply ane cost of gas is normally not an clement considered in a 
gener~l rate proceeding. Those elc~ents arc considered in FGA and 
S~~ rate proceedings. Major California gas utilities' (Pacific Gas 
and Electric Company and Southern C~lifornia Gas Comp~ny) rates are 
published in a format similar to that set forth in Table 8. We 

believe it would simplify matters in future proceedings if SW's 

tariffs were in a similar format and it will be so ordered in tne 
order which follows. 
AttritioM 

Based on its original request SW sought an additional 
$192,000 for 1983 because of ~ttrition. Based upon the stipulated 
figures set forth in Exhibit 14, the staff rcco~~ends tbat $60,200 be 
granted to SW in 1923 to cover finanCial and operational attrition • 

Because of ERTA, the staff's attrition recommendaeion would be 

increased to $65,000. 
The staff's computations include an estimate of additional 

sales i~ 1983 of 217,688 therms because of the anticipated addition 
of 220 additional cus~omcrs, mostly residential_ 

sw eid not submit any revised attrition fi~res based upon 

I 

the stipulated revised figures set forth in Exhibit l~. The ~ttrition 
figure developed by the staff, ~s adjusted because of ERTA, is reasonable 
Con,aervatio!'l 

The =t~ff report on conservation (Exhibit 18) rccom=ends 
the adoption of ~he reques~cd ~o~al amount 0: $104,900 by SW_ 
Appendix B of Exhihi~ 18 contains a breakdown by program 0: how 
the $104,900 is to hc expended during 1982 ~s follows: 

-17-
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I. Conservation Programs 
General 
New Construc~ion 
Appliance 
Conservation Devices 
Solar 

Total 

II. Conservation Balance Acco~~ts 
Energy Audi~s 
Zero Interest Program 

(including Big 6) 
Total 

$6,000 
1,500 
1,500 
2,000 
4,000 

$ 15,000 

The staff recommends that the $36,400 allocated to energy 
audi~s be placed in a Residential Conservation Service (RCS) balancing 
account and the $53,500 allocated to Zero Interest Program (ZIP) be 

placed in a ZIP balancing account due to the fact that no one 
knows how many customers will par~ici?ate in these programs. 

SW's application for ZIP is presently ~nding (A.60555). 
Until such tfme that A.60555 is approved ~he monies 3110cated to ZIP 
will be expended for the Big 6 program which provides 87. loans to 
customers for purchase of attic insulation, duc~ wraps, caulking, 
weatherstripping, low-flow shower heads, and water heater wraps. 

It therefore would not be appropriate to establish a 
ZIP balanCing account at this time. !he proper proceeding to consider 
such an account is A.60555. We do not believe the establishment of 
a balancing account for RCS funds is required at this time; however, 
we will require that SW include any unexpended eon5erva~ion funds 
authorized herein in its ne~ general rate ease. 

l 
i 
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Proration of Customers' Bills 
Prorating of customers' bills 1s necessary when the period 

of service covered by • customer's bill is partly in the summer 
period and partly in the winter period (& seasonal change). 

Pacific Cas and Electric Company (PG&E) publishes the 
following rule concerning seasonal changes: 

rrSeasonal Changes: 'When the period of service 
covered by a customer's bill is partly in the 
summer period and partly in the winter period, 
the billing will be computed by prorating tbe 
total therm usage, the rate blocks, and life­
line allowances applicable thereto, between the 
two seasonal periods according to the ratio of 
the number of days in each seasonal period to 
the total number of days in the billing period." 

Otber major utilities in California bave an identical or similar rule 
in their tariffs. the Commission staff recommends that sw ~clude & 

similar rule in its tariff) wb.ich recotllDlend&tion will be adopted • 
Interest on Customer Deposits 

The Commission staff alleges thAt SW will generAlly pay 
interest on cieposits at the rate of 4~ per annum provided the deposit 
is on file for 12 months or more. No interest is paid if service is 
discontinued for any reasO'C. within 12 months from the date of the 
deposit. By D.91269 IGs.E, Southern California Edison Company. and 
San Diego Gas & Electric Compauy have been directed that interese rates 
applied to a deferred cost of supply balancing account should be 

uniformly applied to other ratepayer deferred accounts. Thus the 
interest rate applied to a cost-balancing account would also be 

applied to a customer's deposit upon refund. The staff recommends 
that SW use the interest rate it applies to balancing accounts for 
customer c1eposits and that interest be paid on all c:1eposit refunds 
from the c1&te of deposit to the date of r~fund. SW did not refute the 

allegation as an objection to this suggestion and it will be so 
ordered. 
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Find1nqs 0: Fact 

1. By this application SW requests rate increases for its 
Placer County District, which would ~ive it an opportunity to earn 
a return on equity of l6.0%. 

2. Properly noticed ~ublic hearin~s in this application were 
held at which all interested parties had an opportunity to be heard. 

3. A return on co~on equity 0: 15.5% and a rate 0: return 0: 
l2.83r. for the test year 1982 are reasonable. 

4. The rate desiqn set forth in Table 7 is reasonable and 
should be adoptee. 

5. The rate deSign adoptee will contribute to conservation 
and reflect policies adopted by this Co~~ission. 

6. The rates and rate eesi;ns shown in Table 7 will produce 
estimated annual revenues of approximately S88,200 over present 
rates for the test year 1982 • 

7. The attrition fi;ure of S65,OOO is reasonable. 

8. The ap~ropriate basis :or the 1983 attrition increase ane 

1983 PGA and S~~ proceedings is estimated sales of 8,747,549 therms 
and 89.016 billings. 

9. S~'s present tariff format does not show a breakdown 0: its 
rates but rather shows only the total effective rate. 

10. SW's p~oposed conservation program is reasonable. 
11. ~h'S tariff does not contain a rule concerning proration 

of covering periods of billin~ falling partly in the s~~er a~d ~artly 
in winter. 

12. SW does not pay interest on custo~er deposits, which are 
on file, for less tban 12 ~onths. 

13. For deposits on file 12 months or ~ore SW pays interest 
at the rate of 4% per ann~~. 

14. The staff reco~~endation that ~~ pay interest on all deposits 
at the rate applied to a cost-balancing account is reasonable. 

15. The increase in rates and charges authorized by this decision 

is justified and is reasonable~ and the present rates and charges, 
insofar as they differ from those prescribed by this decision, are 
for the future unjust and unreasonable. 
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Cone lu8 ions of Law 

1. SW should be authorized to place into effect tbe increased 
rates found to be reasonable in the findings set forth above. 

2. SW should be ordered to revise its tariffs so that its 
rate schedules are published in a format similar to that set forth 
in Table 9. 

3. SW should be ordered to incorporate a seasonal change 
proration rule in its tariff. 

4. SW should be ordered to pay interest on all customer 
deposits at the rate of interest applied to a deferred cost of supply 
balancing account. 

S. :Because this application has been processed under the 

Commission's Notice of Intention procedure based on a test year 1982, 
the rate relief authorized should be the date of signature • 

QE.~ER 

IT IS au>ERED that: 
1. After the effective date of this order Southwest Cas 

Corporation is authorized to file revised rate schedules reflecting 
the rates and rate increases set forth tn this decision and concurrently 
withdraw and cancel its presently effective schedules. Such filings 
shall comply with General Order 96-A. 

2. Southwest Gas Corporation shall revise its tariffs so that: 
a. The rates authorized b~ Ordering Parag;aph 1 

of this order and all future rates shall be 
published in the format set out in Table 9. 

b. 'l'he following rule shall be incorporated: 
"Seasona 1 Changes: When the ~riod of 
service covered by a customer's bill is 
partly in the summer period and partly 
in the winter period, the billing will 
be compt,lted by prorating t:he total therm 
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usagc, the rate blocks, and lifeline 
allowances applicable thercto, between 
the two seasonal periods according to 
the ratio of the nu~bcr of days in each 
seasonal period to the total number of 
davs in the billine oe:iod." 

~ - . 
3. Southwest Gas Corporation shall pay interest on all customer 

deposits at the rate of interest applied to deferred cost of supply 

balancing account. 
4. Southwest Gas Corporation is authorized an attrition 

allowance of $65,000 for 1983 based on esti~ates sales and billin~s 
set forth in Finding 8 ond is authorized to file revised Qas rates 

reflecting this allowance to be effective January 1, 1983. All base 
rates except residential Tier I will be increased across the board 

by an equal cents per therm basis. 
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5. Southwest Gas Corporation s~~ll report the status of its 
conserv41:ion funds annually in i1:s "Recorded Conservation Resul-es 
Repor~s for the Prior Year" due March 31, 1982 and 1983, and 
submit any unexpended conservation fund balances authorized for 
1982-1983 for appropriate rate treatment in the next general 
rate case. 

This order is effective today. 
Dated ___ J;;.;.·A.;.;,N __ 1~9_'t .. 982;AJ.. ______ , at San Francisco, 

California. 
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