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BEFORE THE PUBLIC UTIUTIES COMMISSION OF THE STATE OF CAI..IFOFU\1:A 

Iu the Matter of th~ Application ) 
of Southern california Edison ) 
Company for Authority' to Revise its ) 
Santa Catalina Island' Gas. Cost ) 
Adjustment Rilling Factors. ) 

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

Application 60781 
(Filed July 31~ 1981) 

James M. Lehrer ~ Attorney at Law ~ for 
applicant .. 

John R. Longley, for the City of Avalon. 
interested party_ 

Michael ~. Day, Attorney at Law~ for the 
commIssron staff. 

OPINION -. .... .-_----
Applicant Southern California Edison Company (Edison) 

requests authori~y to make increases in its gas cost adjustment 
billing factors (GCABF) applicable to liquefied petroleum gas-air 
service on Santa Catalina Island (Catalina). The requested 
·increases are as follows: 

Lifeline Domestic Service 
Present GCABF 
Proposed GCA!F 

Nonlife11ne Domestic Service 
Present GCABF 
Proposed GCABF 

Other Thar. Domestic Service 
Present GCABF 
Proposed GCABF 

-1-

0 .. 2934 $/therm 
0 ... 570S:::S/therm 

0.4993 S/tberm 
1.005-5 $/therm 

0.4993 S/therm 
0.8859 $/therm 

.' 



• 

• 

• 

A.6078l AL:J/emk/ub-

These increases in rate levels are proposed' to become 
effective for service rendered on and ,after September 1,. 1981. 
The increases in the GCABF .. pr~.dby Ed1aon are .at1mated 
to- produce an annual revenue increase of approximately $27S,OOO 
based on forecast sales for the 12-month period commencing 
September 1, 1981.. The proposed increases in revenue estimated 
by revenue class are as follows: 

Proposed Increase : 
Over Present Rates! 

Revenue Class 

Residential: 
Lifeline 
Nonlifeline 

Total 

CO'Q1ll\ercial 
Total 

Therms 

207,000 
189-,560 
396,.560 

309:a 58O 
706:11 140 

}k ,. 
57.3 70.0 
96.0 70~1 -153 .. 3 70.1: 

119.7 52 .. 9. 
273.0 61.3' 

Following notice, a public hearing was held on the 
matter before Administrative Law Judge William A. 'I'urkish on 
October 26, 1981 in Los Angeles, and the matt~ was submitted 
upon the filing of concurrent briefs on November 29,. 1981. 

Public witness testimony was presented in the form of 
statements by the mayor and city manager of the City of Avalon, 
Catalina. Testimony on behalf of Edison was presented by 

I 

James W. Yee, a rate specialist in Edison's revenue requirements 
department. Testifying on behalf of the Commission staff was 
Joseph L. Fowler, Jr., senior utilities engineer~ 

-2-
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I.. EDISON t S CATALINA GAS OPERATION 

Although Edison is primarily an electric utility, it 
has operated the liquefied' petroleum gas .. air facilit.ies on 
Catalina s.ince 1962 when the Commis.sion, in Decis.i.on (D.) 64420 
issued October 17, 1962, authorized Edison to acquire the 
electric, gas, and water utilities from the City of Avalon and 
the Avalon Public Service Company. In 1978 Edison filed an 
application for a general gas-air service rate increase. In 
D.92059' issued .July 29, 198~ the Commission authorized Edison 
to increase the rates for gas-air service and' to establish a 
gas cost adjustment clause (GCAC) in its tariffs.. D .. 92120 
issued August 19" 1980 modified D .. 92059' by revising the lifeline 
GCA.BF to briDg, them into cCXIq)l1anee with Public Utilities 
Code (PU Code) Section 739(c). That section proh1b-its increases 
in lifeline rates until such time as the average system rate 
(in cents per therm) has increased 257. above the rate levels 
in effect on.Jalluary 1, 1976 •. 

Under the procedures set forth in D .. 92059, the GCA:BF 
is designed to recover the liquefied petroleum gas-air fuel 
expenses through the operation of a balancing account procedure 
wbereby the applicable revenues and' expenses during the record 
period are compared each month and any accumulated differential 
is reflected in a subsequent rate adjustment. on an annual basis .. 

T'.o.e GCAC procedure established in D .. 92059 provides for 
a revision date of September 1 each year. For purposes of 
calculating the GCABF, the record period is the 12-mollth period' 

ending at the end' of the third month prior to- the September 1 
revision date. This application is the first one to be filed 
under'D.92059. The record period for this application is 
July 1, 1980 to June 30, 1981 • 

-3-
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II.. PUBLIC W.ITNESS TESTIMONY 

In statements made by Mayor George Scott and City 
Manager John Longley of the City of Avalon, they both voiced 
their opposition to further increases in the cost of gas on 
the-grounds that recent large increases in utility bills were 
virtually driving the middle And working class citizens of 
catalina off of the island, making it impossible for the peO?le 
who provide services for tourists to live on the islatld' where 
they work. The City of Avalon, through the Mayor, indiicated 
its dis?leasure with the staff recommendation for future advice 
letter filings to change gas rates on the grounds that it would 
not be proper to deprive the City of Avalon or its re:;idents 
of their procedural rights to object to advice letter' filings 
as they now do via the public hearing process • 

-4-
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III. RESULTS OF OPERATION - CAXALINA GCAC 

The record 1'0. this proceeding shows that the 
Commission staff and Edison are in agreement on several issues. 
They are in agreement With respect to the revenue requirement 
of $273.000 for the 12-month period commencing September 1. 19&1. 
The staff bas made four rate design recommendations in this 
matter, three of which were not Objected to by Edison. The 
first is that Edison's rate schedules be revised so that the 
effective commodity" rate is shown in the schedule:s instead of 
merely a portion of it. Present schedules show only the small 
base rate while the larger GCABF rate is shown elsewhere in the 

.. " 

Preliminary' Statement. The staff's proposal would cocbine these 
two rates on the schedule sheet while ~ontinuing to show the 
GCABF rate in the Preltminary Statement. Edison had no objection 
to this recommendatioc and since it will provide ease in under
standing for the customers. it should be adopted. 

the staff also recommends that instead of the present 
DIlltirate at.ructure •. rates should be. rev1aed .0 that there 1a 
only a single rate for lifeline use a~d a single rate for non
lifeline use. Currently two customer charges are shown on 
Edison fS residential rate schedule: a two-tiered declining 
tail block rate structure for lifeline service and a two
tiered increasing tail block rate structure for other domestic 
service. General sarvice has a two-tiered increasing tail 
block rate structure • 

..5 .... · 
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Edison t S. gas operations on Catal1na are 0'£ 8. sUl.l 
enough scale tb&t aome atmplic1ty in the rate structure makes 
aenae. '.rh.e d1ttereneea in patterns 0'£ usage 'in, such a small 
and homogeneous service terr1tor,y do not warrant a myriad, rate 
structure. We agree with the staf':t tha.t there be only tWo, rate 
structures--one tor lifeline and another tor nonl1tel1ne and 
commercial. The alrea.dy high costs of' energy should be a 
sufficient price signal to Cata~ consumers to encourage 
conservation.. High ra.tes do help to achieve energy conservation" 
but more tmportantly there is no evidence t~ just1~ continuing 
a multira.te structure in such a 8ma 'l homogeneous serVice terri
tor.y. Edison stipulated that it did not have any particular 
interest ~ne way 'or tbe other in maintaining the current multi
rate structure a.s. opposed t~ the sta.!'f't s. proposal. Since the 

, ... " 
statt reC~?mendation is more 1n keeping nth our otten-stated 
conservation views" it should be adopted. 

-

.. ~ .-
'." .. 
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The tb'ird staff recommendation is that the higher 
service charge 'OIOW imposed 0'0 some res :tdent!al customers be 

reduced to a sinl~le $1 residen't ial service charge per meter 

per month. Some:84.4Z of residential customers currelltly pay 
the $-1 service charge while the remainder pay a seTVice charge 
of $1.88 per month, per meter.. The staff" s propcsal is more 
equ1table and 1a eaay to implement. and the reveDUe impact U 
negligible. Edison had no objection to this red,ommendation 
and it should be adopted .. 

The iss~es remaining to be dec ided ir •. 'this proceeding 
relate to the following areas of disagreement between Edison 
and the stdf: 

1. What is the appropriate rate design to 
be Applied when alloc&tiDg the proposed 
increase in rate levels among the 
different customer classes • 

2. What is the appropriate record' period 
to be used if the staff's proposal to 
implement semiannual gas cost adjustments 
(GCA) by means of advice letter filings 
is adopted. 

3. What is the appropriate GCA balanCing 
account amortization period to be used 
if the semiannual adjustment l>%'oposal 
is adopted. 

4. To- what extent, if any, should the 
reasonableness of Edison's transporta
tion expenses for liquefied petroleum 
gas (LPG) deliverecf to Catalina be . 
reviewed. i-" 

" ,. 

"7- ' 
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GCAC Balancing Account History 
In D.92059" dated July 29. 1980 Edison vas authorized 

to establish a GCA account on its books to collect, on a d~llar
for-dollar basis, tb~ reasonably incurred and rapidly incre~~ing 
cost of LPG used to produce liquefied petroleum gas-air for 
Catalina. Table I in Edison's Exhibit 1 presents the expense 
and revenue components of the monthly entries to the balancing 
account, along with the accumulated differential from the time 
of the establishment of the balancing account on August 28, 1980 
to the end of the record period June 30, 1981. The under
collection balance on June 30, 1981 of $94,346 is indicative 
of the consistent undercollections of revenues to compensate 
for the increasing costs of LPG during the record, period. 

Under the procedures set forth in D.92059, the 
calculation of the'GCABF uses the- 12-month record period' from 
July 1, 1980 to June 30, 1980. Ediso~" computed the current cost 
of LPG. by mUltiplying the record period' quantity (741,4&1 gallons) 
by the average price of LPG in inventory on June 30, 1981, plus 
.9814% for franchise fees and uncollectible accounts expense. 
In addition, the balance in the GCA. account at June 30, 1981 
is increased by .98141. to offset the effect of franchise fees 
and uncollectible accounts expense. The result is the GCAC 
amount which is then divided by the record period quantity of 
liquefied petroleum gas-air sold (644.034 therms), producing 
an average GCA. factor. l'be development of the average GCA rate 
factor is shown in Table I. 

-8:-
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TABLE I 

SOUTHERN CALIFORNIA. EDISON COMPANY 

Calculation of Catalina GCA Rate 
for a September IJ 1981 Revision Date 

(Based on the 12-month Record PeriOd Ending June 30, 1981.) 

Record Period 
Quantities Current Price 

Average Current Cost Rate 
LPG 741,4&1 gallons 58.20¢/gallon 

Cost 
....L. Salea/Tberma 

Current Cost 431,530 644,034 

Plus: .98141. for Franchise 
Fees and Uncollect-
ible Expense 4,235 

Total Current Cost 435,765 644,034 

Balancing Rate 
Aecumulated Differential of 

GCAC BalanCi~ Accoutlt as 
of June 30, 1 81 94,346 

Plus: .98141. for Franchise 
Fees and Uncollect-
ible Expense 926 

GCAC Balancing Rate for 
95,272 644,034 12-month Amortization 

Avera~e Catalina GCA Rate 531,037 

-9-

Current 
Cost 

$431,530 

Rate 
S/Tberm 

0.6766 

0.1479 
0.8245 
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Rate DesiSE; 

Edison has proposed that ,rlthin the domestic class 
the existitlg life11ne/nonlifeline B:l1erage rate relationship 
during the record period be mainta.ined. The present rate 
relationship betwee:t lifeline and nonlifeline, as can be seen 
by dividing the nonlifeline present average rate into the 
lifeline present average rates, is 54.8%. 

Lifeline present average rate $0.3957 
NoDIifeline present average rate -$0.1224 - .5478 - 54.81. 

Applying this formula to Edison's ~roposed average rates 
as shown on Table v-:s: of Exhibit 1 demonstrates that: Edison's 
proposed rate design maintains this same: rate relationship. 

Lifeline proposed average rate .SO.6728 _ 5476' • 54. oj. 
N01l1i!'eiine proposed average ra'te $1.2286,. .0'. 

The effect of Edison's proposal would be to increase 
lifeline rates by 70.07. over:the present rate level and total 
residential rates b~ 70.1% over the present rate level. 

In contrast to Edison's proposal, the staff bas 
recommended that the lifeline GCABF 'be increased to' 751. of the 
nonlifeline rate so that it is consistent with current rates set 
by the Commission for other gas utilities in the state. The 
staff's witness acknowledged that this recommendation would 
increase the lifeline billing factor from$.3397 to $.7165 per 

therm. or a total increase of 1111. as compared to Edison t s 
increase ,of 7Oi. which j~ derived from, increasing current lifeline 
and nonlifeline rates while- maintaining their current ratios. 
The staff justifies its lifeline increase- recommendation on the 

-10-
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ground that a major cause of the very large undercollect1on 
experienced by Edison for Catalina gas operations is due t~ 
the very low lifeline rates. The current $.2934 billing 
factor applicable to lifeline customers was carried, over ,from 
previous gas rates authorized in D.92059;~ as modified' by' 
D.92120. In D.92059 the initial catalina GCA:BF of $.4490 was 
made applicable across the board to all customers.. The effect 
of this~ however~ would have increased lifeline rates excessively 
since the' average system rate in cents per therm had' not increased 
more than 251. above the January 1,1976 level, and we were 
precluded under PU Cooe Section 739:(c) from raising l:"iofeline 

,rates.1/ Ve then modified D.92059-by D.92120 and lowered the 
GCABF for lifeline customers to $-.2934 but retained the $.4490 
amount for service in excess of lifeline amounts and for other 
than domesti.c service. According to the staff witn~ss, 
Catalina lifeline customers have not been paying anywhere near 
the cost of gas for the last year and the undercollection in 
~he balancing accoun~ is due it" large measure to tl:(e 20.5c 
differential between the lifeline billing factor a~d' the non
lifeline billing factor. 

Edison argues that increasing the lifeline billing 
factor in proportion to the nonlifeline billing factor will not , 
serve to remedy the chronic undercollec:tion in the GCA balancing 
account because, with an agreed-upon revenue requirement by the 

11 Section 739'(c) states:J in part: 
n. •• Lifeline rates shall not be greater than the rates 
in effect on January l~ 1976. The commission shall 

'authorize no increase in the lifeline rates until t:he 
average system rate in ••• cents per therm has increased 
25 percent or more over the January 1. 1976, level." 

-11-
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staff. shifting the lifeline/nonlifeline allocation so that 

lifeline customers pay a greater.share of the revenue requirement 
than previously. will only result in a lower proportional share 
being borne by the nonlifeline customers. However. Edison 
points out. the total revenue collected will not change. nor 
will the condition of the balanCing account tmdercollection 
change. While this may be true, the plain fact of the matter 
is that lifeline customers do not even come close to paying 

the average current cost of gas. '!he average current cost 
rate of gas for Catalina for the record period ending June 30, 
1980. as shown on Table I is $0.6766 per tberm. Although not 
relevant in setting rates in this proceeding bec~~se the data 
are from outside the record period of August 1980-June 1981, 
Edison's Exhibit 3. presented for i'Dformation purposes only, 
indicates that the rates requested by Edison would be even 
higher if the most current cost of gas and most current 
balancing account balance were used to set rates in .this 
proceeding. Exhibit 3 shows that the cost of gas has increased 
by 14.21. since the filing of this application which would have 
caused the average Catalina CCA rate to i~Cl:'ease toSO.9841 per 
tberm instead of the $0.8245 per therm shown on Table I. 

Lifeline customers are currently paying an average 
rate of $0.3957 per tberm. This amount~ as is evident from 
Table I~ is considerably less tha~ the average cost of gas 
duriTlg the- record period. Exhibit 3 shows the spread would' 
be even greater if compared to the latest actual cost of gas • 

-12-
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Ed1aon :ta correct in stat112&- that 1Dcreu1'l!lg the l1felli.e 
b11liug factor in proportion to the nonl1fel1De bl111Dg factor will 
DOt serve to remedy the current undercollection in the GCABF account 
.i'DCe the revenue requiremenu reached by Ed1aOll al1d the .taff are 
the same. lIcMever, 111 the lcms run, 1f lifeline ratea cOllt1nue to-
be 1... than the average COlt of ga., then Edison 1IU8t obtain the 
difference between lifeline rat .. and the coat of ga •• omewhere elae. 
Wi.th little or no 1ncreuea iu .. les for DonUfeline C1.Uto.rs. or 
cOIIIDerc1al customers,. the undercollect1on can only increaae over 
time. 'J:h:I.a will further increase total costa to the consumer 
becau.e 'Dot only 1II1St the undereollection be recovered by Ecl1aon 

but the h:tgh interest rate accruing on such undercollect1oa. in the 
GCA. balancitlg accOL111t will eventually be borne by consumers. 

It 1II.l.t be remembered that this application. 1a not a 
general rate application where Edison ia seek1ng an increased rate 
of return. It is an application to increa.e the; GCABF so that Edison 
can recover the undercollection in ita balancing account, to which it 
is entitled due to the rising coat of gas during. the 12 m.onths from 
August 1, 1980 to .JUDe 30, 1981. Th1s large undercollection, which 
EdiaOll_ bas been acc:umulatiDg,. is detrimental to the interests of the 
ratepayer- bec:&uae unle.s the undercollection is reduced, ratepayers 
will be paying. market intereat rates for Edison' s carrying coata on 
fuel purchased in the put. I.1fel1ne rates should be 1n.creased to 
at least the average coat of gas to reduce UDdercollect1ona and the 
interest costa ... ociat.d with tboae undereollect1ona • 

-13-
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As can be seen on Table II. the staff t S rate design 
recommendation of raising lifeline average GCABF ra~es to 751-
of nonlifeline average GCABF rates, as has been our policy in 
other recent gas rates proceedings, would increase lifeline 
rates by lll.at while noolifeline and commercial rates would be 
increased by 53.81. and 55.11..~ respectively. Edison's proposals, 
by comparison. would increase rates for these customer classes 
by 70.07., 70.11., a~d 52.97., respectively. OffiCials of the 
City of Av~loo, and obv!ouslyresidential customers as well, 
favor Edison's rate design proposal. However attractive Edison's 
proposal appears to be as compared to the staff t s recommendations 
for the' short term, we believe it is detrimental to all Catalina, 
customers over the long term because in an era of escalating gas 
costs, the shortfall of revenues received from lifeline quantity 
sales, in relation to those escalating gas costs, will further 
increase undercollections in the balancing account, which along' 
with attendant high interest sales must eventually be recovered 
by Edison. We believe that increasing lifeline average GCABF 
to 751. of the nonlifeline average GCABF rates is a ~esi.red goal. 

On the other hand, we do not wish to t>lace the heavy 
burden of a 1111. increase on the shOUlders of Catalina lifeline 
customers at one time. ,Instead, we will increase the average 
lifelineinonlifeline GCABF rates in steps, until the goal of 
75% is reached. This can be achieved through future advice 
letter filings .,' The follow1Dg table 111utrates. the ataff' a rate 
du1gn propoaed: 

-14-
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: Cla8sification 

Domestic 
Customer Months 

• S121744) 
205,384 ..... Li el ne 

In Nonlifel!ne 189.005 • 
Subtotal 394,389 

Coa:aercial 
Customer Months 

(1,776) -
cOtmtOdlty 309.580 

Subtotal 309,580 

Net Sales 703,969 
Schedule DE 

Discount -.ta171 

Gross Sales 706,140 

• e' 

TABtE II 

SOUTHERN CALIFORNIA EDISON COMPANY 
Forec.lt Period R~e. 

With Staff Rate De8ign Recommendations 

1.00 
.3391 
.1247 

1.88 
.1185 . 

~re8ent Proposed t 
:Revertues Rates :ReVertues :. Irtcte.se. t 

l11term): ($) t1l7tberm> (S) . -= ____ 1%)1 

12,144 
69,769 

136.972 
219,485 

3 339 
222:433 
225,772 . ,. 
445,251 

445,257 

LOO 
.1166 

1, 1147 

L88 
1.1141 

. 1.0214. 

{eT (f) (g) (h) 

12.744 
147,178 
210.684 
310,606 

3 339 
345:089 
348,428 

719,034 

719,034 

.3769 

.3900 

.3962 

.3889 

-77,409 
73.112 

151,121 

-
122.6~ 

21,3_, ?77 

213,117 

111,0 
53.8 
68.9 

55.1 

61.5 

61.5 

>-• -S 
~ .... 

t 
J 
0" 
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In this proceeding~ we will revise the rate design and 
adjust the lifeline GCABF rate to 62.7t of the nonl~eline average 
GCA:SF rate (domestic and commercial).. This will result in 
an increase of 84 .. 11. in lifeline rates~ a 52.41. increase in 
nonlife11ne rates, and a 64 .. n. in commercial rates, an overall 
increase' of 61.61.. 

Table III shows the adopted base rates, base revenues 
at adopted rates, the adopted: GCABF rates and' revenues, the 
adopted tariff rate, and the tariff rate revenues.. Table IV 
shows the adopted gas rate design &~d tbe increases per class. 

-16-
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TABLE III 

SOUTHERN CALIFORNIA EDISON COMPANY 
Derivation of Rates 

, (Based on Recotde(l Perlod Enalng Septemb~r 30, 1981) 

> • s 
og ... 

~ , 
Ii-' 
J ----------------~------~--------~--------~------~--'B~a~s-e~~----------~------~--------~----~ 

t 
t 

Classiflcat Ion 

Domestic 
Customer Months .. -

Base : 
:Revenues! , 

-

:Revenue~: 
: at 
:Adopted : 
: Rates 

• • • • 

LOO Lifeline 190,350 .04627 
Nonl ire 1 ine ,175 a138 .~2J81 

Subtotal 365,488 

10,830 
8,808 

39,197 
.0463 
.2210 

10,830 
8,813 

38,705 :~~~ 1~() 2il • 62~~ 1 3:2 1 1.15 

COIIIDetc lal 
Customer. Months .. -COllll1odity 276 1 375 .21922 

Subtotal ~ 76,375 

Net Sales 641,863 
Schedule DE 
Discount cl 2.171 -Total Sales and 
Revenues 644,034 

58,835 

3 340 
60:586 
63,926 

122,761 

122,761 

.2210 

.1813 

58,348 

3,340 
61,079 
64,419 

122,761 

122,761 

-.9314 

273,462 

-
2271~~ 
257,554 

531,016 
!I Lifeline GCABF rate is 62.71. of the nonlifellne average rate (domestic plus 

c.onmetc ia 1) • . 
~I Tariff rate r~venue exceeds Edison's by $6. . 
£1 Domestic sales were reduced1 for rate design purposes, to compensate for 

discounts applicable to emp oyee bills, 

1.88 
1.1529 

: I 
tTarift : 
t Rate : 
:ReveJiu~: 
t ($) t 

10,830 
11~ 064 
20 ;217 
331,Sll. 

31a;~~ 
321,973 

653,784!!1 
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~ .... 
SOUTHERN CALIF6~NIA EDISON COMPANY e Ado2ted Gas Rate Design 

I: 
: .'. ---I . Present . AdOpted . t t g: 

: . & Sales : Rates ,,:Revenues : Rates :Rcvenues ~ Incres$f! .. t , Clas$ification t(Therms) !(SITh~rm\! (~, .'~JT~b¥_\ I~\ .J81~L.~\ ;x< 'Ut .." ir 
DOmestic 
Customer Months , . 

(12 744 - LOO 12 t 744 1.00. 12 143 .. ... .. Lttetine 205,184 .3391 69,769 .6255 12B!46 t28a8 6,699 ~.l Nonllfellne 189.005 .7247 136 1 972 1.1529 217 1904 .42 2 ~O.t2~2 ~ Subtotal 394,389 219,485 359,116 139,631 63.6 
f-· -. ! 

Conmercial . a Customer Months 
(1,776) .. 1.88 3 339 1.88 --. 3 339 - ... ~ Conmodity ,309 aSSO .7185 ~22~433 1.1529 356:21~ .4344 1341482 60.~ .~ Subtotal 309,580 225,772 360,254 134,482 60.5 

Net Sales 703,969 .;,- . 445,257 1.0219 719,370 274,113 61.6 Schedule DE 
Discount ____ 2.171 --

Grass Sales 706,140 445,257 719,310 214,113 61.6 
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Frequency and Manner of GCAC Revisions 
Because the price of gas'has been deregulated and 

" 

Edison's gas costs can be inereased~ at any time. the staff 
recommends that the frequeney of rate revisions for the 
Catalina gas system be changed from an annual to a semiannual 
adjustment so that Edison can be afforded the timely recovery 
of new and uncollected gas costs while at the same time hel?!ng 
to reduce the size of undercollectioo ana the payment of high 
interest rates by ratepayers for Edison's carrying costs on 
undercolleetiOlW. The .taff point. out that if ._."Dlml 
GCAC revisions had been previously authorized (March 1 and 
September 1). amortization of the balancing account eould have 
started last Mareh at a rate of about two-thirds of the request. 
Another factor behind the staff's proposal for more freque~t 
revisions is the uncertainty surrounding future gas costs in 
1igo= of recent U.S. Coast Guard acti.on condemning the ,Chevron 
gas barge which bas been delivering gas to Catalina for years. 
Ed:ts,on bad no firm information: during thi.s proceeding regarding 
the plans of Chevron to transport future gas deliveries to 
catalina under their contract. 'or the costs of such transportation. 
The staff suggests that future semiannual offsets should be in 
the form of adviee letter filings and thus put Edisonts 
Catalina operations on the same basis as other small California 
gas utilities (e.g. Soathweat Gu Corporation &Dc! CP Nad.oa.al gaa 
oper&t100.a) with tbeC<mn1 •• 1on still retaild"s;."the option of 

a formal proceeding. It is also the recommendation of the 
staff that if the cit izens of Catalina protest an advice letter 
filing. their request for a formal hearing should be granted. 
While we will adopt an ac!ri.ee letter procedure~ whether we bold 

hearing. will depend CD. the content of any prot •• u • 
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Edison concurs with the staff recommendation of 

adopting semiannual revisions of the GCAC by advice letter 
but recODDel'lda that if lUeh procedure 1. adopted 'the·· record 

period for any GCAC revisions should be a 12-month recorded 
period_ With a 6-month recorded period for the calculation 

of fuel costs, customers' bills could fluctuate dramatically, 
due to different lifeline allowances between summer and winter" 

, 

.and greater sales in winter. The staff confirmed that consumption 
of liquefied petroleum SU on CataU:na. il greater :In the 
winter months than in the summer months. We agree that the use 
of a 12-month recorded p~iod migbtS'llooth out the seasona: 
rate differential caused by the different lifeline allowances 
and tend to stabilize any increases or decrease-sin rates_ 
Edison's recommendat ion should be- ad·opted. 
Amortization Period 

• Although the staff recommended a semiannual GCAC 

• 

adjustment frequency, it made no recommendation with respect 
to the amortization period for the balancing rate component of 
the GCABF. Edison f s witness testified that a variable period, 

either 6 months or 12 months, should be authorized at Edison's 

option, to amortize any oVer- or undercollection in the GCAC 
balancing account.. Under Edison's proposal, Edison would select 
the period most appropriate for the amortization. taking into 
consideration the amount of the undercollection at the titre the 
advice letter is filed.. The reason for this variable period 
recommenda.tion over a fixed12-month amortizing period is. 
because the 12-month perio~,(would not completely countera~t 
the'; buildup of any undercoileetion at the time of the 6 .. month 

~) . 
revision. date and thus could cause customers to pay additional 
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interest on the remaining balance. It is not difficult to see 
that with a 6-month revision period and a 12-month amortization 
rate~ any undercollection balance will only be half amortized 
by the next semiannual revision rate and Edison would' never 
"catch up"--the balanci1lg. account would always be undercollected. 

In D.92496 in OIl 56~ we stated: 
ft. •• In general we agree that the 
amortization period should equal the time 
between revision rates. However, we 
recognize that there may be condit ions 
that would support some other period,. in 
order to promote some valid purpose such 
as rate stablization. Therefore, we 
will allow each applicant to ?ropose any 
t"U:t.,,-t 1.. c 1 . od " p"- u ar per 1. ••• 

D.92496 was in the context of electric utility operations. 

However, the philosophy embraced in that matter is applicable 

with equal logic to the catalina GCAC procedure. Edison should 
be pezmitted to propose a 6-m00.th or 12-mcmth amortization period, 

according to the prevd.l1Dg bal.ancirlg and fuel exp.enae conditions 

at the time of each GCAC adjustmer:t revision date. Under 
generally prevailing conditions we would expect Edison to, 
calculate the balancing rate component according to a 6-month 
amortization period in order to keep the balancing account 

balance as close to zero as possible. However,. when conditions 
are such that the undercollection is less severe and/or fuel
related revenues exceed expenses, use of a 6-month amortization 
period becomes less critical, and return to a 12-month period 
could conceivably be appropriate. In a.y event, which amortization 

period. ia adopted 1. ult1mately oar dec1a1on on a caae-by-case 
bu1a~ 
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Transportation Costs 
The staff recommends that the Commission make a 

specific audit of Edison's market comparisons for propane gas 
delivered to Catalina in the next general rate case for Catalina 
gas operations. Currently, Edison purchases all of its propane 
from Chevron. Edison's market comparisons are conducted in 
the following manner: Edison takes the spot market price for 
propane from alternate suppliers in the Los Angeles area and, 
adds a factor for transportation tariffs and a factor to 
simulate the cost of transporting,the propane to Catalina. 
If this adjusted price is in excess of Chevron's delivered' 
price, Edison contends that Chevron's price is the best. 

Table III-~ of Edison's ~1bit 1 shows that during 
the record period for this proceeding, Chevron's price was 
always'lower than Edison's hypothetical alternative. However, 
the staff notes that no explaoation of the "factors" added to 
the spot market price for transportation were ever revealed 
so that the staff is unable to verify the calculations. !he 
staff believes it is essential that in the next GCAC offset 
case dealing with Catalina gas operations, it complete a 
detaile~ audit of this price comparison, including the 
alternative transportation costs to determine if Chevron's 
prices have actually been the cheapest over time. 'The staff 
believes this is particularly important in view of the fact 
'that Chevron'. price of late has been approaching the break
even point. More uncertainty is added by the necessity of 
having to find a new transportation system to replace the 
Chevroo,?arge which bas recently been condemned by the U.S. 
Coast Guard'~ 
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Although t.be staff and Edison's witnesses agree that 
what Ec:l1son receives 1a basically. bill from CbnrOD' wh1ch 

does not specifically identify or itemize transportation costs» 
it would still be possible for the staff to determine tbe 
reasonableness of the delivered price» including transportation 
charges» by reviewing the calculations by which Edison derives 
the "Los Angeles"lJlG price from data listed in Platt's Oilgram 
and other published lists plus tt.~ "additives" calculated by 
Edison to. reflect transportation costs. 

Since Chevron is Edison's sole availa'ble supplier 
o.f LPG to Catalina» there are no alternatives to. any transporta
tion charges which may be presently in effect. Although we 
recognize the unique fuel supply market for Catalina's gas 
operation» and the method of billing by Chevron for the total 
cost of delivered LPG without sep&l:'ate breako.ut o.f transporta
tion charges, we believe it is desirable for the staff to. review 
Edison's calculatio.ns to. determine if Edison's price does 
correspond with Platt's Oilgram data. and· to review Ed:Uonl

• 

transportation "additives" to. determine reuOD&bleaeaa. 
Edison sho.uld request Chevro.n or any other supplier in the 
future to. calculate transportation charges to. Catalina and 
show such charges separately from the co.st for the LPG on its 
invoices so that in the future the staff can audit such trans
portation charges as to. reaso.nableness. Until such time as 
Edison has o.btained such breakout from its sup~lier» the 
staff .hould l1m:tt ita review of U1e re&aClll&l>lene.. of 
transportation charges to verifying the calculations by which 
Edison derives the "Los Angeles" LPG price fr"om data pub-lishedin 
Platt's Oilgram and other published data plus the "additives tT 

calculated by Edison to. reflect transportatio.n co.sts. the next 
GC'AC filed after ataff baa _de a complete audit of Ed1aoa.'. . 
price coaparlacma may be converted from· an advice letter to- an 
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• app11cat101l with beariDga •• t to explore the rad.f1c&t1ou of the 
.talf'. f1ndfnga. Tb1a will be dcae 1£ the .Uff reqwaata a bearillg. 
Findings of Fact 

• 

,i. 

1. Edison provides a mixt'l .. ~e of liquefied petrole'tJm 
gas ... air to customers on Catalina 'which is derived from LPG 
delivered from Los Angeles. 

2. In D.92059' dated July 29'~ 1980 lt Edison was 4ll1:horized',':. 
to increase its gas rates and to establish a GCAC in its 
C&1:alina tariffs. 

3.. The purpose of the GCAC is to reflect in rates ~ 
through the application of GCABF. the cost of LPG used to 
generate the liquefied petroleum gas-air mixture provid~d to 
customers and to amortize the balance in the GCA accoun'C. 
This balancing account allows Edison to collect~ on a do11ar
for-dollar basis, the reasonably incurred costs of LPG to 
generate liquefied petroleum gas-air. 

4. This GCAC proceeding is the first to be filed by 
Edison since the GCAC was established in D.9205~. 

5. For purposes of calculating the GCABF, the recorded 
period for this application is the 12-month period beginning 
July 1, 1980 and ending June 30, 1981. 

6. the quantitY of Uquef1ed petroleum gu-air .old 
by Edison on Catalina during the recorded period" was 644,034 
therms. 

7. The forecasted liquefied petroleum gas-air sales for 
the 12-month period beginning September 1, 1981 are 706.140 tberms 
and are reuODable .. 

s. The undercollection balance in the Catalina GCA account 
on June 30. 1981 was $94~346. 
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9.. Edison requires an estimated' annual revenue increase 
of approximately $273,000 based on forecasted a.1 •• for the 
12-month period commencing September 1. 1982 OVtt the rate 
levels presently in effect in order to balance the GCA account .. 

l~.; The exist~ing GCABF are iDauff1cicnt to- produce the 
revenues required to offset the cost of liquefied petroleum 
gas-air and' amortize the undercollection in the balancing 
account and thus are unreasonable. 

11. the Miller-Warren Lifeline Act prohibits rates for 
lifeline quantities, of energy from being increased above the 
rates in effect On January 1, 1976, until the average system 
rate exceed's its January 1, 1976 level by 257.. This has 
occurred' on Catalina .. 

12.. Increases in the GCABF far lifeline domestlc service 
from .. 2934 $/therm to .5792 $/therm, from. .. 4993 $ftherm to 
.9319 $/therm for uonlifeline domestic service, and from 
.4993 $/therm to .9319 $/therm for commercial service, in 
order to increase revenues by approximately $273,000:, are 
required and ',"deemed: reasonable • 

I , 

13. Ed1'son 's ,current rate schedules do not show tbe 
\ 

effective commodity'rates. 
14. Edison's residential rate scbedule contains a two

tiered declining tail block rate structure for lifeline 

customers and' a two-.tiered" increasing tail block rat:e structure 
for nonlifeline customers .. 
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Conclusions'of Law 

1. The present base rates and GCABF rates. insofar as 
, 

they differ :rom: those prescribed by this deci.si.on. are for 
; ,1 

the future unjust and unreasonable and the base rates and 
GCABF rates ~utbor1zed by this decisi.on are reasonable and 
justified. Tberlefore ~ the application should be granted to 
the extent set forth in the order which follows. 

2. The increase in gas rates as authorized in this 
decision complies with PU Code Section 739 (c) • 

3. Edison should revise its tariff rate schedules 
to .how the effect1.ve coamodity rates 1natead of co.ly the 

'base rates. 

4. Edison should reduce the residential customer charge 
from $1.88 to Sl.OOper month with the resulting revenue loss 
recoverable in the newly adopted base rates • 

5. The Edison gas operation on catalina is of a small 
enough scale for Edison to replace the two-tiered lifeline 
and nonlifeline rate structure in its resident'ial rate schedule 
with a single rate for lifeline and a si.ngle rate for nonlife
line custOtDers. 

6. Edison should be authorized to change the frequency 
of its GCAC adjustment filings from a 12-month to a 6-month 
period. The '12-month record period should be" retained in order 
to smooth out seasonal rate differentials. Edison should be 

authorized to file such 6-ml:)nth GCAC adjustment filings by 
advice letter subject to the;,.commission's right to- hold: a 

, .: 
hearing • 
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7. Edison should be ordered to require··1ts fuel supplier 
to give it a breakdown of the supplier's Catalina LPG fuel 
costs with trausportation charges shown separately so as to 
provide such data to the staff for verification of reasonable-
ness. 

8. Until Edison receives such breakdown of fuel costs 
it should be required. in future offsets, to provide the staff 
wi1:h information regarding its method of calculating transporta
tion charges for LPG fUIa-l delivered to Catalina. 

9,_ Becauae the rat •• were orig1na lly, intended to 
be effe::tive September 1, 1981. the order should be made 

I 

effecti'l,1e immediately in order that Edison may begin recovery 
I, 

of the undercollection as soon as possible and help· reduce the 
interest charges accruing on the balancing accoun1:. 

I ORDER -------
IT IS ORDERED that: 

1. Southern California Edison Company (Edison) is 
authorized to file the revised rate schedules ir. Appendix A 

in compliance with General Order Series 96 after tbe effective 
date of this order. The revised schedules shall apply only to 
service rendered on and after their effective date, which shall 
be S days after: filing.. 

2. Ediaoc aball file all future Santa Cat:al1Da Ialand gas 
coat adjuatmezlt clauae &pp11cat:100.a by aMce letter fiUDg on. a 
6-mon.th baaia uaing a 12-month record period .. 

3. Ed1aon 1a authorized to file for either a 6-mcmth or 
12-manth variable amortization period with r.~t to the ballmcillg 
rate COiiipODClt of the gas coat adjuat:meDt billiDg factor •• 
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. 4. Ediaoa .ball obtdn ira. ita fuel aupp11er • breakc:lowft 
of the ~lier'. CataUDa LPG foel CMU with trauportation 
charg.. .hown separately. Th1a data .ball be auppl1ed to- staff 
.. aOOl1 .. it 1a available. 

S. Ediaon .hall provide .taff with :information regard112g ita 
_thod of calculating tranaportati011 charges for !.Pc;. fuel delivered, 
to- Cata11na 121 future Catalina off.et proceed:lDga until further 
order of the c.....s •• iOll. 

Th:f.a orc:ler 1a effective today. 

Dated APR 61982 • at San Frauctaco, CalUornia. 

JOHN~13~ 
P~'clent 

ruCP..ARD '0: CRA'v"m'.J:r: 
U:O~A.?J) M. CSDhES. 1ft 
VICTOR CloJ-VO: . 
PRZSCIU . .A C CREW 

C¢lWl:jssio~ 
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______ cal .. I>.'O.C. Sheet lIo.,, ____ _ 

Cauce111:lc Cal. P.'O.C. Sheet lio • 

8chedal. _0. G-l 
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Cueto.er Charse • • • • • • • • • • • • ~ • • • • . . 

I.itel1.De V .. , per then _ •••••••••••• 
lIc:III2l1:r.lizae '0 .. , per them • _ ••••••••• 

Per Meter Per Kcmth 

11.00 

1. Miztiw,. Charp: Serrice to C'UtOMra ahall 'be em an cmual. 'buis 
~ v.i:th u aanal W'in i .- charp of twl .. e ti ... the aon~ cuata.er 
charp ~able .cm~ at tM Cuato.r Char.e lat.a. 

(C) 

I 

(C) 

~. Gu Cost Adjuat_nta:. ~. rat •• aboYe are nbject to ad.jUtllent as (C) 
pZ'O"fided for 1A Part ., of the Pre' 1-; Mr7 Statellent. !be applicable au Coat I 
Ac1jutae:c.t Billing 7actora Nt forth theN1n are included in the abo ... Cl1Wl.tit,'. (C) 
cbu-pa. ,",( 

(2' ......... .,......" Iaaued b:y CTe ........ ., c.t P.v.c,) 

.&dT1ce Letter lio. •. __ _ Da.te 'F11ed, _____ _ 
Dec1B1o.n ":1'0.., ____ _ Ztt'ect.1Te, ______ _ 

Reao.lut1o.:c.lio. ____ _ 
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Paae 2 

______ Cal. 1".'O .. C .. She.t :10 •. ____ _ 

C&r.ceJ.1llg Cal. P'. t. C.. Sheet So. 

8chedule )Jo. 0-2 

Applicable to pneral .. nice (other the daee8tie .. n1~) of l1ctueti.cl 
petrole. p. ejr. 

.., . 
.... ,! .. 

Per Xeter 
Per Month 

Cuat~r C~ • • • • • • • • • • • • • • • • • _ • _ • • 11.8& 
... 
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• • • • • • • • • • • • • • • • 
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~ with an Mnw .~n1 .. eharp of t_1.e tiaa the ItOn'tbl.1 cutoeer charge 
~&ble -=~ at tM CuatOMr Chuge Ratea. 

(C) 
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cbarpa. " (c.) 

(DiD OF APPnGlIX A.) 

Iasued by ('1". '" ......... ., CoL. •• t7.c., 
.&clT!ee Letter 1'0., __ _ Dat. lPiled, _____ _ 
Dec1a1on :1'0. ____ _ J::tteet1Te ______ _ 

Reaolut1on~ :10., ____ _ 


