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Uncer the Consolidated Ad.just."tI.ent ) 
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PACIFIC nr.tERSrA'l'E TRANSMISSION ) 
COMP~~: to Adjust Revenues to ) 
Reflect Greater Than Anticipated ) 
Collection of Revenues Due to ) 
Increases in Natural Gas SUpplies: ) 
to Adjus~ Reven~es to, Reflect ) 
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Section' K 0: the Preliminary ) 
Statement of its Tariffs. ) 

) 

Application 60339 
(Filed March 9, 1961) 

(See Decision 93190 for appearances.) 

Additional Appearance 

!=a Reine= r City Attorney, by Ed p:x:ez. Deputy City 
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A..60339 AtJ'/km 

mAL OP"INION· 

I. Int;:..oduetion 

By Application CA.) 60339' Southern California Gas Company 
(SOCal) seeks authority t~ increase qas rates to offset increased 
qas costs, chanqes in volumes supplied~ and to recoqnize certain 
proposec. adjustments in the ratemakinQ treatment of aSSOCiated 
expenses.. 'I'he application is SoCal' s reqular semiannual fil:i.nq under 
its Consolidated .Adjustment Mechanism (C>.M), based on an A.pril 1st 
revision date. 

A duly noticed public hearing was held in Los Anqeles on 
April 27, 28, 29, 30, and May 1, 1981, and in San Franc1sc~ on 
J'lme 9, 10; 11, and 12 .. 1981, before Administrative Law Judqe- Patrick J. 

Power. SoCal. offered the testimony of four witnesses~ Robert Ballew, 
Manaqer of BudQ'ets and Financial Plarm.1nQ' 7 Robert L.. Fowler,. Research 
EX'lqineer:- Marvin Douqlas .. Manaqer of Rates and Tariffs, cd 

ROQert J.. Hohne, Vice President, Gas Planning, for Pacific Liqhtinq . 
Gas Supply Company. Four witnesses appearee on behalf of the 
Commission staff (staff): Joseph L.. Fowler, 'Jr .. , Senior Utilities 
Enqineer:- James R. Barrett, AsSOCiate Utilities Enqineer; Paul Grimard, 
Research .iU'lalyst; and J • .Archie Johnson., , Financial Examiner II! .. 
Also ~-tic1pat1nq were California Manufacturers Association (CMh)~ 

~ehachipi-CUmminqs MUnicipal Water District (Tehachapi), California 
Gas Producers Associat1on (CGPk), Toward Utility Rate Normalizatio~ 
(~~), SOuthe~ Califo~a Edison Company (Edison). the Ci~y of Los 
A.n~eles (LA) .. san Dieqo Ga..s « ~le<:trie Company CSDG&Z),. the City 0: 
San ~iec;o (san D1~o), and V.. Edward Duncan • 
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- . _ ...... -.",.. h"-, ... ~._ ~') t ' "T.~O~ ::0 ::o,.t=.c-:.~)bJ:~?::o:> 
:. ,~,::<:;'.~~; .:: ;';:"Th:.L;S:'ir\atter' wasJ-subinitte<:l for an interim decisi,on" .. upon-. 

.. • "\ ........... ,.. ,.10' ". +'1::-'- ,,:",",r? -~X":) x::.= ~);,,;~o~r;..:.. tJ_l., .. _~ __ . . _-...i...J 

o:-al: uqUment='~n~~!. ,:~~~ ~ :~l::, :~I- ~~~~i}~f'o~~ -2 5}:JBx~:a:-~~'3~~b 16, 
19'8-1~~:- s<:>ca1~"wis author'i"zed" a'· 'rate increase- of $34.9 million over ... a .... ~ 
s~x-month forecast period. The decision exp~essly.provided that the 

-... .. •. ~...,,.. -'\ ~- "',.... .~. o-',':·.r-I'O"I -,,·,~t·~rIol 0= :".:: ..... 0.: ;._~.c. _....,_/<"'1,,:. 

fOll~~~~"'iss~es:~e::'~~~:e~r~~d'~~~";~'~"J, ~eg~~~~;>~~.~.~e;f.1l ;0 ='~O.;:q:'i2 
... ' ,.". J···l,;.: . 'Whether , SoCal should be· allo~~d,. :r:e9?very of ,,,.~.-:::;M'':> 

. "-.~'" , ·""-alleqed:,:undercollection~of·"tFX"aneh±se Fees'· ... ' ... ' 
....... ,.... " andtrncollec:tible. Expense :(F.&U>"c~hat~)acc:rued::.:o'.),:,o-:c:: 

.~ :':":--::':'from':Auqust'-'I4~' 197~ 't6~Septembet:_~~, .~9'Z9 .. "_, ,,,, ... .-.~ 
, \",. .. ~, ...... ,. I~., ~, ..... :.-. "''''"'''-:-'0 ~I",~.,.),:: '.)c, .!...J.._"'" i.;,.l.:_.I,L, ... '''')''''',,,, _'._ "'_'1:: 

".- 2::':"'Whethe~'~'~ocaI'~should .~~ -a~~ow.~d _~~~~y'ery -n'" j"-"'C':':::, 
" -," :. :; .of: ... .addl;tl;onal' ..:.Ca·J:'i;fornl;a l:ncome ~tax --pa':td - ... - " 

in 1980 because ,..o£,.l-aJ;ge,::.C~.sunder,colil'ect;i:oXls~;~ :;~:::;,;! 
resulting from" "a-rteqed 'd~layed ratel:~l,ief • 

... - ... - . --'-' .... _r< ( ..... ' .. \ ... , •• - .... , ..... - .. ,; , ..... t::...;;'~ ;.:1)"':) ;~~ j ~~~ .... J\).-::. 

." .' ':3; '':'Whether' :·SoCal' -should' "'oe "a'ilowed recovery, -. .' _ ~,;-:'::-
" .~":O£ :~certain;'carry1'tlg)·:Costs:,:as~oc?fateo?-W±th ,,)'-:,:)-"" A 

~. ~" .. " .. "~_he .,inct:e~~~? ;-~¥.:-T.:1~-:.~~: ~~~r~l') gas,;:iJl: ';;:0 t::-:::.:::::,,:, '.:';:.:: 
... ·'J.nventory.. . \ "., . ; n.-' ..... -o .. ,.",.,_ .... . 

•• -., --...... -1, r ... ; ", ,-~-- ')I~: ~ ::0 ;~O:~ .:":~:,C'~o:> G 4'"":0 .. )~~\;,L'C .... "'V~''''~ ..... --' .. ' .......... ..J 

.. ' Any' j:udgment regarding "the "reasonableness of SoC,al' s. :t:ecor:d" "p,e:ti~d gas 
, , ,.i ...... _ .~- .... , ..... -.r- ....... '~,- .~ ~ r::: j'~~O\::':;\. • ;~'~":;',,:,,--:q : ... /..,:.J::' ";.).".. J.;.t .. - _ ..... _ ..... ....-1 

supp-1Y'pOl:iC±es- andl:>aIan'c'ing" ac'count balance was al,s.o- deferr.ed. ..... ..... 
~ ';';'~,:-NCJ~ __ f::.,_.:.,..Ioo--,.J . .,.'_-, 

Following the additional days of hearing ... , :t:.he;.,matter was 
. .' ...... , ~ _.-, ... ,:~w"~;,. __ ~ '. 1 :'~"~'~'o;:~ =:.::. ....... ~. :~o.:..:::::').:-.:o:;, ,:,. li.~~\o' .... 

subm-i tted:for" this~f'in'ar' ~:~:!.~~,~~ .~fO~,;g?'J~~~E.J g:~~ c :S;~.1\~ ~~<?-:.3:s-~~.:: 
Opening briefs were filed-by~SoCal': staff, and TURN. Reply briefs 

were filed by SoCa1 and)'l"ehacha:pi~~·:::;:Tehachapi ISrre~;L.y brief consists 
-, ' "''f' .,. ...... ~--. ":: ... ,_ •. , o#) ... ~ -< .~y··7 r\ '. I:'" . ~":) ... :, .... .01 •• 0 jt: ' .. 

of the Simple':"st,at-ement-that.:.j,~'sU'PP6rt·s-:'TUR}r!'n--tnis proceeding .. 

II. Summary 
. ", .... , ('~' ·2~ .. ~:~~~:,~.t:':::>0-: ICJo2 ~_~ "V':''..:''_.~::':~: -:·:,~,"~.:.I.::,-= ~=~. j:,::.::~;--:-:.-:~)~ Q\-,;. '~'4 .:1-;.1 .... _ 

. . ''\ 

This ~~ecision finds_.t,hat, .. ,fr~;~~';se. fees,:>andi?compaX):Y~t1se~gas 
..... < •• -., ... - , .. - ~., ,.'-' ........... "-''''-.J "l .......... ' '.d--'_ 

costs '-'are .matter.s -inextric:ably. ,related,..,to 9~S ~supplY'2andopr:bce<jc.x;.. 
':' ,', .• : , .. _ ,~: .~::..:.~.,,~:.., ,.:J,.) _ ..... ...)-' ....... -' .............. _ ... ___ I,,~.., ...... 

changes and are .outside . the _control. ..... -of the0util:±tY""for,j'r~1:emak±n9= .::', .... ; -:' .. : .:.",,' '~_., ;',IC <~.;'._''':'_'..J~.'\~.'..!..J 4 .'_' .. _ ,". ". ,_ , • _ '. .' 

purpose s • 'l'her.ef~re .• we ....Pr,oti,de .• f,or ;:pros P~C;~i ~e: "ba:l,anc:i:-nq,=aoc:oun:t:.:: 
>-•• v "'r:- .... ,-.... . .. "<, ;_ .. ......:._ •• ,;.., ... _ .. J .. ~ "'" ~.,.)." ... ... -..1 ~ i. '" _ .1. .... ~ 

'treatment"'o{ such costs. In addition, SoCal is authorized to' recover 

about $9.l million of past undercollections of such costs.. The t:lle 
against retroactive ratemaking is found not to· be a barrier against' 
such recovery • 

, 
-~-
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Consideration of SoCal l s reque.s:t. tOj .r.ecover-"add1 tional 
,.. •. ~ ' ... ~ .• "'I'~ ........... ,-, .. ", ... ~ .-""';, "".0. "1,,-)::.:. ':';~:I:'~ .. :( ." ...... ,Itt .• -..., ...... ' .. "" .......... . 

. ca1i~o~~:,~~ .. i:';~?~e '~~f- ~~.~~~':,f~,~l'"l t~~~? !r,?r;? .}!,~~e.;-c.coAee~~9.ns:ii·~ 
. --deferrecl,- pendinq a decision in Order. Ins;ti.t,u.t.inq .Invest~ati.onQJOII) 

. 'Wr .. ".,/"("", ___ ;:\..:. . ..:;.~~~ ':.: •. S8. '~,~ (,~-·.~I~.I-:'~~.": ~:"::;!J"";. ~ :.,J."J_ ....... 'I_ •• _-- .... .,Jth '"----.A,." • 

24~. .... . _ ~ "' t-' ,. ... _ '''-.,r.,., -""~ "'':i~-O~ n=~ct.!-):'::::' 
...... , __ .'" .-" •• ~ _ .,.,.:, _" ~ ~\ __ ' -.- ..... P" .:' ~-~ ::: '~'. "':.C"z .... \ ,---::0:" ,.'".::.. ':'~).:) !..,.'::,fo '. III _"_'.A. - JVA- -..,I _,.J ......... ... 

'... , .. .-.,- - - ~ - SoCal' is found to'· have made a substan.ti~l"sbowing, in r ,:), 
~ <):"!' .. :~...-:: ~;,;:O~' •. ~"'~"': :2':'~;,:: 0;: -t·~.~~· .... ~) .. ~·_'W ~~ ....... '1-' .......... '_ .... _. " ."'" _0_ 

support of its reques~ed, t,=e~tm~n:t;: __ ~f c~,r)"in9r.'~~.~:ts ~~sociated with 
',--.., ~"""'~·~f-"",~.\..., ~·j' .. '''':C.J- ~.JC _ ........ '-.'., ... __ ......... ..J-'_ -' .... 

changes iri,tbe'Yalue;of~na:tural::-QaS:'in-:inven.tory:,:r:;'l'he adopted 
• ~"-.... '.' <4~ - .... _._~ .-' * ........ ~_ f- ," -: ', •• "-:-,-.. ": .:J .... ~~.-:.;; ;)t'!::, 

proeedure'.:is::desc:r£bed'as folIows: :· .... A~base.,rate",component of natural 
--:. ~ ..... ;... ~.~ or -:: ~.~,j:;- "'"':~:, , .... :- C"\,.~ 0 : .. - '::, \:; _ 'I.~ ...... ~ -,; '_' _ .) .,.d'\ "p'..,J~ ....... 

gas in storage 'will be developed .annuallY;'2.CAM,,::ec:overy will be 
...... ","..-,,. .. ,.,,.,..,, ·-lrl'.A~'''''' (" ~-I"':" ;.J.I.-..:Q~ •. - ..... ,L,,_'.,.J _./i. ...... «,I.... .. .. 

allowed for >,cariiiliq ~6oS:ts '" attr.ibutable :jto.:changeS:Oin the price of 
' ......... :~: .... ,.-,'. ' ..... ",.;.. .... -.~ ... -....... "\.'~~"-""'j"~,"-' C:~;'{)";:"': 

gas used(;·in:t·hecl::>ase:'rate-'·calc:ulation"'·':-:' - " --
", _ ". _ (".- __ .,"~""."" ""."'~i -.... ;~j.. ~J ·''''c''':::: ::':":~:~':"L.J~;;-,)-= 

"S6Ca:'l' s· gas ~~i'~P.P1.Y .. irocu~~,ment ... p:c:ac:t~c:e~~,are. ;:.examined for 
, ,....... 1. ~ ...... .-"'1 r'..... · ... 1 •• ' '/ ,<"\ _ r , .'" "::"'h _ \ .. / ~ 4 , .... , .'~"..1 - ..,I I.... -""'" " • ,.., ---

the record ,~~~i#, ~c:!,,~~i .. ;i~;::found~-:tQ:ha'V:e>.:been ~..mpr\ldent during 
• . _ •• _ ... ,. .... ,. ,. .:. ~ .. ~., '.',1:,\ ""'" MI'\""''' r. ... 

the autumn of 1'9:S0:.·,~ Cer't:a'i-""n"; pUrcba:se's '·of~9,a:s~:.by.:·SoCal are found .......... '_ .... \, ' ...... .. 

• 

unreasonable based on a compar,ison of the .. cos:t,,..of ... the .. qas..,.and. pr.evailing .... ,_ ... :..."'-, .... :,..., .. "'_ .. :' =;,~:-:>::~.: :':!~ ~',;:I:...;:I)~'H;·~:.;...:--.i.;};::Ly·.)-:: ·J4~ ... , ~ .... ~ ........... _..;;.,~- ... <9 .. - j)..,~"", "" .. 

alt:~~~~~·'·7~~1~ 1~~~~~,~~;~C)~,~~J, t:,;,~;~t~:?~, ~:~t~~~~~. ,?! :?~c~~!!;':~(9'~s{~~~~:s • 
are'dj.-sa"J:Iowea." . '. . ', ',_ ,~,:" ,..r~ .... -~wc~ ro'7 

. ...... 1"'"' _ ...... ,,>C'j'....... '''0 .~" or, r " ~ 1Il001) " I ~ .. ),:J~ .)i ~.... 1.1 ....... ........ ... 

, .. ,' -: 'Y;,:' ;::-: TORN's"c:ontent-ion- that~'soCai-' s. practic.es ... in...(the-.. w.inter!J~f 
.. : .... , .. .,,-,.... ';"'''''''~''I''' ~ ...... -:-'~ ~·:·:'~t.":')C·Q ~O(7:': ~al:"~-':'_":')·~).:.:) .-~-......... ...!-- ( ... .-""- __ '''-, -_ .... _ ..... 

l?SO;;"~'9~ w,!ret ~~:s:? ~~pru~~~~." is., ~~~~;~~f.d~;,).:.::.; '.)":.0::>'''' ;~;~)..:"!c: ~:1"::-:'_'C:.O 
. . ~. ;;. '"": I::.. \: ,_ ,-" J -' '., 'II. •• • ,t", ....... :'''' ~" '-' .. , ... .,.~ -' -' .... "" ..... ~. .... ~ • tOo 

III F "'h' 'F' '·-·o-J ",.. ;.~~' ;.-;. t",-,-,', '. ' .. ," ' .. """: .. > .. ',- ,,'. 'C-'): '" ~~:·7 ran~ ~l .. Se:'.' eesc;.r.:. -;" .... '''' '.'- - ... -~ .. , -" 
.... " _.... ".- -" Uns.ollectible 'Expense, and Company Use Gas::::r:-:.::::! ',.:>;:.::' :'::0 

-, - ~ ',.' \ .:::;:.:::::.:: '::.. : .... ;; ~.:..:... I .. ~.'..,I';, I,; .. " ' .. _: " ....... .:,. - ... ,. ....... ,~ ... ' ." - ~ 
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- ... ,... ", ... ; .. ":\. ..... ,~ ...... ""} ."',":~ 

,,·until::tbe::effecti.ve date':·of I>::908'2'2,--when soCal';'was"permitted to 
".. .~, -< ..... _ ~._,' i,'f'I"I~_"'~'''' .-~I""\"''''''''~''''''I- ...Lrj,..!,.'7 ..... ~~1-:.-·f' .. t4 

track l.ts._,reeorded::F&U-::expense;,.by perfodfc'-adjllstments to the F&U 

. ,factor. ,:''I'h±s::;·metbod,):Ls a·lso::ia11egeciir:£nadeqUate~~and°SoC~I~.);~gposes 
a .".further;.:modif±cat:£:on . that::-would ~ operate:-pros~Ct~vei:Y: ;;0:':. ::.' ~.::, 

T ~ . ... "",'r ...... ,--,..(..l. (,;j ~.I'" --Ir' ...... 'rr'J, .......... r¥/,! ::" "::~:o2. ..B .. -Past-Unde;:eo!l'ees.ions-:''';:~~:J'::'':''';''o:> ..... _'-' .. ..; ~_.:;~",'-J ,.'-' •• _- ' 
....... tt)'"',..Oj"~.." ~,~,~...ir. 

Franchise fees are a function of sales reveriue~' 'Under-

;collections :;that~,:o.ecurred: iduii%l<;i !'tb"t{::!-aenfif':i:e<l''J'peri'c1d were the result 
... ...a. , ~~ .... ""'tI.~)r"_ ..... ", ..... )1'-' .... 

of; ~sev.er.al~ ;"£actors ·"that' increa·$ed' recora'ed :-revenu~s) "'"abOve '--'forec'asted 

level:s:,~ ,:in-c:-ludiDq,chigh'er~ sa,:le's:;' suw1;c'£erC'ine:reaS:es :::l:n ':t1{&-:~~s,erO=f 
J' .. ~........... ..... :. _,. \- .... _ ~ •• ". -. ""01 .. ',... ... • .... '\ ':"1' r-'l ./ ..... 0'l~~~":. 

9a$:-, ... "and: a'bnormal."':weather ~,Y<Th~":'J;ncrea'Sed"'revenue 'Was -t'aken into 
• • ~ , ' ........ _'" _p_,.,~ ........ _.-.r ~) ' .. ~~ :,.,.l .. ." .. :\:?~')r.;:~~) 

account";, l;Xl: SoCar':s; I'seml.atinUa");' -off set -proceedl;nqs;- 'but" "the l.nerease in 
r"'"'--"t"'~ fI"'v """'*' __ ;..- ..... ,... .~,,,....~~ .... 

F&U·"",as-: .not,'::':, ~us,.; through: ~tbe':operatiot? of"the' '-rat"ema1<ing ~procedllres, 

SoCal:-: r.e-l1:nqui.shed-::the:'·benef:r.t")"of:: r'evenue's 'i:~:; exee'is":cff l,':rtls:J ~1:1~ed 
gas. mar.gin: .. ,:' but)"Was:- :f:orced :to.::aDsor1:9 -e:h-ese~ i:ncr~~se:ssrj,-; ::Cb;~t~?':>""YThe 

I' .-.,. , .. ,.,...." .... ~r ..... "r .,-;".r.~.-~ ~-..,.:"~ 
, '. " oreakdown,,: of.:,~he,'·arnounts-~(requestecr: -is- as- fol'lows':'" ,. _ .. . 

.. - .. ,0-,., , .... , .. ,,- "';\. :'J" .... ""':'1 + .,:,~ ... ;::,~;~;..:. 

_ " ':;7",:.: ,: :-:,~ Company trs-ez,<";a;S ;-:;.;: ::~;');;~,;-.u:; $5~'4"mi'11:ion-"~ 
. __ . __ " ,':- Franchise::-,F,ee.~::,::c,? :,~ /Y~:'::,:J ·3~:.J m.il·li'on3: ~}t:: ;;':0-::: 

,-:-,-,:-"..::-~-:.-, .. "'::"-' UncoJ:J:ecttbJ:e-""Amo'unts 50 million r' I .,,-() n 
,-..I- ~"""'l ...... - ....... -.., ~~'''\''~-, ~) 0- .,~ -: '~I-:" .)~ _;;, -''- ..; J~. '\ '-:' \, ': ... .' 

'~:':-:" ... ,":.~';:~'. c," -Total"~""~ -" .. ,,' .,.' $9'.6 million •. "_ .. " ... 0.' 
""?' - _, ""')_ , • ..; _.-("' .• / ,.-.., I')")'· *~+~("'.""'j"' ,-::, :::::.i: ..... ~~.)..l ..... :JJ....,J ... ~ .. L ....... , t.J 

, : socal'~r~i!es . on~·t.i-i'e" purpOse- and ~history of the SAM', procedure 
.... • J w"'~·-

to support recovery of the past undet:collection .. _~It ,refers to' our 
-,_-.'r,-''''',-''"'t'''' ".;:"_)<')C\ 'v .... ,··,r"'-Oj ';"'J:""~':: ::-" .. ':l..:r .... "" '":.c:. ~-;::j;:0w~ ~"l,~ .... 

stated int,ention:that :tbe·~S1\M,.."proc:edu::e;:.:wil'l-:::~.only insure that a 
••• _",,"\_._~ ",# .. 1 )~ ..... __ ' , .. c.l ....... _,_ .. ~ >-'" -l;; .. ,. '. .. " > 

utility's exceeding or:",'fa:i:.ling·:>to,,:meet t'l1at·{retur'ri.~w:t~i not be the 
" .' ........ ""'1 ,," "'1 -. - _ ............... \ .... / (\ .,:..,.. ,,~- ""<!',.;'" (0~~:'''J :"":C.;·~ ~ ..:)'.,:' '_\"~ ...... ) H_ 

result ofeXtra:ord'~naiY ~.arid _unpie4~~~le;f:l:Uc:t.Uat.::i.:o%l,s.cin sales ana. 
supply, " (D. 8S83:S»)~ ~~d ':~h~r~~t~riZ'esi~tne un~rerco'ifectf;n as 

,. " ...... ;",.-.".:.'" ...... r._·(., ...... ·t.·:;_ .. ,'f'of,:':~ ........ ..... " .... '~; ...... c C ;;';'0"":.:': ;')~:'::..,loo.;':('-.~':'''.!. 

"inequi table/'''' °be'cau's'e' -tlle' or£9£~ .~~o,:;~t:bese.';i,ncie_a.'Sed:;costs is beyond 

i:t_~ _~?~~rol,.", -soc,a;.1;-.a};r.-,e9~,; .:.t.:.~~:::i ~ Li:5- the;:9n1y" ~:ga~~cu.tfli~ tha.t:':has 
--.~--j~ ..... -- .. ~.~ --.~ .... ~ 

been adversely affected in _thi.s..manner". ,beeaus,e)~f~:£ac:t'lla·.b:arid:.t:o'..: 
.... : - ~ -. - -~~,1" ._... ..." - " • ~ • • 

procedural differences, and suggests that this result was "inadvertent," 

as shown by the Commission's formation of a SAM study committee with 

the object of consistent procedures. SoCal' s proposal is cons,istent· 

with the conclUSion and recommendation of the SAM study committee • 

• 
:...~- -5-



~ 

A.60339 .ALJ/krn 
' . 

• The_ s,taff ..... ,is spl.it onS~:Ls "issue! • .o The:Gas::'Brarich~w:[triess 
:'~.:. ,:",~='.:' ~:7:::' .. :' __ ' .. \ .. : ... ,f\ ..... ...,1...,-1_."'" .•.. ' .. ' -" ", ",f 

,agrees tbat.cr~"co:very .. sbould~be allowedcfor:::franchise:'".1fees·;< but"!·! 
,0 ~ .• )~ .. \_ C".'" .... (' .......... I_t','_'.d_~_'4_~ _.-- ......... _- ',... .. .. (_. 

objects to .. recoyery.~ofr uncollect:i:bles;:on tbe::::.qround:::tnat such::lcosts 
:-...... '~'., ... • )..>-1_'-::-',;,.. .-' .",,' "J..., ..... ;:")_' ___ 0..)',,_ ...... ',,,, 

are not beyond.,tbe_,cont~ol .... of,~tl:le~companY.f':oonGcross.;.examiriati-on ." ...... ~'.,.\ ... , __ .... ' .. u:.._. __ -:-~ -~.~ ..... .. 

SoCal t s witness aqreed that uncollectib~_~S.l.SEP.u.I?~b~~Jexc:.I.ud.ed from 

the request . ' - . ".".,.,. ... :.r" .... ,...,.-~ 
.• ' ..... ) 1 •• t' ....... ~- ,:.,\~ . .:'.~;) :::0 ;:,,:..:,;~ .. "":..::.:~ :~:r ~ .. ::.:.:..-. 1.'~".:J~~.,. .... 0 .. ~.-..d . .." ........ .,._· ... 

. ' . -."~ . -'Th~ je.~~~~ .Requi.rements. ··D·:Lv;is·.i:on;,:obj;ectS::,'to.~ec'o'Q'eiY-=O£ 
, ~~'~,.~~~J~~~:~~~~;~~~~~:,o~~ ;~~~~t:~ q~~~dS'.1.~ ~he:~tness; ::sta~S"~tbat) 
.:t:h~; .~~~:?~e :o..~f ;.:':~E!,'_C~iP:r;~q~~e.: ",i;5. .:to. ~l~J:o:w:·rba1.<cicirur-~ccount):' 
recovery. o.f expenses.,o:nl.y.,.for.-:pureba-sed.. :9aS7.::.')·IF&i:O~:1:s:>:-an;; idrriin,f:s't:rati ve 

:.-:.~"::' ...... ,~ ... "'\;_ ..... . : .... If . __ , .. _of"""c . ., ....... ". - '.- . 

e~nse ,which ,...is .not. :subj,ec.t "to.. ~balan<:;i;nq:,)~:C'coun:t:.:..t:reatnien.t;.:''':'':::':Also·,. 
..... c " Iv! '.', .. """,," __ ~_ ... .., ...... ' -.J + ,+ ...... 

s·inc~·:pr'i;r~:t;J)'.:9:082-2, com~y\ .. u.se\,'9,as:;wa:s::.;n:ot. ~::i;ncluded)i!n>~the:'):: 
.... (:". :..:- ,'_'" ~ .. ~ ••. ',' ',,' ... _,... ." ~ I _ "" .. ,.i • -- ...... , ....... , .' -. 

balancing .a.ccoun.t".,., tlle w,i~e.ss: S:.'Ugge:s:t.s~~t:ha:t:·::ar.t~a:dj.ustmen.t'! now)~to 
, ........ ,.~> . _ .... -.-,'-' ,~,.~"".~ ... -"'..... ..... " 

recogllize these., ,items. might... const·itute ;ret-r.oact::i;.ve:.:ratema:k1n·g .:::'5? 
¥, • .. i·, ...... · ~. (;:. .... ...... • ... ~ " .:_ .J _ ....... ..... '- ..... .., - _ .... ~".... ... ... 

The sta.ff." b:r;:.iet, ,further,:tdeye.lops;r ,~;I'etroactive~.'rat'emakin9 
.. ,~ ." '001 ~ .. _ '- ~- ' ... -. • - ~, 

issue. St.~,~~:.~?~~~}~ argues thatS~,~;~~:~ ·7~:~~:.;on is distinguiShabl. 
from the fact~,iu the ease of Southern 'Ca'li'fornia Edison' C2. V' PUC 

.-,..., ........ ,...;:. ;·~.:~ .. ,_V,.:II. .. I_' .... ---'-- .... -- .......... -~ 

(197S) 20 C"'3d- SI3";~e case most often.cited to support exceptions 
c'""9 r-. :. r ". . ........ ;; I~ 2: ":"l",I ... ' .:.; -- , ' 

to the ruleVagairist'retroactive ratemaking •. Staffrcounsel states 
.... ~. , ...... _ .. _~~::~ ~"I'.""7' 'I~~ .... , .. ":Cl:·.:.::~ ... <::~ ·):-:cC':.,-::: . .: . ..rc: ' .. )n~· ~:v .. '~~:. ..... -~'- """,;...t""'V~ ... ' .. ~ .. that:' - .,~ ,.'r"'''' .. _ _ """'-_ " ..... ~ .. 

' ..... ~ ., ~,...., ..... ' .. :.., ..... " -l." .~.- ry.l oj. "0 -.r-~)Vc.'::J'J _ .. _occ:,-,.·.~ o. 
__ ""'-'-'i,T.- - .. ~,",,:.;:) _::)' __ •• __ \ __ .. ,.'}..., ..... ¥ ... ~ ...... \.;., .... _ M,. .. - .. "" 

,. ,- ~ "The' items for which the company .seeks""recov.ery",·. Cv,~' --­

.-: .. ~':- ,:,-::have notc.prev:touslY;:beeric:q:r:ven ":ba.latLcinq '-'account ~ - ~ '-' .. ~ 
__ treatmentr,by-.tbe Commission,:las.::was. ~he:.:.case~) ::::' '~:::.<: . .::.:':", 

~." in - (the"Edlsoii'ease) , ,where the Commission ,.was '.\~ _ .. r·., .... 

': .:merely ;:orderinq <a ::tnree'':year ~efurid"'to~ :,. . .) ...• - , .. -' - '-' .-..' - .. 
~e~mpe.nsate.~ot; aJ;~l?re,V,i:~us':::ov:e::coll:ect.i:on '2.:~:3. c; ", '.~ :(.::,':':;..::~ 
resu'Itfnq"from a ~re'Cio..u.~l.y:-e~:$ap~"~.~h~.!u~~'':C:;:~::'::w:::J-::j::'':'' 

-cost':ad:f.U'stnient:;"elaus'e~,".,J- .~o .... '~ .. ,... . . 

•. : "Th.us',:. s:tafi::eounseJ:.:argues~ tb'at :to"':~~lc;';"T:r~dov;iic~ t'liej7tiric?~r6'il~eetion 
, J . ~ ~ ~,">. - V~",~--rvfJ(j .... ~oc 

would: ~constitite:cretrOaet8. ve:~at:emald:ng ;"':": ;J';:J ... '::J~L -;.:.. • - ~ '" _:.I •• 

. - r "::\.':). ' ... ~ .. '--"~"""'I-'O""""" • ,"- ~.'~,~,.0~.-, .. !~2., O~5 .2~~~0~J __ ~~ _~~W_~J -~ 
: .. * ... ,.:.;--:: •• /~~:::-:;:" ;-:~,I,4t ; ... :":~/)":. ;"~i..:.:: =;:..~ ...... - - ~ 

. ..#..... .~'Io. _-.. I~ ...t. ••. fV'O_.~':\. -" ~,... ;..': ........ • .• I"1"(,....ro:> .i)r:: vc ~~Torr:::::. ~r:, 
I"~';-,:,,'" '::":'··_~:··::-~:-;';::O::> "'{:;~l'=2 ~ ...... ":.. :; .... 0 ~ ... ,-.-"*:~ ........ '-- .,~ ~.O_"",,,-,,,,,,,-,~ .. 

- ~ . ~ .... ,.t~ • ~'.C.~.,~o~ .20·_~~00C~C. ~~0~~!2~OO :0 ..,'::J0CwO ~,. 
~~~;~~:~o~ 2~ ~~~cqo~~ - -'- ~ -- - -

. - ~~ ~O~?,r~~o'::J ~ri~ J~~~ ... .,.,_ .... "",'./'/:,2 {'_' ... ~~ ::0 :-:,~"!:=s~::·)r;.!::O~0:: ;.) ..... c ,."" _ .. _..,~ ',,' • ..1 U, .. • :.~~J·:',I:"'N, .. ~.;:'~-:C= "'{~~-":'" ..... _ -

• 
_':_ -6-



• 

• 

• 

, 
~. -;r f't bl7:\;r'j[\~~ €.s~SCc • .M. 

:I. r·· f ..... - ,.' ...,-.TMs.. $t.af.f·:...po$i:t.i~n ;;l:sc6if:f~.c\1'It ·:.:tQ' reconci"J.e ..... W1-th -another 
,'. ~ -'. -.~. '- -- .-' , .... ( I 

staff. .reconunen~ti.on :r:eqar.d.ing <~a !:re":tited: mat't>er .:.c~he '1J.eVenu·~~'J'"! ~ '. _ . _, ,.J ......... , .... " . ~ .-' ., 

Requirements Division wi':tne;ss :recommends ::tbat~:Soca:r.':):)e(a1.:towed'=to 

. _ r~co,,!~. ~&~~.::u.nder.~.J;.ec,t:i~%l"I:o£:::about' $J;.:'J; m'iI,r..:r-on ;al:r~ed to- have 
, ...I.r....... .... :-\ ..... _. ~ "',.t ..... accrued .. dur.inq .J.anuary::.throuq.h:::J'une: l~O)~'"1=~:SOCa1. =d:ld not-asJti for' 

r~c~;e-';;'~.: ,;h~ -;t~f.f:. ~S;i~;i;on' .;appea-.es ::i'n<:r-i;s:t:i:n~!sha-bT:e?~rom';the~ 
de_fact;:,b~i·~9· a.cco:u~t:-~~a:tmen:t? .souolit..:bY'-csocar:£or:'t.h~e¥r-'iier 

• ,_, ... ., ••••• '. _ r ••••• ,,_ .' .,. 

. . ~ .~~ .~~~--~0~V NO period. ,. {oJ. .~. _ ..... · .............. ;:.," ..... -:rr .... I('.,...,,~::--'»:'~:.~r:o_ ~} ...... :-:0 -..Il.~._.;j_"'; .......... _ .. .w ....... 
. ' ....... '.c" ~ '" ~~(:"'~' ,", :~ ..... I , .•• ..L. • .. ' ..... ' ..... - -' - _", ~... ..... t,. . ....... - ...... 

. ,:;;.~,~ ~op~s~s:(SOCa~s 'reques.t;.~·TORN:, wa:r'ri,S)tnat~-:):':';: :-"110 

- -' '~While·,.soCal wo'tl-ld l-ike:>i:o:.chara·Cter'l:ze:<t-bis-:::o:-!s':::.:;:!~)-: ::0 
, .. - partiCular item .. asa mer,e,. '.:i.mperf,ec:t,io~'0"i.n::-:: ;:..;,; ;,/ .. .:..:::: 

';'. ~:-.:" :tne::pr1or-;·tarlff·s'~ "in f'act there-"i'st nothing , .. .. ,_.~ C), 

in the logic of its proposal~.th"at.:)woul-d?preVent;} '-'.:~ _0 

expansion of .tbe theory, .. to".coyer_a...rwide .... vari-ety 
" ,·~,-of past-' ··undercotlec:tions.· .. ~-·;· .,W .:'" - Once' a 

- ,precedent-:-',is establishe.d ..... c.omperisatinQ.;:~:;:>utiI1ty.;::~~·-: :'>:';' 

. for past losses .... ther.e .. could .... be ... no limit,to~)- ~.!: '}:":;~~,r::) 
,·the:"··ntunbervof'- ingenious -requests-brouqht-before ," . 

th ' Ct. ..,. ....... ":-'_'::'J" ''''-!''' .. '"¥C'''r-''? .. " .... - , • .,.,::: . ' .. ". ~s··. OInlTll.ss·~on'I_' ..)·~.:;.~,:,,::,_,:,:,y:;·>~ ;::'.2 .• _ ~ .... I,,;""" .',," ~ .. "" ~ .d __ 

Fu~hermo;~; T~ suggests ';"that ~SoCaJ:;jd::i:d :riot act ':;promptJ?yi±n':ra£sing 
.• • .. "'~ ('c A'~ 

t.Ms, . .lfS.U.e ~:, The.t'~fox:e,:.::'I'URN "'eolltendscthat s'eqU£.t:y ~~as -well as so~nd 
rate~9 :P01:i.cy- :-:compel ~t:he .-rej.ectioXlt· .. of.;SoCar':;i=req,;iest. =.:: :::7':-."'; 

. - .'r.,··' '. , . ..!'URN' al,sQ.-:-argue-s ·:tbat>;;r~i:e£ 1s~:barred'::by':rthe:"i'Il~eoa9~'inst ,. ~ ,.. .... -' .- .... ,. . " , '. 

retroacti.ve. ,ratemakinQ' •. , C T.t1RN: ::d·i""Stj.'ng:u:;!;shes>':tb~ ~a.r-sort'~ca:se '~n: ;:lie - ~,-- -. -... . '. . , ' 

basis that: 

-. '~,~ .I''Wbi-l~ .De:cision: No:..: :8.5-.7S'l:; underJ..yin'qnt'ha-c- c!:s·e:' 
.'_.- - - 'did' order the ~utili ties.. to ... refund· .p:r:evio.usJ...y_ ~O:-: :::.< :Xy,..; 

" "'- c6:t~ec:tea :'fuel-'charqes,~;tbe- Cou~ts 'and: --~ .~~ ~.~~ 
.• ~.Cormuiss.ioll . both: "·expli:c~tJ..y"rec:ognized/'-tbatj""'..I·:' , ...... ::: .. ~ .>':., 

. the normal cour .. s,e. of .. the, _weather, .. cycle.,wp;uld ::.:-:;t: ...... 1 ' .. :.;". ".: ~.) 
'. ul-t1rnatelY::have:'pro'duced·'tbe' "same "'reSUlt .... 

• •• Surely, the same cannot be asserted in 
this c:ase~ where the ratemaking treatment of 
F&U expense has cbanqed several times since 
the period in question." 
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• .... :~ ::~ns,:~hat~ the ~Edi"'son' ';;decis:ton::-£s~~rPret,ed':tg. allow 

reco!~.:bY ,:SoCa~ <::'. ,~:bhen'. :0.0. .:dol'>l:ars -;:coJjl:ect'eQ tt'hrouq)i'l;i%al~nct~~ 
. " ,.' ~ "', .... ,....'In.· .... ~- t" ..... 0 1-., •• ./ 

--: ,'" 

accoun.t,mecbani-sm.;:can."'.be::.eons'idered :.'f;:f;n:a~J:.:" ~O';::'!.(· .. J:(~ •• - .... , .. - --"'l . •.. 

.. ,',' ~ ',:,~, -~"'~~' ~r:9Ue,s: ~h~~ thecCaI:).:forri;!a)(suprem'&:"Court ';ha5lvalidated 

t~~~ ~~D:C~~~ t:~:t ~ad::i:ustment:s~ fo~::pr'j;or;:per l:OdSf tare ~ p-ernaCsS:fbJ:E?¥n 
of£set, .proceedin,9s-,-:'.;: :ei:t:i'nq ::.t-he.~cEd'i son.: :ca's:e~ al'l'r'::Car..(forn'i)"'!.~)Vo::>'),: 
M'~;uf~-~~r';;~· A~sn ""v .PUC.;,;tl9,"l.'9)r.,;:2'4YO' 3d"!tZ5r-.G ~t~~c;ntend:;;:h-at';J:ihe 

r:~ _ ' .. _ ",-

only restraint on the Commission's jurisdiction is the Commi~ion's 
"''',....'¥- ....... 

own incl~t:io,~.t~,., l.imi-:t; the::.':scope .o:er.·Pr:l:or:!~pe:r:i~ 'reView as a matter 

of regulatory~, :~li:cy:,,:.~':In~ tlti.5:Jreq.ard SOcavlrepres·ent'S .... that it has 
....... ,' .. ~ ··· .... rc 

filed for reJ.'ie:r:('tWl.thln?one' yea:.r,,:: 0:£ :a:ct:~~~ or::so~truCtive knowledge 
-:-:..:.~~ ::-0.'"': ~'~.~ ~-~-:~-..'~;.:- -' : .. : .... - '''- .. ' ..... _.... ............... - _ ....... ~ .. -: ''', 

of tbe de£,icienCY::in.rctUestio:c:.c·~o,:c: ::::"':: :'0 ')'::~Q.i. -:,:.'-.:: ~,;: 

,~~':we-: ~~~~~:that -:t'here~~i.,~~~?~~~~~;~~~~~i~~~~~,~C\~llOwinq SoCal 
i ts requested~reiief;. ;:.The::-Edfson:-:dec:-ls1on sig-nal!ed':la, "!fundarnental 

change i~~~~~1~~~:t~~6~5~~~~~~1~~S~~§~~~b~~£~;~~~~~~ision~ approved 
by the Supreme Court.. and memorialized "byothe ~Iie~~::.at~:e ~: r::~~~.~ion • 
of_Public-,Utiliti.es (Pu;) .;Code.::.Sect:i:ori;79Z;;S:'::'::';::! 'J;~. ,.J_O ... ,,~~ ..... 

........ -" ' - " 

.. ,. ..,..., "The ,.Ed l.S9n, :<lecis':i;on 2:±s :contr61lIinq ;,0 '::st'a'tf' is 1)$i1-mpl y .:.:wrong 
.'-.4 ..... r. .....' _...... -

when it. ~t,~'t;e,s ::. tba t, ~,there (was. ~a ~balancfng s:ac'count'-:aS:s'oe:tite~i :;-Wi'th 
,the .ori-g:i.nal.fue:l.::clause.:.:: Pr;,l;or.-:±'o· ;:tbe ~:pa:s:sa:9'~~:of. pQl·wCode Section 

• .. • 'c' _.1 . "',.... ~... ... 

'.92...s, ,there.,was.-;no -nec::es;sary, :-coxmect'i"ori:' betwe·en~~[O£'£set)·*~=:ter:an"Q a 
~l~~i;~,e a;c~~~'. '. : = ~r.:t ~~:. :;cc 

~) i,s:.;'wr,!ng~ '~nl ::i.ts; a:ss~i.on: tha~ l":tne ';"n~r~al course" 
would not produee.:·"'1:he ~e~-:r,i:s).1it~~:a;s~:s~Ca:i?s (p1~~~" over time .. ''''\ .... ," ,", -....,.., Ie ' ~. , .. \. i.J~ .... _.... • .... ~ _ .... ~ -"'- ... 

Ove r t ime SoCaJ..,:-c.o'~:i~: '"f;i~l~s~.~oi~~coii~·e:e(·~i or~.& urp.der>e:n~cf.{'~9 on 
.... -, '. ~_ .. ,._ ...:..,.., fA .. , ..... "'. -... .":..4 "..\. "" ("' ... ~.-rfO~ :'-~=On. ~r!7' 

differences ·~oet~~~~~~e~.?.:A~~~:a:n<~~~st~.:::~t'e~~J;~:~p'g~e3~.:.~d.:: sales mix .. 
• __ ..... "a.. ...... _ . I •• J 0.... _ ~ ... wi "'- .. ...- -... .. 

w, ~0--0~?~ 0~ ~O~~0~ 0~~~ ~~: ,ylo~u2 .•• 
..•. - ....... ...r_ ....... _ •• ~ .,. , .. """ ..... ""''''w r-:>~r~ ."")~,..r: ...... 

'-" ,~ "":" ;: .... ,":"":- 5(~) '":.= 0" ~"'::":-. r:,;7':'~\= ~;.) -::: ~)tol. ~ :,.,~ ·"1. '" .. . ,J...:..:.:.i .: .. _ .. ~.J 
.~ • .l ... .,... - • .. '" ., ,... 

, A -, --. ~. ~"'·.::j.)'I'.·,·~;·. :;.C) ..... ~, .... :"" .......... ;:"Io,-,,: .. r:. 82~,$C":<K.) ~.'!O. '1 
~.~.::.""":;--: ::",!~':""-J __ -- , ... htI ~~ ... -. --..- ~ 

,~ 

-\-

" -0' .,. ... ~' .. ...,','~ "..,;,. ~: .... ~C" 0r!= 
..... .. ... ....,.,..JJ.o.i;.._ ....... ...,...." ..... - '" 

-8-

• 



• 

• 

A.60339 ALJ/km 
'. 

The remafn,ing-::xssue '.:!s tne:pOi£ci~~;t!cin~ ~ "we find that 
-, .., ... ·-"""f-+v'· -' ....... ~~'t ~t·) ~(":'.-:(.~;:.::).("!..:. 'j;-' .. :: \ .... _"~)~,,"'.J ....... ~.:: .. \ .... .J... 

franchise"fees ··and. compan~ .. use ... qa.s..,cost,s ~are':::matterS't,tbat are 
• '.)~-:::..\ ... .:.: .... ~~~..:...~~ .. ~.,.,. ,..l- _,. ......... ,..-1 __ -.'<0 "r~ .. ~ _._-.. __ !...-;""j;..,.,-".....,""'; 

inextricably .::rel:ated;to ;g~ ,sup»'!y :"'and ""Pr'ie'e~'-c,h:anq,e:s>~\a:nd are therefore 
., "",."" .... -""'fr-, .... ,.. .. .. -.~ .. ~~ ,;"'J~C;,~ ;.j.:-!.;.." ~ .. : .,~ ..... ~ _.J -.,,_' 

ot+tside the control of "tne' 'ut!fity -for ratemaking .purposes,-:;r." .~he~ 
.~ .... ,- ",'"'. ,,,, ' . .- ···--.,.·\;~0 ........ ~ !·-;':'O~.Jr ..•. j ...... ~ .. .)\ .,j.l. ""',,._ ,.., ....... <' 

purpose:'of SAM is~::defeateQ·1f ~t'bese·-kind~s ·of costs. are~,not-,.recognized, 
n '.. _ ........ ~ ... .,. ..... :.'.';..,-.' ••• --.~Q-, .... )""':' :;\l..r..j'G;·ii:.......::~ ..... ~ 'tol.- • .-' w..., •• ,_ .... ,. __ -.... 

as. ·tbe:>marqiti· :be<:omes':;:l1.usory".-"~SOcai 'has resP9nc3.ed..,to this problem 
. ~ - .. ~ ... ; ..... \--, ... -- "-."'p. "" .. -:.,c '~"-i:: c·:; ;,:::r::; ....... ~~v I .. J "1.'vI .... 

in",a:' time'lY>fashion"anct"s~ou~a~ ~~ ~~!-()~~.?" r~;o."f/!:..ry:'.!:,;;= ;:;';0 <:=.~.;:o.:; 
. I • ..-,. ,- '-r ·.r·· . .t ... ,~· 'I.~· .:.'::1"'-;. ...... "'::'._. ""._ .... .J~ ____ ~_ 

C.·'·: Prospective"" Recovery" . . , '.. .~~,. ~ ':.. 
~ p ~ ~ '0 _., ••• .} ... -,~~~~G~_~~ __ ., ,. .... _' _ .. _" ~,. - ; '')4~''''''_' .. ' i.lt';::.,.. .. 7 .. :.rt_:. . ..:~ .;,..._....... -" "" ... 

,: .' '··:;·As-"indi'cat~~. bY~':~e" ~~:e;~in?'.'~t~~g~~~,t~.1J:o W:!~ f.;!l~:.:,~h~:t:c. 
,. ,""" ~-" .... ' ... .....;,. l~ .' oj,.. • ..... I, '.... .'".. • 

franehise-··fees'and company' use qas costs are properly,..,ref.lectec3.,..,in 
... .... ". __ 4 ...... ~....,.~~ ...... ~ .... -_'" .,.-~.~~\~:-::() .. .!:::.~,) ... ::::: ._ ... ~-'I,'" !I ....... .l .. ~ _. ___ \.r'_ ... ,_.&. 

the:- CAM· calCulation-~ - ~~;~a~ ·:·'~~:~~~~J~?av: c: ~~egj' t:,~:e!; ~~:t::~::~~;~ous 
apparent deficiencies.' ~ SOCal" now proposes that r':r::ecorded. F&U cos.ts 

• .. - -., '"j, .... , "\-.~ ---,. --- ' ... -" n-C ;:~ ,:. ,~:...,;:!::~? ~.: ...... ::.,'...){.,)~_ ~--

and offsettirig:'FOiu-reY'enueS:'be~pla:ced_ino~1)e":CAMobal;~C:cing account. 
<: .. :" ,,; ;" •. ' ...- ':', ':: : ~ ~. -.: ~:~ - r.'.·::- ,-;0:) ::.~ ~,:.;:;;. SoCal states· - . - '" -. ·'-":'.":'0:)'.' ."':__ ..... ,.,;" ,...f'.J..,)"'~' _ 0..;., _ ., . 

. -.... ~':. ~.': : .... ~ .... :~ :'!'''' ~','" -..... ; 'J;- ' ..... ~ '-.<~'::' -:.:J ..... :):" .. :, :~\"t \:-; ~o . .: :~ t~~, 
-.t"I'he record"shows conclusively that ~.o.th.e.:r:·M """_"_~"'~I /:~::7: 

.solution:s:r-have-a.:lready=been::t'r'£ed.;· and '-tbat·...,· ". - .. OJ. 

the current SoCal" proposal "i·s .... t,he: .~last:~-resort. . .. ::; .~: .. -:.: '~'.:: l,':' 
to resolve a seriou's' pioble:ni ~~i,~h. c.ann?~. ,,be)" .... 

" .' -cont;c'ol'l'ed"or' .rea:s:onab'Iy' pred-±ct'ed bye'! tb'er 
the utility ,or .the COmm.i:ss-ion::_::'j,,:..,· "' .c,,::);; .~:,;.:.;) • ' .. 1 :'':::;J.;'':., :<i": 

The'· oth~r methods ~~e" 'ide~ti£'1~d~'~ ~~he. ~",tracking;).mechan'j;..sm::"' • .;~utborized 
' .. " :' ','.-' .. -.. ", .-.:,..: '''''. . :,,-, ...... - '.' ~... -- """ . . . . , 

by D_:9'OS22~' and u.s,e .of.:.the ·test."yeu: a:u:tb~.r.i~z.ed:~&Uperc'entage:I'f~tor. 
' .:. :' C ~.; ... -:. ::".:':-' .,!.... . '" . - _.... .. _ ...... ",. ~ - '.. '" ..... 

The ,Revenue~ Re,quiremen.ts Di.vi·sion~ wi::t:ne'ss of£:er&:l tbe 's'arne .• - ...... ,'-0- ~ , , ,~ -, \ -- 0<" , .... , U '; ~ ~ ... ' w __ ._1 .......... ," .. _ "r. , _~ • ,I ... ~ , 

pol'icy' arqWnen't'Sfor .no:t: adoptinQ:.., the.,. b~-an~inQ':: accountL proS:peet:ively. 
~ ~~C~' •. -" __ ..... (...J ..... ~ .... ', .... '~l"'" .......... ', .... _ 

He contends that F&U costs.are . .touts.ide-theoscope::-of't.he':CAM proeedure, 
and that:; b~ian~i'rig ~ ~6cb~~t - tr~~t.m~~ ~:~~~l,d set::.a;preeedent1: for:) .-:;~ 0 
.. ~ ,- --r" . ":<I~,_-:7""-:.~ •.. ..::,:, -;.-~, . ..,.", '~.;J. ~ _."_,1",v __ .... -- .. ~ .. '''f"O'OI 

including even more i terns in the .... balancing account;;, j" .'1Staff')warnsc:. ~ .... ~":,:J::2 "~.:" 'j .• /_=: .... '}_::,~;~.~,_ft..I ....... ' ... _ .. "~,, ....... ',~- .--- .... -

that.. ,. .. "....,r.~o ... ~.~~-~.? :.;:" :J~~d:J~::C: • '? ., .,"..., '~'')~)'"''O ":')"'O~ ~ ... ..., .. -- - - .-:"~':; ~::f~h:; ~:.~~~ .. :;.f\; ~;:,:'o·:, .... ::",::':'.,",: '~'''''.)t'.. o..}., _.4.J.._ 
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. :1 ••• to .... the._extent,-that offset;-:proc:eedinqs are 
~ .. ,!. lengthened by-the inclusion of such extraneou$.",...",-·)~:'· 

.. ... .. ..' ~ "("~.. i') , ,..j ...... ' .. -. ... _ ~ ..... -" - ~ A.. -
.. ·matter5,:...~tbe.::'timeOreqtd:re'd -to"cons:rder the . ' 

. appl i c.a:t.ions .. nll., -:inc.t:ease, .. :::r:esul."ti"l1q' ::;!n' ~la.t.er ') ..:: "":::. :{'):"7 .;: 

.~ ,. . '.:.' .. -deei's1'ons: and 'more ._r~~l:~.t"ory:'~l.ag.~" .:o-::::-:o~ '.:..-f= 'j::.o;.::',,:;':;'-;' 
. ,. _. ____ .~ ...... _ "-, ''"'· .... '~\.+.;:l--: ~O .... _~_ ... __ ,-. ... _ ~ .... ,..J -

Ncitber'1:he- "Revenu'e'Re'quirements Division. witness, nor, staf·f,"'-<:o'llnSel 
. • ..... ' .... ,....,..,~ _) -· ••• ~ .......... f .-:'- ...... ,"':)~1:.:< <f:::·~I~ .. ':- ;.':: ';\',~}.,.Jr:;-:.. .:._ • ...,; .... ~ '- .... t ..... - .~ ... '.' 

prOposed' any·aff:f.rm'at-!ve" recommendation r.e,gardin9-'cthis.. :p'robl-em...,~;;;, 
.:, _ ,- " - ".~·""'0·"'\ ·J ..... ,~I(·'~ ..... __ ... 1 ... ;:..>f ...... · oJ ... • ....... ,:;" ~ ~ • 

". '~' ::" .. ; ". ,,':- '~';olifeds '1::0' th~: bal~an~~(n9J.ac,c,~\1D.t., p;~~d~:.:.:- ~:: 
......... ' ..• /l-'-.f"~- , ..... ,'..,...,tf' ..... _.:::. ~}._ ~_ ..... ' .... ~ •. , .. o..J ... ~_1 .... _... '"' 

points out that" tbe- 'vola-till ty of franchi~,ey~(~~.~ ax::\i~~.(f)::~ntr, the') ---------fl uctuating level of p-S. sale.s. . 'l"O'RN ___ ar,g.ues
L

• t,hat--,;);t:he:::Jlevel of 
._ • ..; •.. ' ....... ,.,'",," _('"> .• :.',::~..:;""~:'::' ~.~'::':'J-:'."';)"':c . .) .. ...; :,._ .,.;.'-J_,t.4'_,J,. a.._ 

P-5 sales' is di'scretionary. In this and_ otpe.r .ca.ses,",,~z ~s~aJ:'qued' 
_ ..••• ' ,.~~ -.... ,. ~',"".j",,_, __ :; "')--:.:~ .r:~:~.:(;~"") ;:~:'::j? •. ):,~~ ... ·: .. ~u(...I,; •• \..J--' _l"'" .,~ .. ,- ..... 

that- SoCaI--has-made . unreasonable gas r supply choices".resul:t.inq~>:i;n 
• J' __ •. '-'Q'." ..... (,tP • "., \ I,. .. ..... 1 .......... - -. •• ~,.... ~ •• ~-... .. 

uneconom±e sates: t~':'P:5'~" ;'Tci'W' argue;'~:th~t·~,.,;~,:~ ,~,' :',).'-"';,;j :-::~-:::O:7~<:' 
.' ~., , .. , ........... ~ ."...... "," .. ,r~... ''", f " ...... O'~r-.-I,~ ';"~j_'~ .... ;_,_~I •.. ).:.,"" .. ',I " ... J. ..... ./,- """ .... ,. , • 

_.,. ,. "In"SoCal's"case'; its"profits, a~e unaffected .by ... ,;o~;':\ ::.,\~;::. 
. '_ ,_ .~ ,,,( .', 1\ ' .,'p..J ... f."o_~ _ 

these:::.d:i:seret£onary'3sal:es; "so,' there -is no " _ ~ _? 

disincentive to discourage uneconomic trans': ,:.. ,-;- :~:::~",--),~ 
actions ~ whate:ver ;t:h~ i~pa.c..t, ~n,,.p.thet: .J:a;\::.ep'~y'ers. \I 

......... '~ ......... \.,_ ..... _ T/' .... ,:~~t .. ":...:"" •. _' ... v_ .: ... "'''''&<' _ .... \..r.),., 

TUR.~ contends .. tha-S :t?~ ';p;,ojoS:ed~~ba:la1'l:e:!ng ':,a'ccO'llntl':1:rea~ment would 
,~>.' • ., ............ ' . .,1 ... <. ··.····)_.Joo .... ...,I~,. !·.C·I:>~<;: : .. ,,"':':j~~,.:::) ::~,-:.~ 

eliminate even:'this.; ·m~nor ·d:.~:!~~nt:1~e .• "'<., :', r,,} ':Q;;~~'-': oj' 

• 

• r,'" .... ' .. '\-.".~., ..... """'\t'~,-",,' '.), ... ., ... -....; ... '.,..t ...... \,.. .................... ..... 

We~' find',' tha t·\~SOcal:I'..s. p:z::opos:ed,: ,"bal:anc±ng:ca:c:'cotint trea tmen t is 
. ' .... _ .. ' ~.... -'.............. - .... ... . !""~..... r~": -

reasonable # -~xcludi~q uneO-l"Iecti-b1~. ~)'~s ':"sta-ied" "'it the earlier . ..., 
.. ':"',\ .":'1-- '. ~_I"\:--""", ,.--... , .... 'r . .. ··)~o~=~:":\ -:'-':'>:"':.=0 ~)~ .... 

" .;-di~s-c:ussion-":;,,these:;are)--eosts--''''tb.at;> vary ·d~rectly~·wft~.supp_lh,~~d.- s,a1-es 
.. ..A -"'I.. ..... • ......... u ~, .... ~ \., 'l;. (:, \.) ,- • '.,J,. I ...... 

. . , -leyeJ..s., :and: "are :a,ppropria·te1.Y:' recogn17Zed '~th:tn "tne conteXt of the 
., ,.. ,. 0'_ • ......... , '· ..... r' , .... ,-,'i'-v :.- • ,-.(v;''' r) :';~j"'~"J':.)'? 0~T . 

Ck'1.pr.ocedur~ .. Socal: ...... has::·shownthe~ inadequacy of other methods.. The 
I" • _ , •• .r"~ r,.... ' ... ,-~ '-...~- .("1- ... "n'...., ;::~:'!!':)f':t~~-::G -'{'J:",-..c'C:: 

'. bal-ancin~r: aCCO'lm.t:, tre~:tmen-t:' avoids' these~' problems. . , 
~ ,./ (' .. :. ).~ ~_. ~ ,.... ........... .., - _0 .. r,~ ~ .. ~)J"=.'. :~ !-.t,:; ... ~ ,~~~>:: ,,:,,!O~ 0 ! .. : 

. -- .. ~, Co, ~ "~ .. ' :''I'imNlsopoS;i;tiO~'~ i~O::~~:~:~':i~~~~")~~o~~~s:~t:.:,r,::. b::5 
discretionary.::'purchases rnaY'~be- of' 'lower ," as well- as hiqher, . priced qas. 

__ ...... ..-J' . L/ .......... '~ , .... _,.0,7';" ".,,~.tjr.: r::-:r'./0 :J"~:',,,)": ...... :.J:..,:. 

'l'he:--:same'.:incentive::that cornforts'-TURN :i:s a"'dl.sincentive to so~~;,.,;t..o' . -....., ..... 
purchase discretionary lower priced qas .. since soCal would bear the 

higher franchise fees .. with no corresponding benefit. We prefer not 
to leave in place such a:l obvious conflict of interest ... and instead 

will rely on direct periodic review of the reasonableness o,f SoCal's 

purchased qas costs as sufficient incentive to make reasonable 
supply choices .. 

_~_ -10-
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IV. California Income Taxes 

• SoCal is requesting recovery of $3·.8 million to offset 
t'-, • .,.. - -'" ~ '" _ '. , .. ,:"""" r,"·,~ '- ..... <:--.-.. -".... ...... ')- ..... ',')\;..1' "':.(..~va.:;\., .. o-: 

California-'income '~'taxes·'paid':"in'·19 80'; aIlegedl y resul tinq I from 
~ r _ .. : .,."..,..,~ ... !. ..... ,..".. ,-, ~ ... .,...,", -.:. f"tt~ "0 .,=t:::c,·=~:!_,;:; .,100 .... _.,., 

re'qulatory :taq"~and '.:undercoJ:lection:.... • AS'" eXplal.ned . by , SOCal :., . , 
- -'" - ~ ... ' .• "'~ I "",1 -,...,~ .,~t",~ r-t :;'" :L;'~~ ~I'J.~~";: ..!...:.~ ... ".:; :;'::.~... ,~,~I!'\ 

", :: " ,',':-"Ca'l'ifornia"income-tax ruIes-'-do not allow a ' ... 
- . ca:z:ry.bacJc/.or:::ca:r:z:y,forward~of'~et' operat~ing"'" ')-:;,::': ...::;:.~" 

'tax~iosses as ,do Federal_rul,es_,.., Consequentl~,. ,,,; ');.';:~:~.'.:. 
''-''when:':deducti'ble",'eXpenses-exc'ee'd"'taxabl'e'''- .,,' , " , .. .. 

.revell.ue;S,.,in ,--a,nY'.y'ear ,):':sueh:Texee-s:s:.:eed\1Ctfon~: c.: .~: ... ,:,.~ 
. expire and are not available"J:.o· ... offse.t. tbe-~, .. , .... ,.:, ... ~ ~;::,: 

related, '-revenue 'vhen:-i't }f's r'ec'eived {Xl the ".,.. " 
.next ",taxa~l:e:,sea"t':'..:~-:1n :.l:9~79:~'SOca'r.\'experi:enced (', :'.: ':',.: 

" neY PGA/SAM undercollections of approximately 
$23S.,~rnil:l:i~n~;beca,~_op:d§...1.aYS:3)l:.;a:utbQrizing 
PGW~off's'et-rate increases. These large . 

.. " " .... undercollect:i:ons. :caused:;~Cali:forn:ia::~~~X:' ....... -,::-. 
--." ,'. -deductions' of $7S',.867-,S23v,to,.expire ,in-. 197 .. 9-.:-~: ~~_-:::: <. ' 
- .:: ':: ... and.;:were·,·therefore:, 'n'ot·'~avai'l'ab1.e t~o 'off'set the . 

". ~ rela.ted revenues: ,when:: receiveQ::' {n~ 1·9'8'OJ .. ,,)::.: ;'; ~ ..;: ~~",.--: ::-,;'..:; 
.. ,~" " \- " ...... ~ • ...., .. I· ..... • ," _ ... "..~ 

SoCa'l asserts:.: .. tha:t-:;recovery j:s:":ne'ce'sSary-:,tO::-:a:ccompl.i·sh'·d'ol'l-a:r~'for-dollar 
.- ...... "-,... ". '" ,... I., 

cost recovery of expenses associated with gas cost vari.ations from 
the test year. 

Staff and TORN oppose SoCal's recovery. During the 
proceeding the parties agreed that the issue was related to issues 

pending before the Commission in orr 24. The administrative law Judge 
tentatively deferred consideration. of the issue,. pending a final 
deCision in OII.~ 2'4 .. 

\ 
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• 
~;.. "'·'~O~ 

,." " r __ " ... ,. ' .• ,.,. .: -.~::: "te. V ........ ''\,.'"O!:''0'': p::~':;--~-):JP!)~ " ...... • _,...J \... • "':,~',:f;) .:..:,,;,.: ... "1.'_."""_ ........ ,, ,,~., __ "' .... ~~ .. 

"~"T" __ ' ... H~~~!e~~:::,~~)~e ~e~0:e~a;~~~h~~~~e00II~24;:.decision:) 
will "'disPo.se '~of this ,issue, and :.:rurther_de~ay;jDlay;)be ~isadvantageous • 

• ' .- .... , ","'c!~ ".", .... - ", ,- ,PJ ,'.-\ ... "v .. ~~ ...I ... ~ .................. ...J _. _ ,--< _ 

We firid.<this.'~ i,~sue" s~,~t~~:l~~,,~~~ ~t~dy;:~~;~::~h~.:S:8.D,lej:w.a.}';I·thst a SAl¥! 
Committee was: :use!ul. -'to. ;devel;o?'Ncon5:!;s'tentOpracea:~~'~, since this 

.'. , -~ ", -" ' .... - ,.'."7_" •. ,::.... .... r-:: ,"'\, .... ~f':" .. ~~;:~ .. ~o. x,', .... 
issue a pparent~t ~:5~. -=,s:~~~,~~~~~ ~~~~~fc;at;A.cf:::~~:J ~her.e!.-ore, we dire ct 
SoCa1 to fo~ :a.:,s:imilar.::(:omm:i"ttee -;in'clu:cr.ing:::ga:s~~t:J:1?i::.eies, star!', 

. "\"' .. ",~.": ... ·f"I""""1 -,-,- "'~-r' .:)'...~c .()'"':.:.s.X'...::t 
and interested' p'arti'is cfo,r"tbe- :pur'po·se·,-or.;:p'ro.vid.~ng.::the Commission 

,... ...... ~ • ..,.. *~ I ~. ) - ,'.. .... _ _ .•. "' .... ..., ~ __ . _ ....... , .- __ ,.. .. 

with 8 teclulieal~;~;a\,;a::tio~n:-,,:a:nd:r'ecommenda:t.~n-::a:s :'soo-n as possible • ., ~ . .. " .'Ar'~\ ......... c- ... ()~ 
,I"~. '": ,_,' - Z .. :;"'~~:: "": .~~ .~: 0 :.-"~:-: 0:' ~ =-~~:) .~ _ ,~-:,",,: C) O~~( ~'~.J.~.''.':''; 1* t.~)"~, ~ _ ; ;... ~: 

;. - :. -:. -J .. ":' Carryi'ng; 'Co:st:SJ on: ~Gs:~cin':CSt¢rlfge= ~ ~~ 
~ .. "~'r'/~ ".",", c'" r' - ... ~, ..... ' I" ! t· ..... ... '(' ..... _1..\,,, ~'~,j\ '.' •• \,t"' ... ) ... 

:/;·D~'92?9·~,:da::t~·d~D~~~~be;~~5-':·:~"l~sO~,;).th:Zs::·:qoze:issior. aut.horized 
c .... , "-"r.''"~- ""_ ':':;:. ':--;j.,:" ':.>\::' ~() ;~~O-='::::>:;="~O 

e1 e ctri c ?ti~:i·t.~~c~ ~tr ,T.:;,~~~v:f..:~ce!C~:~·i~<-~!!y~g) .. ~,st~s::~a$so cia ted ,,'1 th 
cha:.ges in' the ·~O;S~.:: o:f:: f..l;,~l.:: .. ~il-: iro±nven.'tory~:: SSo:Ca-l~Yeites t.he 

...~~~~,~;~r~~s.:. _r~~ings:>:in<·~M:s::,·re-gar.d 'andv~go.e$5;ihait~·t~llese f-i~aings., 
. . ~'..,...,~.,,- ..., .. ·,· ... ,)f"X'" ';:.o·v-o·Jo:,)·~-:::: ;-;::0:> .• - '._,..,- .......... , .. <.,...\,1""*<.."" .... '.) , .......... ,,"". ;:;,f~~~~:"~v.,::,,~ .. ·.J ""_'...-L.I. '"'1 ....... _ .... ' . '-,: -: ~: ' .: ' .• <:' ..:.. 'J •• '.... ". >.'.. ..' ,,,' ..... - -- ' ......... ,' " • -.II -. ... " I' 

." .. ~, ~ '" ~ 
, •• J •. ~', .. _ 
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Staff oppos~sASoCal~s~request~on procedu~al~and policy 
.-.~: ~ :;'.~.'_"::'''';..):'; ,' .... ";~ .... _" •• '.",.;. .... , •• ,~ ........ _'_ ....... ~ .. ~,~ ..... -' __ .~4' J. 

grounds. Staf£: c.a::gue.s, .. that .. SoCal ",1.$ ....aga1n ..... inse:c:t;i:n9:.cextl:aneOu$lanatters . .... ,',~ .,~ ::.., ;~.; c ::; :::,'; ~ . _" ,." ~~ .... ',... _ ".~ ...... ., . ; " ....... .) _. ~,,' _1,_ .... _~ "'-' _ ~ .. ..... " ... c.. ,,' '"._ ._ .. t 

into of£:set proceedings ~that ... are . .J:lot .. ·intended: ~~by; .. t:he r.Comm:i::s.s:i"'O~r:to 
~:I~:~::.--::-'"') ... ~~.,_+I .};._ .. ~\;; ~~ ........ ..,J •• ...) .. )1., ~""" .... ".r#,.J",,_ , ... ~ .. , .... +_ .~,.; __ ~ .. "'~,,* --......, . 

consider such matters. Staff states that the pro,po.s.ed::pro~Ul::e'::r 

It should not be adopted _for. natural g'.as ... :simply; beca~se.r:1.t was adopted 
. .~ - - ..., .... 1-)' I'· ~ 1..,.,' ,,1._ ...... ~ _... . _ .. _"',' "". ,,. ... • 

for -f~ei"~~if .. ~t~ ·:Si~-f.i ~di.;~in~Sh;s.~atux:al..CJ~~t)::<:)m)[fuel~::.O'i'tl:l0Dr~the 
-',',~\.\~:"-<, ... :; ... f' •... ,::' :.:" .. ,_.~ ....... : ......... _u)~ ...... , .... 1 ___ ..... _....J ............. , .... A _ • :.I. 

ground.s ~tha:t "na:tural,~q.as, prices .. are. more.-re9'·ul.a:te.d~ t:b~n ~a:re:~f:l"'G 
.'- ;~ .•.• ~~~ ..... ,.'.:..\~': """;_ • ~.,-'_ ... ~, ~" .......... _ ..... " ....... 1 """.,,,,,1"';' .1"09',,..., ~ , ..... , ... \... ."......... •. 

pri~~~, ':. ,an§. ;th.at~.:~x:narket .pr.:L~,es .. y.,~o:r;:,.~.?i.l:, haxe,: b:e~n ;mor.e-:.YO:l:atile-::than 
• 1 •• ~ ).:' _.' _'......... 0" l", ..... r .... __ '., ':' ~.J .• ... _.~ ..... ' _ .~ ... 

those for natural~.9'as •. :~_ ..r_Staf:L fUJ:.ther'Acontends.;.:,tha:t;;: the,cst:ored.-::~Q:as 
""'~'.:~:~ '~':;.::, ,";';,'':' _ .. ~:,._..J'~ J ' .. 't .. ,~1~4_ ,,,, •.. _- ___ ....... .1 _ _ .1.. __ <, ... ""-,,.. • 

~.~-: ~cc~~~ .. t:~?~ f~~::- I>; i.~.} ;~~c~~:.a:~ ~~;"y.<.~~t~_O ·_~n.~~mi"z~" ;:f:l~.ct.u·a:t:ioll§: .in;; ~the 
market value of natl.lral ga,s;,":"_.sinca .. 7S%:. of.. t,he,: qaS::1.i.S);h~ld:~:b~:PL.s-~ 

".':':::'''~ :·::·'·;:' .. :::"·~'I"'.:.;:: .... ,_",-.' ... , .. ", .. 1 0 '1. .. ~~ ....... __ ..J.~ __ y_ ................. __ J..,... _ . 

which accounts for the gas on a last in-fi~st.::~u:t-!'.:(L:I:F.O:).::Jbas.i.s .. :)'While 
SoCal uses th,e fir,st .. in-f.irst.., ou.t .. cr:D'~,) . 'baS;is .j:;~) :' '.:..~ e:-'i: ..... : ::;,~~-::~ ..... ::(, _-''''.' ......... ~ ... _ ............. _ .--1..... . .................. ".,_I .. ~ '~'''' _ • -.." . .,.,~ ...... , 

. .. 'TURN. also-.. oppose,s, .. So.Cal/ s requeS:t,,;: '··~%lr:par~,f,o:r~.t:be reasons . :'i:" r"'T'-' .J; ·' .. f'~'J::f_ .. 0-(,.'. 1 ... I'~.".~"'~' __ ' .. c>n) __ : __ · , ...... ~ .'_<_ .... ',_~ ....... , 

stated by~t the_ staff .. wi:tn~ss .. e • ,TURN.: arQ',ues.-that>.~'thej.eomple.x1 tie&' 
::.;:, ~~":."'./'.r .. ,·.t.~":i::),~ 1._ ...... ~ .. ' •. _,_' .... _'~ ......... ' .... ' .,. .... ,....... --. _ ....... 1_ ,_ ! ... _.... .. , 

brought about by. the LIFO" a.ccount1ng' system: .. , ..... makec tJ:l~ :implcica:t~5>ns ' ..... ~ _ ,~'t.~ :::",.1 ~ :.~ .. ..1, •• ~, ',.' - •• ,~ ....... t..--l,', ,'. hl"<;;' ...... ......... ..... ._. ... J_ + •• _'" .. "'-

of this proposal. most .. uncer:tain ... :~ " .. ~ TURN warns.:j~a:toaj'd~c'ision:::o"".G 
-', " "".-;." ~,;)~.' ... ' .:I,_ .... ~ ' ...... ,. ".1~ ... ll .. u'_ ...... ' .. ,,,!"' ... \+ ..... ,4~"" '.< "., ~ 'r ., 

favorable to SoCal woulc3. be eonsidered preceden:tial::.by=o~he%'Ggas.0"::: 

~~~~~=3e~::~n~ ._.:~~~e~~~.'.,,:~~~:~~. g~n~;';~G ;1!v~~:ti9ation.::wou1:c3. be more 
appropriate .. '._:.. c • ..;., ,-'\, ... ,.... .... ;, ~_, ... :. -"'--","="H ;:!c:-' -:c3: (~S~ :!:o ':2,0? ",:~~ .'.--<~'" ~!.::, ..... :.,_.~ ...... _::: .~'';'' ......... ",,, \ .. ':.:' .. '_ .. J .... , .. . ,~ ........ _ < •• ,J .... v,~ _.. '.-

SoCal. _arques _.tbat <, the ~caJ:ry.in9' .. costs onzl.latur,al :::Q'aszin:o 
'"I-"'i~- """'," '",~ ",~ ',,,,_ , ... ,,;_. __ 1.) __ .. ",,_ ~ .. ..J ......... +....o",_<~ ..... , 

storage -' inC;e~s;, wi.tb .,each-a:nd,...every. ... supplier :Jincrea:s~~,in:::,tbe:Jcost of 
.... ,:;:. ;-, .:; .. , -::: _ ~ ,-; -' ~ __ ,..,,) ~ ;:;, .j... ',-'.:;.. - . .,' ..... .. '.~',~ ~~ ... ' .r ...,. ... ' .... '" _ ... ..J t. ' , 

g~~ ~~.::.~~=~~0r:~:.:~~,~9.~~t ~ ~s~e.1S;0~,~~"!~.ontx:o~.~0..,thUS.A.:,sCAM· 
, .. er~~~~t~~~~c:~: :~,:s:tc:~~'~~'~ ~s::c;~~si.~t;r~~.i:a.PJ?;O~~i~~~.;:c:~Cal =eo1'l.t~ds 

• :'0-:0:-2 =o~ \ f:>tij~~ud ~", 

-.:. .... - -12-
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- .,. ~ '""). _ "r-"",,"",," f"Cl ...... '· 'V'~ f"("'''~o(II) O ..... r1'.lt 

that:~the'-::three.:reasonsC:C:ited 6YStbe""'staff ~tri:ess ':tn OPpos'ition;JJand 
..... ,~ • ~..,jo. 'I .... " .... , .. ....; .... r' •.••• ~ .. ~~ .,'\-r) '\.. ... ,- ~"tr1:~ " .. {v:r;~,~~~o~ 

. adopted:':' by:) TORN) ~did-not"Withstand"c:ross'-examj;natfon and, were . ' 
,," r .l.,.... ·-.fl .... ..,~r.- ,,,,"'r:).C~ ~,.. .... ..r .. -~:> ...... 

,,'withdrawn:':by=the witnes.s~')::>SoCalr·as'sert.s:-'that·:'the'"' preceaent .. has·· ... 
_ _ w ~ ' .. '-,_,' ........... ,j • .t ..... ~" ... ... ·.1 ........... 8-:'"" i:.~'r~O':: '-! .. 0~::5m ::;. ::..:. 

already-.'been;;set~:;bY'~D~'92496"""and -that~ approvaI of its, proposal would be 
.. 2."J'!.j",;,":',,:=:: 

the only ruling that would be consistent with that decision. 
':-: ~ :o~ :::,;-:We~f:rn:d')that soca11)s::PropO~~!,oihduiClqbg id6'~~eda "It has 

.• ' • ..., '. ~ ,. -, -. ~I -" ... ,.r... .', ,"\ r f·_ ..... ' ,'. ::.. ';~ <:."i?... • ~::, ~ ~:':O'":·-:".· 
',";' :':; "made::;a ;-substa.nt::i:,aX'·)sliowfriq :)i'n ... thj:5~proc:e'edin'q-su'f'f:rcient to' suppOrt 

:the:cball9"e:":Ln;:ratema~ri<i-:treatmerl'e~~depend:er;t:ry'i;;f":f-hg0Jr~~ig.t 
". d ''I.".'~ .,. .... :'_1, "..-: ........ -+ .... J:~::I:~ .. ?-:~~ .. ~.;IoJ~J':"': :-:--=.t!:~~ ~~o.:.~~c:o~ 

ut':i;..Ioi.tyceci~siOn:.-,:~ ',,'I... ~ ;~'" '"' ..• '" • •.. ,v,;, 

. " ~". . ,,~ .. ~- ... _.., -'''l'''~ ,;"""~:;~·"",,,,,,'~"';'I:-,, .,.,~,; ::c~'"-! 0i.-=..r'jr:-:.:: 'I . 
, . :: _~.:; .. ::: ..... ; ~'T'he<bas~ie r.at'ema)tin~ prObl'em: i'S' -the same for gas and electrJ.c 

_," -. _ r _ .. ,.,.,. ... __ ',.. ........ :. " ~ ....... ,--:- ... -. " ,;.., ~.'? .. c,_ .... ~. tl •• :~:Q ':.):,:";' ":0:: 
-utti i.tj;es. .~, .:adop-t-ion:O' of" --rea-sonabl e' "test' "year ~ est' ima tes of vol urnes 

. .. _ .-,. .. _ ('_" · .. ,r-.'·.-.r,..... ,,),;--, ~I.-.-':J=,"·.r:j· ~I--... ::",r: ~')I?~::-O-:.C) 
and::price tf.or: purpOses'of.'tl'ierate--ba'se: calcuJ:atiOrl.a ,In SoCal's'case 

..,. •..• ",' ........... J.. '·'r ......... ~·..,-~ -I ....... .:'_~ .• r-'I. '; .. -.~~ .... ::~( tl .. 2.'.:)~;"'''':'; 
these' :es.t,ima'tes·are: made every'two' years "in' 'a' 'qene'ral. rate ease 

" . .... . ....... _. L ':\.").,.,.-,., ".,,:'--. ;'-"',-r-.:--"'7",-: --:0:: ~);~f')r:= 
proceed'inq;;;- -: For~ ~th&·-electri:c-\'ut~li. ties' thes'e"'estirriate-s are made . 

..... ':?~"... _" 1\ -c-::-,.. ~o-,..:Jc~'"'"l.r.~ "':J " 

anJ:).ualJ:y.0':!I'he:r:v<>f~t£1:rty-:·Of 'enerW=:Prices 'skews the~ r-is"K- Of -forecasting 
. .. .' .',.... .,~,;- ,. _,. ., I' "_,;r'~ '--'~"""~""*"",:"" "l...-., ~"-'}~.J'::'0"\". ""':·~;:V."':':C,~ 

err'~~~:ll~~el~-s_o,n~btlh!~~ ,t'~~~~~~ ~~'e~:~~·l:~: ;o~~~" .. ~~u~;.±~~;;;~;;; ;::~7;'.: • 
'_ eve .. ~.y.:.;,IJQ. ance--., e-rJ.-sr..J • - •• -" - -' ~ -' -' " ,. _. , 

',...r· ..... 'r·· . .. ~. ~j.~,_. ' ..... lL ... ' •• _"_"_"~ .. \...f~ ~r)::J...! '::'0:)"08 
We reject· ;st'a:f"£' s; contentS.on~that··natur·al gas prices are 

',-::: les's volat:fle:"'t,han:":o'il' p'r"fce:s~ :::: ~d~re;qulit'i'on°I>~6c~~"<3.~,. qas prices 
. _ _, .~r"'~r'"" ,_ .... '1~- __ , .... .,.: '"),.-... j, ...... ,) ;;.,,~= .'I1:lC ~--:.-.t.);;f'=~~ 

Will:: fore-seeablY: ri:se- fastrer-th'ari'" oil"pri'c'e's unt·ll .... some' ~evel o·f . 
.. ' .. ,. r-.,-..L .... , _ .. # ," ~Ir·r.; """I-.r'" ('\';;-\~ "r-"':; ~WI"'ct. ~,.:JOr.!~. :r":¥j"IO":\'": 

equil"ibr'ium 'i;s:" atta::ined ~) .. But even'" 'if- gas"" prices are stable r the LIFO 
accounting: method!':. proviae's an';independe;;t?basi~ °fobr;~h~riQ~ng ~ihe :: c 

~ r' # ... ~o-:1 0-4 r. '",..4 I--o",.r~ ... lei "'t . ~-' t'··~"""')··- ·"'" ... · ... ·:.., .. ;·,f:0..., ",C ;:)_:':0\-/ .:...C..,.I'~ "' ,;! .......... - ........ ral-ema 'ng"- real-men .-. - ., -'"" ~ .. -_ .... -. --
C' • '. ~ ',. ,. I ...... (J 

• ~~.:, .-, '.><::: ; The· .... 'LIFO; method? resul 1:5:"::en ra tep~yers'~p~Y!n(r=-2h~ '::Icurrent 
r~ ~.~ ~. -:rCl')'- t! I';:j 

cost of ga.s for gas wi thdra'Wn from storage; while minimiz.iriQ~tne:··cost 
of~qas.c,:J:Il ~ra'Ce::'base. :: :.'Th:£s Ptreatment'::rec!'tic"e's ~:€h~"!c'a~iiiriq costs 

.. . ' J,... "~ '. ,.: ... ' .. .,. ~") ... ,.,n.,... ...... ~ ,.,;... ~ 'j C .... 0 ....... 
'\, assoei,a:tedj;WJ;"th~:tbe":gas<;i;nC:rate~l:)ase 2:: :1:-t: -'ci'J:'so"'reduC'e'sj ~the r:i:s'K of' 

underrecQverY :of ""-carryinqCci6"sts ;~oli an ::aver'aqe-~e~Ci£~2i i.:~'e~g;: !~ ~a 
- ~ ' ....... -_.., ,-,-.," ..... ':1-;:> ""Of .. ·~~'O~·y:r. 

, : :: :per:i:od :.0'£ crapid'Xy ::in.ereis'ing. "!qas ::':coSts;- beeausej":tb'e n~9'her'" pr':z;eed gas 

is burned, not stored. 

,~ . 
-..,. ....... - -l3-
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(':~\" ,r ~m:J~!.:M. .e 
However, the LIFO method exposes the uti~ty-~o-tne risk 

• ? ,"..-_ ..... __ ' ~ __ -"II - f- "'" II-;-., ...... :--.'.;:: .. .). ... :/'t: .. .c;T 
." tbat, storage ,J;e:vel:s(wil,l~·~·be .. drawn: down~ bel.ow f'orec:asted levels , . 

.- .•.• I _ ~ ~..... __ .. :=--. ,_.--, ,.. r~~, ~-'~ ~= ~ ....... , l:I!":o':)~;-"'. s:-~.:. r:..: 
,and the:tlr,re£i'lled~with much::more expens':(ve ga's... This could occur 

I ""... r: ... .....~ _ ;.:.. '),-{.... ,., ~ ::;.··.,.~c ..,; ~ 
,during,:a-:.cold,:,jyear ,::whether':·6r~'riotr:ga:sopr'.i~esw are- increasing. Because 
,. ,~ " _:. ~"""""'oI""") r\-,.~(\ f ~;",c: 0:- --Y"::.~.:..."::~":"X!)_":' 

5oCal_is, unique.::.with:respect;::to::thxs~·:C!FO"'issue;-a generiC 'proeeedinq 
.... _ .. _.'1 .... , ~"'..!~ .... ;.- t')~rl'~~."";~ oj::"" :,:)~..;~?lr:...: 

,is-,unnecessary~and t,hj;;s;;deel?sion::"tslNnot""precedential. " . 
_">" .. ,-,. .\,..I .. to. ':"~o ~)~~;- ~~);)l"'''~ 

The adopted proeedure may be summari-zed"as follows: A 
....... ~ r" ~ ,.,. ~ " .. ",t ..... c fIo- .... 

,.bas:e·-::r:ate, :~omponent o£":n'atu1:ar ':qi$'-:'in: .'~stor-£ge·';~~l'\ 'l5e Hc1e~ve;o~d ":.~ 
.... f ....... , ,...,.' • ·"'"·",-\r;"'/ ;.r-_. "''rj~,.t\ :':0"""", 0 .... ...,1 .~:) ... 

aDllual:.ly;--.CAM :recovery, will- ~~a-J:l;owed' for'-e'arry':[nq costs attrib:utable 
• . '.01 ,+ ~ _ ........... *' • ,,:=f~ :) C t·v,).=-::'Ct;' =5r.: :~j'-:-)';'6 

to.- c,banges:,,:.l:%l :tbe- :priee -of.-9a-S""used··~in 'the'i:>ase' rate calculat,io,n. 
• f,.·":l r C. ""0-'- ':::..;0:> 

~,-".-:-:)-:.; . .;~.Th±s:.proeedur~"reO.uce:s ct:he)~sk'~i':;ior'e"<5istin9 e-iror_. '-"It 

, ~1';' ,~nhanees;, .. the ,~or'eca'stin9 t-ha~ :'fS-:S:e'qU"i;ed-"be~itJi;:11 ~~t~~~~t 
, ~ ~ __ -~ _~.~ ~C~ W0~~~~kW .~~o~ 

forecas:t: ).nto~the· context':.of.)-gas"'::"'supply'and'''pr1ce 'issues in the CAM 
. ,._ r __ ;.,.-~ '""' ~.w'f' ~.':J~'''('- .-0-3: ;;'""'~):~;r:'·i!i.:>-;:UI~ 

proc~edi'Dg,. in$te'ad'·:of:-:the 'mar"lfi~n.:...rel:ated""is·s:u·es 'that QomJ.nate,. the 
, ....-.. " _, _':'1, !"''-J'''''' , r.~ ... ~('\:> :b:: c,~")~) 'Y:':::..L:' :;.;; 

general rate': case:';';::::: 'l',h~ ea'l'culat(ion sho'C:ld" b'e"m'a:de in conjunction 
~ ~~~ ·-~o? ~~s' ~0CO~~O 

wi th SoCal.~ s:,Apri'l:lstc.-revi:sion:-raate fi'l'i'ng~and 's1l6uld'·be - made from the 
\- '. ~·,·"/t·. ~""."'\w".t"""'·o:/_")j"f~=8~~)=~.J.. 

effective.:date of;:SoCal·~s~last=general"-:rate··in·crea·se: :Ln the same ... 
. , ..... _ ..... :: ... ,..-,.~ ... ,(\ ,.:=" .. :' : ...... ;~ ~ ::--:.:r-:"Ol.~ f),,;.= 0 __ 

manneJ:: as:tbe electric::util:ity'procedure was implemented. _ 
. .... 0 ... ...... '···C ~':)·r·) 

• • ~ ~ ......... ..... ,." _...:,...... '> _ .~\C \! ., ....... ~f",\ ::,.:."':5 \ -: ·~~~c ;'"~0~Ji:'% .. -:::r:2ic.o~"" ? ..... - ... ~ .. .... ..... -
,,',: -:.:..:- .• ~,.J"; ;. VI:"" 'Rea,s.onable,ness o.f E.urchasedGas. Cost'S:-£,::-;;,M ::,,j7.; . 

• ,',\.~,,:,~.' 10",,":,~ ~c, :-:.-;~:~ ... I.:-C'·'\ol~· ,.J~:: .. " ... ~ .. lL ... :' " ... ....- ... ~--,,~ '-"'-.~ • ~.,IIIjI.'''' .~ ...... ,;."r- ,.":--~ 
A Introduetlon .. "~ " __ ~ .~ ,,~, ~"("~" --, ,;;':)':''':'-:'0 .2_ .. :;''' ""--~"C:"" • .....,)C ,.;:. __ . ..-<.- _'-f':"~ ~' .... \, .. \ ...... IO.J ~ __ .J ...-.... ,.. 

.' -~~~ha.sed gas costs are recovered through the:~:-pr6Ced\lre, 
subj eet to Commi.s,sion., rev.iew:. O£ ..• t.he,~rea·so%lab·J:enessr;o:t.;.t,he costs .. 

. , :: ..... ::. "'::) .::.,J~~" .~ :...; ... .o-,J .... ' .... - ..... - ." ....... -~ ... , .. ~ , .... ~.1 .,.... ,. .• k ..... _ 

Based on cross-examination.. .of..-SoCal'·sj'wi tnes~'~'Hohrie::tand ·SoCa-r.creeords,. 
... W ,.. ~ ~ , ,. " "' • '...... • ..... _. ~ , ....... _ ". ..... •• ,.,..~. ... • 0 __ 

'l'O'RN' 'a.i:9u-e-s~ ,th~t~ "S~·Cal-, <'has-, r.i~,u~re.d.. ,:unr.easonabJ.:er-:and ~aes:s:i?:Je:°:::~ 
~ .::, .'": c ..:. .:. ~~ :: _...... . ...... ~ -.. .. .. - .... -.I '"- .•• ~ -0' • ... r" .. 

, p~rch~~~~ ,gas; .. cO;~ts.:.,o; :~~,::; l~~t; ,~$L~, ~l.:&~~.O:O.O:, :and"r :perha:ps'"~s:)<mu~h;;l;as 
, $27 , 5·3{,~O~O~O~."" -"TURN :foc.uses.-ol:b tw~,~epi'sodes,,:,tha.t::.(oeeurred? durintj>r:'~ 

· _'~, ~,,> .t~ .:~ .. : .•. :' -:..;..;, ~ '. " ~>I _1 ~ I. ""'" ............. ~ _ ...... ~' .. -- ~ '" ho "', • 

the record period.,.' _ In, orderz to" i11:us.:t·r:a.t'e ,poin.tsi'. ma'Q:e"l i'n~;tn~-f'611'owin9 
..... ~_' I ~ --...- _ '- ,,-- - j - ' " .... ... .. 

..-2~- -14-



. . 
A.60339 ALJ/km 

• B. !>~t~ ~9~O.~.:: x:: :3':X:OC::X ":! :).,):"::;0r.: ('.r:::..:: '.J('~:: ,-::''.)V0WO~:-:: 
~".~~ ' .. ~ '-- In~ a~erage .Year,....conditio~SOCal!buy.s.::more 'qa:s~tllan~·iij·sells 

~J '",')"/c".: ~~:~j'"~:.~"'.;:;"....)"':..':'--:'" •. (,.; ... -'-' ......... nv_ ~.' ...... ~,- ,.. . I"" 

in'thee second. and third,~alendar quart,er,s,: and·...:sells.=more-;;qas tlian 
.............. " .... , ·'0 ...... "; .~., ~ I·~I' . ..,; _I"'_ •.• I .. , ... '· ... , .. ~· ... ~ ,--

it-buys-in~ th~':f~r~t~,~nd_fo~h=~ar~ers:';="Gas\ stora9eoprov:f:des~-€he 
,., ,.." . ...- ... ;" ...... ,-::,., ....... _ .... "':_ .. -.. -~-, ...... \..' .......... \"" 

flexibility to Oalanc:e.supplies",'and .. sales",-:.)-;ord±nar±lY~9'aslisi3:)o~ 
,-.., .. '<)':""~-I-:'--: -:".:",":-)~,,",:~,"'.,",,:\ ~ .. ~ \ ....... .....; ..... ' .. - _ ... ~ ..... ,,~- •• -...... - .. • 

-.. "injected into .. storage in_tbe~warmer. :-months;:,and w.ithdrawn':ld'U%::iri9~--the 
____ :..~ _ .,.; ~ 7' _ I "';'.,J ~ ,_ _ (..... .... '.,I ~ • .. - • -' -- - . , 

colder time _. of tbe ,yea::_"". ","; v"",,:": ')-::'::';".:'::!O--:C: ~-:'~=C~O~E; !);f7 
~ ...... 1.-., . ......,..., -'.' , .. )',}.",..,.,... .. "' ........... '.. ,. \.,..;. .. ~. . 

. :, ,\~'_'~ ~ .. · ... :,I.n .~b: !.~11.)')~~,:;~~~8~" .:c:<?.~d,i t:i~ns :::were. n~:;unt:i?r::oce.ooe:r 1st" 
when 'the "Los "Angeles, .bas,in was",..st·ruc:k by~ar s.er.j.e:s.':of YStage:':2:::smog, 

•• ",; ...... ':-:: ''', ~_ I. :: :::: ':'::) ..---: ~ ;...:. { :.. _~...J -- ...... ' .... .- - ," • ., .", ....... -.... ..... ..r 

'alerts 'tha:t las'ted 10_ ,day-s,. _AiJ:,.:poll·ut:i;~n .~oU':i"C::\;a~ :'iequ'est'ed! tnat 
~.""-:'':~~_'.:''~.,;':'~~'.-:-, J ...... ~'::: •• :. '~I,.·.:.,,~ .... j .~_ ..... _ .... ..", ... _."..,,;, , • 

SOCa1 provide full gas sery.ice .... to -:it.s:;·el-ectr.iCC):u.t±'lityr~stomers in 
.~ " _.,..., _ ~#.\ ....... _,~..I.,. ,,' ..... , •.. , .......... ::.':,. ,/, .: .• ;, ... 10 .... , • ., "-- _ ... -'#' - ... .. 

- order' 'to mini~z~e:,i'~~l. oil . .burninq~ 7I,n: :or!3.et:.ct"o, ~eet~':thi-s-':<Iema:n:a:.: 
~',' ,.:" ~ .. ';:: :.- ~ . " ; .. '- ~ •. '.J '--'....... -'._ '"' ---. .... ,'" J... ,_.... - - " ... 

. 'SoCal wi tbdrew gas from, ,storag.e, .. and, .resor_ted; ;to, ":be.st-.e·f,£ot'ts:"'Y':'o::: 
""'~\ ,- ..... ~ -. ': "'(-, , .. ,". 't-...· ( .... :. . .:~. '-'"'" ·4 ..... ~ ..... ,,~I .•• 

"purchases ~'rC;~': 'P~c~i:f.i~" Gas~, ~d, El,eC:~t:iC:CompaDT-\::(~PG&E.) • \ ~El~t'r1 ~ 
., ..... .'.'. ~.- .. _ " ~"".-,:';, ' .. -' ~""'""" ..... J ...... ' . '. _ --" ..... -4--.''- .,..... . .... ,c 

u~~l~~·i.~~~~~.'c,C?l'l.:t~n.~=d.;)~t-~:r, ~~~9sl~y.el:s ·subsided:~;.:lso:;on ':~-:::');:'x' 
octo~'r~ 28th soCai' also",began purchases:-ofc:qas:from=:Pacifi(:oG r:::-.c/: • 

. , "":i:ri~e;~~~t~:'N~~h~~st; ·~(NW'). ~ 1;~ord~;, .. ~~~ .. m~intainchigb levels'/of::'s.ervice 
": ','.: '",;:-:'" ~'::, ,." •. "~.,'J .... _,::~. ,.'~.;.,'- -:....-'--. -' .. :' , '.. . 

to the ele~:z:::;~_,,:t,ilit~~~ a.~~::-1;~cr.~s~oz::e..:its~storage to·.:"the desired 
level. DUring '6ct~ber ,. -~oveIn:b~r, _ <:n~ ,e~:z::;'Y )?~,:embeIj. SoCal purchased 

_ < _ ::, - •• , " ,I' r; _ r ~c ... (j '~ r, l • ': I ', ... I ;. ,'.), ~,".. ... -

4, 763 Mdth:cof~:PG&-B:.:.beSt-:e'ffort"s-'·qa-s--ana4;4·69--Mdth of NW gas. These 

supplies were priced at about $-4.31 and $$.16 per d~~;'t1{griri?..r1:" .A 
'>~.s ~~ ;10.:.:'0':1 ~'_~~~;; . . ~~};:~Lir£~":;:~ respec.tiv.e1y ,f ..." -.' "j ~ ~~ ~.~·~,-·.:.':O::·~)": 

.: . ....~: ~.~::/ "~~:,:~~~~~;w~etber~;tni:s~ course"l 6f);coJdU':;? .sis ~ixft:fi~lY 
. .reasonable-. '-; :1''ORN~ ·su9'Qests.· ·that :aiternat£'velY:-sOcai:> sh()'hi:'>d· );;'1.v~)::: : .. :.:;-:. 

, •• , •. - .... ".+ ..... -I........ , ..... ~ ...... .,..,f!. ~.~-""\,-,';j _I: . .-! .... ~~r}:.r~~['::: .. :;;;~:': 

provided,.,f,ul·l :service .. to·.:i~;:p~s.'~cus""tomers· during-- tbe'"duration of 
~ -- ~ .. _ _... .-' fA. .... PL ....... '~~- ":'- ...... ":' *"."""'~ ~!L~'~ ~.,~~{~!~:,,::')~:.rC' 

the ..smog-.alert-: ,wi.thout purebasinQ" 'either~ d1;seret:tonary supply. :rh~n ~ ..... '.... ' .~ ":\ .. ~/...,.-r·~ ., r,il'l ('~':C \.("~ 

when.: air.::, qua1'ity;,proble~) :subS:i'dea:~:; SOCa~r> 'cou-ld llave curtal.lea p-'~. 
, . ,. ~ , ... ' _ ..- -c;w"'" ;·'i~l ·c· ..... ~c ~·~O~0'": ()~ ~7 

_, . service-' and· refi·lled:-:.its 's.tora.-ge-.-· :'l'ORN-'states- that:~ -"" J. 
L~. r • •. -."- - •• ..... .. ' I""'r l _ ..... ,? _ ~.....,~~."-.~,"'" :." ..... 

'" ....... ".. ~: ~ "As: evidenceQ: bY..:.t1he')extrernely.;,(smal10P-5 ..:..: .. __ r:"" ".0_~, ..... _ .. _ ... 

demands beginning abou.t~mid::Noyember.,smost·)-:::~:; ,'::20': ~:::)":..:.Y 
electric uti1ities"havEte:icperienced fuel over-
supply problems and would not have SUffered 
unduly from reduced gas availability.!! . 

. , 
-\ .. _- -15-
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, _ .. , ..... '('- ... :.~ ." ...... """', ..... ~.l.':-..,-.;-t!", ... :-u 
The underlyinqt:question :Cs~~t:he:;cr:i:;ter±a ~tbat "" shouId..,be- applied to 

_~~ -~~~~-G~~~C ~: 0~~~O=~ -~~~ ~o .~v~ ~~. 
judge the reasonableness .,.of ,."discx:etionary. .::.qas.::pu:rch~:ses • 

• 1(_ ...................... _ •• _ ..,) .. --,...,.. ..' . 

, ".TURN~disc:us~es::::two.1a1:ternaii ve':?te~s';'::;th'e::price of alternate 
.'" .. -4- ,......'. ~". w ' ..... \ .":j ("'p~""''' .. ~;:') ..... f # -,~ 1-, '; :~) -"--:~2. . ':'\)1 ~ .. " !::~ " ...... ,.J 

f~el ~ or ~~~ }~~5 ','~~t:~~l; '. ;:.~1¥.e -: ~ ~~epenQ.iJl9: o1l>r:t~ev.adoPt~d standard ~ 
TURN argues thatcsoCaJ;':purch'as'es ::c;f"~uP:to',)$;i=J:~2~:tti11.?on were 

.. , • ..;,....; ;--'",... r) :::' 1"';') "'.~ ':C"~'~;-,;. "":,")= :--:~.,&f 7"!.::;:" ':;Jj' '{, J'~ ... _ :~,,:, :..;) ~ 
unreasonabl'e -and should be disallowed. ". :::,.,;-c;;;s-::;,·::G ¥{.:: ,"::,::,,) 

. _', . ~-prefez:s, the ~?:::~ .. ,ra~e: as;· .. :the:-~standard1 fo~£d:i;scr.et;fonary 
~. • _ ".... ....... ..... • ,_ ~", _ ........ -.,c ........ ~' ... __ ... 

gas, pu.t:.chases.. "Duri.nCJ..~this ~p~r:i,od ~_t:he :app-li:cable rate:Lw.a.$~..$J:.'.::SO~8: 
.' .... _. .! ..... -' -- ~ ......... } ... ".,; , ......... , ..... ~ ......... - - ~., -- '.... )" . 

per de~athezm._. ~Based .on, "the, ,.earl,i.e::, ~ta,t,ed: yol."Urnes~ ana:: !pt.i'ce·s-"',.':)~the 
, . ,~. ,~ .. _ , .• .Jo.:,.. : _ '""" •. _ .' • ) ~~ "-' •• 0.-'., ..,. t.J·' .... .. ~, "-. ~ ,. ~ 

rev~nue def,iciency .. associated.. w.ithi:.t:he:se:):,pur.cba:se:s~-wa"Si: ~.:z.l ini'l<:J.ion .. 
• ' ',. 'I. .J .. ' • .' ',/."; ',_.'.. ... - ,~'. ~ '" .... ,.~ •• ~. "-, ~ •• " ,~ .... ,., .. '-- • .-

'. __"',:: ~,:.; _, .~t. ;~:~,;~at~,> f'!l~b .p_r~i~e~s: .ar,e:.rd,eemed;:t:he!: Jr.·eaSonabl:e~ standard ~ 
then TORN suggests that discretionary gas purchase~ ;b~ j!lld-ged:'-::'':J 

a9ai~s:t Edi,son~ S'" low-sulfur. ,.fuel :0.1,1 pr:i:ces:,.;:>;disconnted by 20% to' 
I • .. ,~ (; __ '-,' " .... ~ ... ' ... ; """ - ''''.. ' •. j "'" "", ~ ... ..- ... ., ..... -- - •• - < .' .. 

reflect, displa~~ment" ,c:os:t~ .. ,,,-,,Based-:,9Il>::·:thi·s, compati':Sonc. Tmur~ sta;~s, that 
~ •• :",:.: .:;.;) ~_,~J_ .... .l.."-#' ....... ,..\ •. , ,,- ... ---,.--.,,-- •..• j.- .. ~ ... ,. 
fueloil.,and_NW. gas-;. were .. , "com~:t:,i.~ive,ly pr;'ced II' i%l0:t:he":)fa'll')of 1980 •. 

:,~ __ '.".''''~'''''''''',_' ~~I~ ............. ~ ..... ',. ·1.· ... '-~. ~ " _ 

SoCal states that-itsc,actions wereo;,cons.iste:c..t with::>it'sZ ... ~ ,_ .. ...,.. . , 

".:" •••. to "take ~enough,:PGandE best~e~forts,t.Qas':.to-:·C: :::>',):; :.: ~~~;": 
. serve "'its P':S' customers f needs and fill ,i.ts . ,..~~.~, ~ ... ,.. 
~storage'::f.i"elds::'by;":Novemcer::l i °arid;,,)yet not take"':' .. /,",,' -".- ... -
so .,much, .. best-e.fforts;~,9,aSc:tbat.:-it..:mi:ght::-become :::'·!:~;'.;·~:-":.~Ji::: 

C,' necessary 1£0- "e1lt 'back on'supplies from El "",:.,,_.,~. 
Paso and Transwestern at some later date .. II' ••• -- -~ 1.., 

SoCal.:argues: t,bat,:"this :lIreasori'aol:e--::ana ;p.t?ud~ni,;,-);o'f?ci::iS still subject 
....' " ".J, ...... "'" -.,. •. ..,::a f .-.~ .... ~t~\~: 1"I"t~)~: . .,~~ .. -, ... "·..,..·:'....,~.::""!cr 

to-:factors'beyond~ ,~t'he :-contro-I' of ""the uti'l:'i ty;' sUch" as·.,.,bnorm'a'l i 

weather and .. une'xpected: ,nydroe;rectrfc ;:arid :p,ir"'dhas'"'e'd"! l)owe~=a';gi fabie 
• . .' .: -", . .: ... ~ "--- .. ~--:":. -' .. " ..... - ..... ~,.: ... ~: is,"f.Cr:-c.X<I.) / ~ to-.e-J:ec::tric ·ut:i:J;l t':~e-S:::);'; Sueh~ factors can''''cau'se 'un'pred'ictable cnanges 

- .. ;;.") "'- .. ~.... .''1'''''''''" ...... , f··..,... ~ .... ro)...". ; .. ~ 
:in"': .:SoCal::":S. market:',. '::requ'ir:ing: .:'''U'xlusual:''::-Stei;,;s''L. to' '1:"e'stor'e" 'b~1:ari'ce~~to, 

"\. .... ~""' ...... ,r- -",,-~r~ rvr..."* a';;t:'-
h , .... r.\-{ .... ~ .... "....'" ·-;;..1" ........ :\-:; ..... 0 "!)~i--Jt.. ... .", 4.Ia.o f .... · ::.., ...... \fi .. ..t;;,.1 •• ~ ... ..., ~ ..... '.: t. e: :sys:tem.ei~. ~ .: .:: : ,;.: .: .j~ I~ "-" ~ """ ... } ";.J .... .J '-" - .... ~ •• "'... ... 

... ..,' .... ~ .. ~.".. ..... ;.. '.- Ii,,_~~""~"r~' .. ,,\.,..:- .C . ..;~ 
SoCal c:i tes the severe smog: ieond':t:tions ~n';"Oct'ober'4'l9'S:0' as 

an example of such factors. SoCal states: 

• 
- r -I _-
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• . ' "In order. to _refilL\tbe~,storage fields:Jand{"!Ineet(Jb~:: ()~7 
.-.. ...... • , ....... ,...- + 1 \ I' ~ !..t ,-' i_ ' .... ~ ~ - --

- M.· •. " .. . ,.' its-goal of full storage.in,preparation,....,fo~~ ... -f_ ':'~:J:';:: 
_ ~.the:-:eomi-n9:winter;.:·socal:.:liad·;-to-::pu:rchase·.;.-' - .j ••• 

, as",:availa'ble "gas .froro.,\Northwest.~ipeJ;:i:ne':!7..·,Due 
'" ' .. :to'-'a -further -se'ries 'of . ~e~e.~ted.e:Y:E:nts,.. ,~'~"'O ~ , .. ,,",. 

" .SoCa;l·,;va,'s.:'not able-CtO:~·'f-ilJ: ·.itt·S' storage '-f'i'elds" . - .... ,. 
,to ..a. ,.satisfactory.,level.-and-:r.es·tor:elcsomer:= ~;,):..~}-:c z:;;::-:::­

~ .. ' certain~y "to !tsWiriier: ·_~~l?pIX ~u:t;~o.o}c~n.:til. 0'" ,~,. ;':~(>-::::; early Decemb-er .. u ..t .... '"),.~\'1.l('~..J....~.,._~ ..... ,.J ,~)LJ, ..; ..... _o~~ ...... .,.)"' ... .:.J -'- ,..,.~. 

'" ... ~.; -- r ~ 10. ..... ""'Y ............ 01"':\ ..... "'" ./~~;~ 
"'. ~-.:SoCa1: ;clailns: that~:;::I':Wi tb·;i ts' 100;' ·years -of' exper:i:ence',~I" it does all 

,: ,tha.t: j,t;.CarlJ.:to:. asSure:':-tbat '.::I:-es :s'ys'tern :":"iiS'::Operat;d a·s~~iiidf;ni.ii and 
. ,. ct ~""'""~~,-"""-:"':',,,, "'~I""f 

'."-: .:ec~nomi"'Cany:, as.':poS:s.ibl:e~.::.j:It:·cOiitends-:that -management""ae;cis¥ionsw.l. must 

. '::.: .be~.j uo.qed':: in>·,liqht;:6f:. :tlle') ·c:i:rcumst-ariees'i -koown;' a\f? 'th~? ·;;iin~ '~{ci'~i~ns 
,. _, •. :~ .". ~".. ~_~"."" r,... ':'.L.. 

:.: .. :~ ar_e:: mad-e:-_~::,:SoCal:·:argues:)'that-::its):-pO-1cicies- are'·rea:s·onab1.e under the 
. .o. ',_ .... ,'-.' ... '" .... .;..~.~l .... • '~'\ .... "':lf'"l~~"f ... _ .. Z~J': ~~~= 

eirc:ums.:t:ances..;~ .'.\ ',:.c,:-"A -:-"': :;,-;;: '~'".~, ~ ,.~~ ~-:,::o .: .. :: '~J~~,)"" ~_..J -..I J:Jo .. -.J '--' ....... ' I~' ':'"~ - ~,' ...... 

',~:: ' .. ~ We:' .£ind:~ .tha t· 'SoCal wars '1mpru-aent:''; :iri""'its~~ ~utch~~e:;~~? ~ 
• _ ... ,. ,...... • .......... ,- - ... ,~,~·'.lT'fi .... ~ t'" 't:~,. ,.. Ei ~:)'') I~~:!:,.:>~ 

gas:.:;~' This':' judgment"-1:s ~sed::'on:J·circumstances~··preva·il±nq at the time 
-of the.::purcbases;' we~arenot'/pers'I.Tad'ea" that'" socaitrha~::ci~~~t~a:':its 

, .'" _, ... ,..f- ,., .......... , .. 00II._ ~,·':)r:::;? 
system:--il:l. an·:·ec:onomieal·ly sound~manner~·'··'- ' .. ,. _.w'V·. _ • .". • 

·.r .... ~ .. , (l;~ 
The matter of discretionary purchases of high-priced-qas 

~ ,_ r ,., .. ' _ • • 0r- ~" .. ~~_. t ....... ", •. ...Jo. ...... ....>.- ,.t 

has been before:;·the::Commission prev±ous~r.·.:in-SoCal·and PG&E' 
..... ,. '7 .. ~-._'-'. _~rl·:""'-: :·:-:~:,.r:-:o-;-;.::J";" c..:-":" ~.:wI":;' ,-,>( .. /' ... - ..... 

proceedings. '~ ..... The -burd~n .. of':pro:Ving,othe::,reasonableness ~of such 
purchases ·'i;~o~,;tb~::~tilit~~.a~pifeant:-o=soca:t·:;'ha;:>fa-i:t'~d to· meet that 
burden. ,:' ~>., ~ ~~:: -: ;:~ ~i ~~~~~~ ;'~ s;~~~;:. ;;~.~~;.-: ~~-='( ~~~.r: :~~~~ 

.. _. ,Discretionary" gas ~.purc:hase.s, c~e; "rea·s,ona:b~ matched ~w.l,:th: the 
- ... ,".: ". .... ':. _' - " • ../\.- ... ",. - ........ ""', - ~ •• ' •• ,. .1 

prio:r:i:ty.syst.em ~and the .. user, o~ ::t1!e.,i 9'as;::i<l.enti~ie<i\,,:>'{·:_The.-;t:br.eSbo:ld 
'" __ •. , _ ... r" '_ ... ,,' \ ........ ' • -"...... \ ' ............. _ ... ,--. •. 

. te.s.t. .o.f, _t~ey,.~~as?~~~_eE.,~~~s ::~~.~r::e:v:ai:l.in9~,:r.eta:i-l:. ~ate...;; "'.For.:::; ')';.' 
. ,,, ........... , ......... ~ " ".." . 

• 

e.~?l~,.:: ;:~f.) ..:~~e~r~~s '.:l~ ;,;'O~~, t~..: ~~~: ~.~ se~e<i- .;.1::0: :P.-S) jc::u;s.tomer:s7~ the 
first measUI'.e __ is .:the GN~5 .. .rate,.-;" ,I·f .. the~.:.c~s:t)(O.f ,9aS;~~ l;e:sS:;:::than-:.the 

: :. -::r ~~ .• :'": ~) ... ;";J I,... ........ '-.-' - .,. :",' '"', ...... ... . ...... , " ....... .....,. . .. ' .... -.I ....... ., ,- ... 

rate, then the purchase of 'the gas creates a rebut.table.::pr8-:sumpt:i.on 
tha.t... the. _pl.:T.chaseis..,reascnabl-e-.c- '\~"',I'):; ~:;~:' ,-:;,):;,',t:> '::J:)~o2 

~~ ~:. .,.:.:~.. ...... I'. ... .... _ ...... ' . .... " _ ... '" ." • r ~ h ~ .. 4 ____ or 

". -..... ., ........ _-..4>-..,;-'!.\. ;)-""'r:~" --:'C 'S,iC'~~X~\ t!$ ~ :.:#J:::;::~ ~:..~,_IC~2. • ~'''" .... r_l ... ~, .. .L_ 4.4-'-..,)." - .... 

• 
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I . 

-::. ~ c: ,):.(:.::.~As:,pointeo.::.out·~ bi:~?:soca-l-'~ rtp'"1.l:rcha':"$e·s)'~l~ gas from 
. PG&E;.end NWYa:fter:'the 'smOQ:··~1.·ert:-:subs£ded-; 3faj.~;'~o :m~et?:tbisO .{e·;i? 

• "- • ~,~~-~~ ~~-n~~~9 ~o~ ~ 
These; :purchase~s cou'J:d';· st~i'1.~ ~ce: ''found');'" rea:sonabl'e . "on 'a-"suff'i c.fe'nt ' showing 

""- " ,. ,.--. -'"~ • # .... ....4.;.. ,...;.. r"...,,~.!j,..,.t::""~ t,· rf:J:'::!. 
~So~";: .. t;;..~,,, -"'.r.- <' ..... t·"'-.,~ "I"'~ ""'c ;.) t ..... S:)C;,;:4 .. :~)_'"":l.C ' ... .,., _ ......... ....; ... ~ ~ ... v~ -.. oJ .. 
..,,~_ ~ ........ ,I __ ~,,) .... \~,.~ __ .-.I ..- -..... •• ,. 

, .... ' "'I")v'\\'cr - 'J'.~'''' :. 
:. "::.J ,~,.,~::-;:; SocaJ;': argUe~tnatj;such)!iur'chases~ were· 'rea'soria'I:>~'e because 
of the need to restore storage levels following the unplirih~~£X') 

- ." , .!', ': -...-:..; -, ... ~ ~~ , .. (. "\.:-, -r-- ;..~~ ,':.)~.:" 
,:witbdrawal:in":learly:·October:, ;)'I'h'i'S"argurnent-woul'd be 'sufficient if 

. '-. _"t .~ _- ....... ,.J".- r"'~ ..... r:.~ r;..,7:":f'.:-t::." '\r:,":'i:Jj"'i':OC'~O 
it was supported::::,·by-:'facts·~ ... oHowever~,·the· ev:i.CI:en'ce is "t?, the~ contrary. 

,. ,'. r. -.J.~ ........ , ~_ .• ~. ....,.,. ; .. ~............ ..., f" .. ~ ; __ ,....(": .. ~~ n •• :/)~ .~~: ... r::o:> 
_ ,".:': ,~- SoCal"~s-:da::t~T'toperat:lng"re'cords~ sbow'"'that'SoCal continued 

.. ~ • r- • 0 __ ,- "',. ",';:,.. (""~_ ... __ ,~, .... "1"" \-~~ ."'~~I:)'":.':')::~IIJ"": 

,:toprovide·.substantial~P~Scdeliveries after~the~smog cris.is subsided,. 
while it was refilling storaqe;.;-:osiri.ce'::refiI:ti'ti90stor~qJ-iichr9~gr 

• • ~ _. of' .... ".,... .,~~ t~-".r"""',\r- ~. ~Jf\,::~;.': 
in:::priority that-:'servin9::P;:;'S, '-::'~parti-cuJ:arly""when: one' considers the 

. ,"~ ..... .. ... '",,_ .... _",.~ -"\I,..,... .. ,.,.~"\~ ~,--,..J.:; 7r'):~,CC':O-~ z~~~:.:~ 
potent:ba'lIycdire ..:consequences .... of :-fac'i-ng a'''"''s'evere ··wl.nt:er ., Wl. t1i . ,. 
inadequate gas supplies ;(and»)~-tn~=i~po.rta.ac'e "::>df rii~!nt~ii-i!ri.q::~~·;;:j 

_ , • j "-.'.," ". _ r" _, -,., ':..., .... ,~ roo '''':"....... -+ ". < .. ....~ i) ';' --:'; r. ~ -: Co"'" ~~ c:::~ 
adec;rua.te r,eserve ::margi'll for' ''Unexpected -event's'", n' - (quotl.nQ SOCal"s 

.... ..... ' .. _ __ ._,..:'...,. II , ... ,-~: ..... ~::.. , .. , -. I~ ~ ",~ ,....,...,....: t"')t..: 

brief):: ~the~ , PG&E' =and: '~NW ::voI-urnes"-were ~appa:rentj:y '"purcna'sea to' maintain 
,. h ~ .. "-.+o!"""" -"'''H:)~'Y'''\ 

a:,h:i;gh.:'l.eve1',':of;c-service:":t"a~lit?<p3s C1.i:stom:e"rs'':? ::;:o~ ~),.- ---'. , .. ' .. - ':"; 
,....~ __ ........... I'w~ 

, ' .......... : ..... , .. ..,J 

The rate at which SoCal refilled storage does not indicate 
any sense of::urgency ::On; SCka"l"r:s",:p.~t':..o:: "st~iag~~:teie:i~ ~c;C;~ld have been 

~ ... ,..., ..... ,. "'''--'*'fl''\~ .. r..... !.I", J.J ........... )"" ...... ..J" ... V~N_ .... 

restored much mo~e "£apfdfy'-ff' SoCai~ had r~duced):dehvetiesto P-S-

customers.. ' ... _ .. :.~ ,_-.-::;., ... 1"'<.:; ~'t./~~: ':)"~" ,~.~ i: ~:::l.~J ,!Q:!:-o.~.; 1+ 

. ":·As:,poi:~te~)~u~~.~~~~~~.~'su·ch ~~~~'i).meh\:,6~~5' customers 
, ~..... ', •. , •. - .''1'" ~{-. :;/, ..... , "' ...... ":. 1t:' \;".1 ,~. .....~ •• ..,., ~ .... ..,.....,.... -..; ..... -..,; 

could hardly:, hav:e:,causea!~a~ .hard,~h~p;.for :t·he:ie-leetr..i:outilities.. The 
saturation l~~~l~'of:: 's~rvi"-c~ durinQ-? thf:p:smoq,:-aiert'::o'bi.:r~slY displaced 

.~ . 
-':; ... - -18-
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, Howev:er~ ..... .s:uc.h .purcha:sesl"~eouldi st.i·1l.')~be:.r.e:asonab1e if the ..... :,. -:: -: ';.~';:l? _ ") ,;:. ...... : .• I, .. _' .... 1"01 ...... , ' ............... _. ~.. .. & t.. ~ • 

c~~~, o;_9as .. ,~a,s;~:..om~~.?-tJ..v~.::::;'!'i:t:.h;;~1J:..et;n:a:te ,:f:u:e1:::,pr.1-c::es:;' :cont"ri~ut1n9 
a net 'ec~;'~~i~' ,~nefi t~ ~to. ,the . .service tex:t:1 tory':.~ ;'r~i:d::i;scusse:$:' ,- -. _',1,,:'~' .:..~ .. ~', .. '.:~:} .. ~.: _.:...;: .... ~ ,,'....,J .............. _> ••. , ........ ")-,, ... -...I •• ~ .. -- .. - ..... , .. .. 

such a standard in its brief. SOCa1's brief does not add%~tb1s 

issue: however ... its Witness .... .Hob:c.e..·.discussed-... t::h·i·scma:t::ter under cross-: .. ",::-":"'1:" n'! ;.....:...-< ..... ~'.(-':~'.L,·~_t .. _ ",. ;,'._' .... \ .• ,.,>_ .• ....,- •• ~~ __ ~ ... ,- ... " ...... - ;." . 

e ...... -.;n ... tl.· on .. " .. f - ,....,.(.... ~~ .... o ~ ..... g • • ~ ....,'W ' .• '(-; c , • ...".\. '. "",""",' ,· • ...,·· .... oj,:' 0-::;O;-Z'Y::: 0", .0:,).,:-,. ') •• .., .. :.; ,,".! '; -: :_, ...... ~ :-.• :': (~I ~ ..... .:. --: ~ I ...... I/tf ,.; _ o.4w. V _1, ...... ,.. .... .~ """ __ I." £J - .f .... 

, .... ',', ~e poirrt_,of .. 'this,..., standard ,i.,s..·. ~1:la.:t0 an.:. o:tberwise-..... reaiSOXl'able \...... ~" :-..... '.) .:.. :: .;., .:.... .;. ... ~ ~ , ..' ~ "',) -"-' ."", "'~ ... " \ .. ' ,- ..; ~~ - ',.' ..,. . -.. ... 

~~~;-t~it.y.shou,~~~ n9!-.:~.)~~S~9~".a..c:.c:ou~t::-of;;r~te:td~;:: ::~::..", :::..: 
. ' .. c~n~~~i~a~,i~o;;.,.:;?~;.JP.?1~~:;,9f~s~:t;~i%.lg(}~ow.~:prioritY:;,Qas rates by 

..... .. ~_. - • ,I. __ ~. _'" ' .. __ .... ,,", .. 

reference to al teroate...,.fuel p~ic:es •. a1 1 oW's.;:: for .i:1o%lq~term(:reco9nit:£on 
• ' ,~: _~ ~ • • ,J ...... '.' ..... _'__:.,..1 .d ..... : J .1_. . .... _ _ • ,,'" _ _, ~ _'..... _..... • _. . , 

, of._ s~o~t-t~rm ... economic .clisloga.'~~on~ ::::':;;;j';:O:'::; ::-g:.!:"::':;' ::~"j': ::; 5'",,' .-::" c~:.. ::.::: . .., ,. ' ..... -'0. . ~... . _~ _ ........ '.~ ,: ... , -t, -- - ......... ""'''''''' • .. < 

. . ... ,.,~:s m~thocl-for "applying tb.:i:s:)standarcl':;i·s s,tated-.:a'bov.e .. 
... .';' , .... " '. _,',.,. l • \) .,J .~. \- ~ ... ..,' .".... ' ........ _--' _ ~ .... "... " • _ '. '\. ',. ~ 

TUR.."'J' ~:t:.o~se.s _ t1;a t, _E~i.~o~ • ~,~~r,,:~d ::;low:-::su.l£.u~~fuel; toi·I lc:osts.:Jbe . 
•• ..." •••• -.-I\.~~ ~~,- ... , 

discounted .by~20%. and, .compared. .to . ..tthe ·-~~st;::of:.:qaS'.,. ;~O:tll th±s:r,ba;.s;±:s 
:: .~. :-:" : _ • '" :.' _ L ~ ... , ," ,.. \ • ..' , ..... '. '"'0- J ... ,..,' ' •• " •• _ ... .... ... • - ,_. • ~ 

'I'UR..~ c.o..~e1?de.s" :tllat qas .:~~ :;~~e::I:.("~~~L.:..:W'~.r::e~ ~':~ompe:ti)t-i.'Ve~i"! pr±ced>;;'~ 
.' .• ~; .. ': ~ :.'; ;I:1?§.~~~~~~a~:~~ '~~h.~~~.'::;th~:. ;p.r1~~e:Lo.f)'.al.t~t:n~~er.~~el,;was::.w.eJ.::);' in 

excess of" the cost ~~: :'~(.~a..~~ 0.S~c.i~~al1y) .:he: .:i·nd~i-:ca.t.ed,> lthat: ~at. 

this time,:;:.-:::.):.::: ':,::.~.,,::,:::. »": .:(,:'CG ;:?:. ;:'.,: ::: G ,)~ D::: .:;r!7: 
.,-:;. .J.:,:,. ~·~·~'_.~.'."':ias"w.as ~90)..n9) for, . .l:>etween. .... ~7) an~ .~~i.n!:.th-e; :).-:;:'::::-::: '{::":: 

- <'. ";::,-, -::·:"--midcontinent-"ar'e'a. ":Tpa.t 'ce,rta'ijl1y is ~n~ .... ~,,~~\, ___ ...... __ 
1t -. - ';:.,. ... '''' ' ....... 0,., .. ,. ~r ........ C',;;- ('\-"-.J~ •• ....J-./.·I .... ~_l_~.,..,..., •• _)_ ....... :""a' er%la:""e;,'·pr.J.·ce· •. , ..... , .. :.'- , .. -.- '.'~--.-- ~, .. 

reasonable. 

:.' "" 
-' ... .A.-
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, '-" ' We...are~-no.t' sat,ie1::i:ed-:>tnat:::e:i:ther2.$oCa·l; o'r 'TUR'N;ha's)\-eorrect.ly • ...;.,. -, ".-'~'"';.""(-':. .... ..• '1,- .... ... • .. . .... 

. applied· -the; ~~ t~rna,'t:e .(ue:l,~~tes.t..;:: .:Both:: ps'rtiesoha.vev proceed~d:)ffrom 
-a· iais~.~-premiS:.e::::r:.egard.ing,.:th~ 2appropr±ate~aJ:ternatev!ue.l 'pri;c?C 

,. __ .. .,; .,....... ... ,- - --. -.. -....... ') :'\ 

.re£erence.,.p<):l.nt .... -:;:'::)·:,"':!-::".::c .:;:..:0::> ,-,,:::;·.":'3::~ ')_0 ... ,._Jr._ .. )c: "-I'!.~ .... 

""1'~ - • .- Electric utility contract prices are not a,:use-.fUl=st:andard 

.~,,--::f~r.:,,:tJl.is;, purpose:, :even:c:thou,gA:;we:cf:ind~cth'at'.:th.er:gas was. sold to ~-> 
' . customers:. :- 'Instead,~:we .cons±der.;:spo't~:market)::pr~ces'Ot.ner:mean:tngrul 

ref'ere::.ce· point~. -.. Electric -U'ti'l:'i.t.y -.:price:s:~a're::us&f'utoO:iily:iforC>{.= 

.. eva! ua:tin8, :th~ reasonableness: ·~~t..h'e (el':'e6tri-c)"u:t~1'ij?tY'·fs 2llo:,ice :":£0 

' burn.:oU:::or::ga'5·~ ~'Th~;deri.vsti'on;:c>P'::t,h:~i;si':gui-de-l""in~ ~soai~~sse'd=at 
:gr~aterJlength ino the 'co:r;panio'n:,;dec;i:5"ion):-1ll.:'AJ:1992'~;:2.":' . ':I'::c;;;.sx·;) 

~ • I. -, ""~ .... \ ,,",,"'" ""c: ~, ..... ,.,~ ')~.-:- ,::--:~;r~:; " .. : ",' -:.::"::::-:::,~.'.:'Ihi5:,'analysl·S:!::r.S- 'tr\le':'a,~I':1C'a"!:t:''in:>Ct'he' cont:~'xt of 

. ,: :d~.:~~retionary::9as.:.purC'ba.ses,:a:nd~:-eJ:ee*i2~ti;1S.tY';fu~i;;e~&i;ii~Jgts. 
In: s,ueh,~eases the':'gas"!displa'ces:: oi10 a1-readY c-:C;nt:ri-=ctea'i .?ril1ty "'-i,:ge 

j .. 1'- ,.,..., ..... --o~ electr:i-eutili,ty::-::,.:·'thus~;'C:the:-:ori~ina'l :c'ost:=¢f ~ii~ii1::n~:n. ihecoSt ,of gas 
. ., :_~,~~..t:; ~-:)c ::~:: :::"J~ I.,.; ~ 
15 known. The crucial var1ablc- in evaluating thEf'economics of burning 

"9a s: or: ~o:i;l.r'j;:s ,"the ,'co'st'~of . dfspos:tng')of;~th~ex~~s:;:; i"t~1" oil. The 

excess :oil-:·may:coo,·:s6:1Q':.'·~st'ored; ::·orC:uflo.eri:t·fte~:~~'-: Th~~l~gt~"Zi~·\ttili ty, 
• < .... r" .. '.J ... , "h -. ..... _ ... ,"\ r r....... ""\",,,,''-'' ... \'i~f).~ : .. " .. ·0 'fI,,-,tc: =1":'':-~Oc"C)'..;~:; 
1s.-;~ected'" to:':.Choo7se-C:tbe~J:owest«cost option'consJ:stent with its, 

....... ." ... .... I""J"'" .\.:...... ·_.JJC),.{.-., ....... O ~ -," 
'~;"' "~~ 'obligation:~to-':pr'ovt'-de: :;t'e-J.~a)Sie,::·serv£ce,:,at reasonable' rat·es. ~ ...... ~ 

. ., "" • ',. . .~~ ",~ ..• !"~. ,.-; ,. .""..., .... "., ~,..,,",,'j : '·'.~r:: ;:~::~nC"'~~"'·l= .C':':':;t; 
~,~. -'.:::: ='Lack'i'n-q> ev:.dence- 'to "'the' contrary, the gas utility may 

~ " .... p wi ... ,.; .. ~ .... _ .... \ .",'-' ~ ,- ~''''\ ••••. - l, ...,.,..r~~-.: ,....r.: .. ;"':!::~'~",,,b o::.,;,...o():> .... ~--:=.c: 
reasonabJ:.y· assume=:';tnat"· exce'ss"o:i;'l' 'wou:td" be: soJ.:d -on the spot ~a,rket, 

. ,..... "' ___ 'rt ~'. '!_ .......... ;..~r:" ....... ":)~ 'f·,.;"or"t 1 :-''': ~o..cj'{~.j";:,,!C'~-::::~ 
at,least::,for:-:t1l&"in'iti-a1 'eval"u'atfon 'o/f"-wnetner gas is reasonably,' 
purehased~:',)2:'EVen: i~f:: the::sp-ot:'ma:-;k~~::~~r£~e:cfs:':"le~f\~~g f~e':'~~,;~J~f 

c ,~, " ........... " •• _ ....... _.~ • .-r,....,;.;.-· '''\ ... ~''I,. ~':"'.).":-::d .:.~o .. :~ ~~;:)'":.--::!;Jc '":'..:Jy ..... .:).; 
. ·.:,:ga's:'the-::'pu'rchase-may'be--- rea"sonable"i'f \tne~gas utility can show t'!:lat 

,. .. ,~.",~.r .. ,.... ... '''" ....... r.''',..\· .. ; t·~ ... _,; ....... '~l~ ... ~ ::0 wo!.::o ~!':'ol~~::..c :.:!~(~~ 
the eleetr:1c utJ.;.l.J.'ty- haS"'some' o'ther' 'rower cost means of disposinQ 

r" -'" ",. ~',. ",: •••. __ . f" r -+ ...... :> ..... t"'\~-! ~.~ ..')t'r-.... .'~~"'j;.~, j':,;; ~~)#IO ::0':':: ~~;I~-':O ;,r: .... 
of i ts(':exeess(;oil·.;.o 'I'he~burd'enJ "of"·p'r-ov'in'ci"s.ucn circumstances is Otl 

",. , ~...... ~,.. r ..... '- 11"'\,"" :'''''''0 ~."\ ......... ,,rJ·~ 
t 'b ,- ~ t . 1 "t ........ I ... ",_r"~, ..... ,..,i. ,.; ~:.. _.~::;; .),;: oJ.,~...:r. .:-.,. •. ,) ...... 1 ........... _' ~4,.4.. ... ~ _ •. ,;"~ .. '" .... . e . qas ~'u 1 '1 y':' " '" - - - .. . '"" .' _ 

. - . _t' .' .. "..-',. .. '';'''.-,_..,. ,.,. ...... ~c: '.~'UU)'" ,-,_.-. ..., Urr (\t~t)~= ~::>;"':o.o-=.!)::..::c.=> 
,:;:;',,''::');:;::'; This' analys'!s iS~'ilr,:istr'at'ed 'by--th .... e~-foll:Owin9. examp~e. ' 

,"'- .... ' ...... ~.., J~ ... ~,':."\ .. 'J N ..... ~": -~ .. ~,,."~,,;C' ~.~~ .. ":} ~,';''':'~O' ",f.!>:,=.tj..to~~...r:-:-..:. ~'.J..c.""".:>"-.J. t!oC 
"' Assume. that the··clectrie utilJ.ty'paJ.Q 60 cents per therm for 0'11, the-

gas utility would pay 50 cents per them for gas, and the spot 

• 
-.=~- -20-
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,.' _~._marke:t~~px:ic:e of oil,:::is-:45:cents.--;per~berm:;.::: t£i~h~£qa~; is purchased, 
• - v ~ ~. ~ ~h~- oU .. is-: sol<3...:.for")a,:J;oss::o~'~l5 .cent's. ':pe:r tlierrn:-,::;': !ThU::S::tlle+~'c~st''. of 

-.. b~9- ~e~qasd;s.:,SO::.cents-:pl-U:S,~];S~'Cent:S:~":6~CCent?~::per:: tne~?~' t. 
5 c:ent~ per therm more than the cost of rejectin9'-1:bexqa;,S);~:na:>burninq 
h f 1 '1 . ....... """ "" ... :..;:.. -+ f ~ '.,., ........ ~ r'''': _ tel" ue ... 01. _, :0 ....... ~ .. '"':c ;;:; .. ::;).:.."':.,:, .. ,::.: ... "":: ... ~C.,l ".owi~".V"" ~ ...... 'W." .... ~ 

- .• ~,""""'" ., .. ...., _............. ~ .' "a. . 

• ~,- :.' _ C' The principle ,:,t.hatJr.spo'b'lmarke.t.:pdces .c:on:t:r·C>l~ i;s~~ii~orced 
,,-. ..... ~ ~ _,..; '_" ,,' _ . . J ,_I -

. by _ examinati()n,".of ·.the :opposi-te: 2S±:t:ua.t:i:o~ .. :Y .. I£ ~the;~c'ost or:~as::£i~ less 
......... .. \"" - ,+" .... -' , .... - ..,.- '- ~ ..... -;, ... 

than ",the rSpot . rnarket.~ri-:ee .• *r ".fuel: :oiJ:": "the;. .gas u.~JJiZty? s·hould~": 
..... 1.. " ..... ,. ~ __ .......... J • ' ' .-

purchas:~ 1;h~;9~S; ~v~%?-~ -:i)f; ::ct.he ~e-l:ec.tr :i:.c~~tyJ~con'tract ;price:: is VJ!e s·s 
~ " ........ ~... . 
than ,the cost o£ .qas.~ .~7'his~.:pOint;cis;d:ll1J:s.tra£ed by'::'::th"eOfol~ow:t:ri9 

" ................... oJ __ .- .... _ '0- "' ........ _-- .... .::' " 

example. Ass.u:m~<~a'!: :~Pe-. ~s;po:t) ,:marke.t: :pr1:ce ,of: o1l ::1,.s=.;.60"::cents·j per 

• 

therm~:tpe .. cos:': ... o£, gas is. ... 5,9.:,.ce.n~s:.;per ;therm; .. '(and.utbe:~elec:tric: \;'tilit.y­

contract price ·£o%:. ~,il . is... 4;-,cent.S,;;:per~~therm·.:;Qln£th:i:sGs.~tua't::tori::tne , ... _ ·-,'_~i-:::.~ -:','_ '_ .. '.1._ "I' .... i ..... J •. .,j.,..., -- -." •• -' ~ ,_. 

oil wouid be.sol,d_.for .a,g:ain. of. ,15:-; cen:ts~per:~therm: y1-e:t<UnQ'!.:a: n~t 
.~.:. '.,'"::': -,:...:!~: _,·,'.J .... 1 .. , .... •• ' ....... , .. -" '" .......... ~ ..... ,.,..~. -

cost' for the burning-o,f. gas of~ 3.5 .. c:ents:peI:::..:therm. .. ·.:arsa'ving.s:.:;Of.'.:~) 
~ .J, ,+.,; .~'.'-,,:; ~.~'{\'~-)."':.-.. ,';, -... ,,'~- ,,_. '_.... -.-,.~~-.-..... --~.. ' .. , .... _ ._~ I'''rol~ I'¥.""'" r 'o'J;'" 

1 
0 
.~~nro~_~~~Z~1;l~' ~~~~~~u~~: ~~~ ~ ~~e~;~~~o~'~a:~~~xp:;ehas. 

were rea:s~n~bie_.when measured .. by: .... a1ternative:~f:uel)cpr-±:ces:.±s <not:lX'~1 
~- .... -:;~. ~'. *~. :-., .~ .... '.J • I;, . • •.. ' ' .• ' ,..' ._ .. _ ,J.,. _/ -,~, ...... .. '-, ,"" - ¥ .. ' • ~ ... 

supported by evidence .. " ,The re1e.vanc:e,~of .... mi:dco:o:t:i-n:ent.'" g:a:s::pri"ees::. i 
,~,.,_ ":.::. '!'to' ' •. I,: : .. ,... ...•. ',,,' ' ___ , ~ ... .' ...... \_: ,-' ". . •• J.., - ........ ./'........ .. 

is not shown. The Form 423 "information ~consi:s.:t:s/::g~net:al-l.'}': :o£:,.eJ:ectric 
_ : '> •• ':", 7" ,:_", -: ' .' '.,. . ~ ,. ,..-:. :: "I '< •• '... • "." • .,' •• 1 ..... " ...... '.... .' - •• -~..1 .... ... • ,.. • 

utili ty-reported fuel costs ~and is, ...flawed :as:..:.d.emon's~a:ted by the'· 
;":."'" •• ;~ ... " ....... ,,.' .... ... toJo, •• ';,,, ".~_." •• _.' __ .J""..J..) -.J •• ..., -oJ ..... ~.../,~ .. 

preceding discussion. Rohne' s. statement., .. t.hat· cthe.·F..orm:-, 422:::!j.";'o~~ (','Y'::: 
,.:4 ~ 0'" .~'.':"(.';~ ,:.,'-.:' ."', • .. ,;' ... .,,,j.: ,)''''; , ... i_~V"" .......... - ... ,.~ -. ,., ....... "" -~, .• .,,' -

information is "low for ,Edison'~,.is,,, .. wr:on9'.,. a.t;. -least}.-o;ccas:iona].·ly,:;., 
'. .";" : . ,... !~ '.~ ~,' ,,': .~" "'. : • I' ': -:;: j' • ,,,,,,Ir ' .. ) '" , 'N .... ........ ..' t ...... ~ ... ~ ...... ' ...., '" _ ........... ' _ - .'. r .. , 

because of the waYEdi~.o~ ~s ... f.ac:i~.:tt;es'rcch~r_g.~: i:s.:-. i:n.cl:ude~_0::: 'rbe-::.:c:. 
.._ : . : ...... ~ ,.~ ... , • ,; ,-; :,.: :... :.'- ".: . 'L_ .".... _,-,..J.f..- _ ._':,. ""'""" ..... ~ •. - ",. ... U'.. " , 

fewer barrels of oil burned .. -:the hi <;;.her, .per.·,Bar~el.,~e:.-cbarge:tappears • 
.... 0' ... _.,,:~;..,.,~": __ :, •• :, t,.· ...... ~.:::'_· ~~ ... :~~.' '--':i~) .J.... ... _"-,, .. ~.&\,_-,\.~~~ •• ,,".r .&,.. •• - .-. -

Thus in periOds of low oil burn ,and. stable. oil-,prices .the:;Form. 423· 
.. ' ........ ~ _ I"'~., ... -' '1 ,., ............. ,'.J.\.~ ... ;~/~.~V ,"" .. , .. _f~ ........... , .. " ....... ~ ,..."'. ' . 

ixifo~t:ion )overstate.; ~the". £nc:t:ementalyc~st- ,~f o;~ ;j:o:::: Edison;..=- J: ;0 
• <,' .-... _ _.-o.,..~.".. ,_ ,.,...-, -'I ."........ ._0 r " ....... " \., ~'.. ,.. t"..J ~. ,..,I _ .... ),....... ,.I -

- ,'.: These "principles must' be applie<3. to· the ~~,!=-~al=f.act~. ~-):;'By 
coincidence these purchases occurred,. while bearings were underway . __ ' ... ~ ..... _'O..~ ...• , .... _ ,,,,"..::, . .,:; .I.. .)~~:, 'i'/~. ,.",~:,.': .. ·:u' ......... ~.:.~ ......... _ " ........ , ., ...... , ...... · ... _w .--..r -".-- •. 

iriSOCa1Ysimmediately prior .c~~proc:eedinq ..... A.. 5,9929 ~: .. ';!~at ~~_e:.eding-
.... ,.: .. :~.:: ':.'::: -:-:.:-r.= -:.~)C :.~.:. :'., .. ,;) .'/'-: .......... i ... ''-!, ~" ... -w .- ............ ..J _010; ........ :..I.,J .. ..J . .,., ... 

,.":~.,, .• r •.•• , -',-~):·T ·.··.~r:0~ 02 v.c.C' • .o'::r:ow\·:=~.ll=!; ~!:.~ :: ,".>~ .. ,~ ',):,"~ :~t. b ,,": C \,' . :",,:'i .~ {) -;. ~ ~ ~ -,.. ~ 

• 



• 
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involved a: rate::.r.educ:t-ion\-:that>SOCal~'PrC>pOsed~ -toi'''Spread' to ~ll classes 
". --- '- .'.- ~,'. " ... '~,~.. ~';""'\':"! I~"'",,,.-;>,,, ,"''Y:1 ("!C' .:~~:-;(;O(:~ :'.":L.:..I"~~)';:),,, 

of customers .. ·· 'i-nel ud'ing' 'low; ·'pr.{ori.ty., .customers"... .ey,en)~thou9h the 
•• ~ .1'_" " •. ,:,'~ • ..... .... :"~.,. ...... " ." - ... 

low priority rates l?:.a~_ "no,t. ,been. ,raised. i~ th~-:::immed'i:ate:l~ .pr.iorl':' .' . ,,.. .... __ . :',",- ~ ...... ', •• -..;' .... \ ... ,~.:J..,_, ,.." . .J")"~'_'_"'~.'.o# ,'" '-

~' proceedin.-g ... b "9·.i_9,~~~ ~ ... C'~In ,an)\.,iIl;~~r:..~; d~isi'o.n)(inr:(A~~5,9:.9:2:9:,:-:CO--~S04) ... ' .... , ..., ... ". ..... ~ .... - ........ , 

we rejected SoCal' s.,.propos.aL"fo.t:., the, follOWing re.ason::::-:: 
..... ,.,,,. ~ ~."~::L\""":r:·'-' ··:-:':~C.':'<"':::':~ ~.' ... :" '~_."'''''''' -,,. ,_,'-__ ...... , .... ,.; ... , ......... ~... ,. 

. . uThe priori ty-, 3 ,and ,4" rates.., .,(GN-3.Z·, ... ~6j,Q:.4:2 ~and~-:::,~,,:;<,:. ". _, 
- .' .~ " •. : ::' '4 6)'~were- n:ot~ iicrease'd" 'iri·tb'e- l'a-st ~ SO,C,al,~ '"' ,- \ 

-:" off set,: proc-eeding.~,-: P'·~:919;6:9:~ ')') Since' ... · thfs-':' ': . ' ... ,;,~ ~-.:) :', .:;::; 
.. reduction is in a smaller. axnount,."\we~"f,ind':lthat.:c::.,:.~.:. .. ,":.:::.; 
~ suCli':'rates:'should':not'"be"' reduC"ed,.· absent a". "_ ....... 

. , ,,:compelling showi:og that~alternateOfueI-':pr!i6e:s ::::':"~ -. : .. ',," ~ 
re~ire such a reduction." • :-:::,~:;':«>:)":.::: 

However, SoCal' sposi tion is. relevant ~,to':. this \ proceedxng because it 
., "" HI ..... 'I .. ·" '/" .• ,.},;~_, /ov' ........ \ "'.'_I .... w . ..,I .• _ .............. " . 

rc£feets 'SoCal' s",st~te -:of. mind .. ,~\-.).~'::' .~. : ... O""','·~",;::: .":':: :;~>;;.;;.:,:;':o-;) , .... '" ... ,. ~. ,'~ ..... - ,- ",' .... '. ,,". .,.. ',,J,, ',t ;.jo ,~.;;. ......... ' ...... ,,'\ ..\ .. .- _.... 'oJ ..... ,.. ... 

. ," .. " ..... ' "'At -;a.···t~e'.;h~n, SoCal./I'f':as,.payinq ,,$.4 ... 3.1-per!:..-d.ecathem~toSPG&E 
". - , :... - , ,. .. , . ',- - ~ - - (7 .: • _ . ;':' ... ' ~ • <.1 .......... c... ,.", v ............ "~ .,,' ••• .1.. .. ... _I....., ~ 

and'-S'S.·i6· per "de~at~~,m t.o .. .N:W:,. .~i.t· was,,,,propo:~~, ~o;\;red:u~e.othe~,:-::-:: 
. ,', .. ~ ":, .--: ,,"":.~,:: ,""t"~"''') :-:..: .... _ ...... ; .,;.' • ..I ........ , ...... ,..J ....... ' ,_"-'" J -', -" __ c 

GN-"36, 4&, .and 5 rates .fr,om~$.3 •. 5,O ,;to>_.$3 .• .3.4.';_~l:l- "N~v:embe~~'":3\,)~\9:8:o,;- its 
T,' ~ _. .........,' " ,;~., ",,'\ ........ ~ ". -. +", .-., .. , ..... .,,; -' _ --' .... -' .... ~ • __ -' .A-.. ,.., -. 4 .~ ..... ..Ar • 

~~n~~~ ~~ug~'~s, ~~~s~if~~~:~~ ~::::: :,.:):.(;; ':~;,;i '::~~o2 . ~.!::::::.c' :;:~) .~·);(::l!' ;;;0": 

.~" . ""welf;":based on the .. la:tes:t..in£orma.tion~t.ha:t~:-:o:.l :J:::':, ,:;~~.::;<: 
.',-' .. "~'~we-'1iave':' at?~he'present"t":Lme -from 'Lundberg, as.. ., ... ,_ 
.. ,':.:, : .. shown:: . .j,n;:·tbe:-:Au:g:usti:'1:eport;,;:-~:the ;fue1 ;011' ::'::!'/'y~'o:~: • - .~ ; .. , ... '-' 

prieeon _aga.s~.~quivalent.,.basis. was.aOou,t,; '~G \ :):~'c.~~;-:.c.·.b;:; 
" ~ ... ·~3·~.:7·· cents 'per·therm.- ........ ~.~ ~-.... ... ...... . . ..... ~ ~ ...... .... 

• ~z~ :~~~ :0 ... 2~~ 
... .' . 

r ~ .,* ~ - "" _ ,"" -- . '.,...r ~\ .-;. 1'~),,_~._._ (" -::-- ::c:-. ~~ ~ ,-~ ;~ .~ . .c:) ")t::':;' ~-:;.:.; ()~<.; ":i: . 
.. ' ~ ...' ,," I" don't 'know 'how~" 'how prl.ces are gOl.n9 t~ 9"0. '''. "' ~ ... '. ~ ! 

~~ f • ... 1"- 'I~' _f .... ·"\.~ .. r-.O:T ' •• !'-.~:~:=':~~:) --~·~)C ::0::' ")"'0,,: .,! .... ,.,j, ,,J ••• ,..; ... ....IJJ 

. "All"- of"us' can- 'specul·a:t-e as to what is going 
. ,to:;:happen i1:C,the:-,fue'l:)'oi:J:::'m'arket:'; but:;-mY:~):- .. ::. ':):-:.::- ,';:'0';;''::::):' 

.. primary., cone,ern, .is_ re;t:ai,ninQ,,. the .. lt'Iar,ke:t..::. SO:>C' C' ';' • ). ~ ::':.'0'::" G 

, tb:at'we;~ can'" pro"Ceed- wi tn' cur-' overa.ll.~ b':lsip..e:ss;" ~ " " _ "," ')':";le, 

" .'~; of,:' sat-isfying':;Our':')'C'\l'stomers.:' requ:1rements: "to' w, .... - ~" .• " ~ ~'. 
. ... the. exten:t: possible, ... ".,'. ,',": ~"'<~ '.:-:;;~,.'J',:,'C (~~;:..:~!.:;()C :::;:~').":jJ~:'" 

, •. h'-I'" -~ "'.. ~f'. -.,It;-fwO .... r.I\ ... , .•. , ...... ~ ... -I .• -~ ""4""'"",,, .•. 

. ~. -~,,,~ ~oUid .. s:t~ll~be"'.very.>".rel':l~an~.::~o 1!lal5e.:;muchx:.:: \ \2ZZ':~. ,::,) 
:::: ':" .. ' of-a change-in the,"in-the'rates that we're " . 

propoSing ':here:-:,fo:r:cthose'!types":of ':cus"€Omers~ ':-0'::":9<::' ::::.:..:.:.: 

-f. s- ... 22-
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.. ,. ",_ ... ,...I "w~~ld;(~e~,a:inlY',::f:eeJ; !lllore:ccomfort~l:>r-e;~n; :;;'0·.~ !..ov~-.:. 
'." 'ke~pin9 th.~s_~ .. ~r~c~,S: :a~~ ... ,:fo~lS_~,,:-~.:.l_~r~~~il,z~e\!,;,;o::.';~;,;':l ;0 

~::'see'what,"s' 9'o~-n9' to--happen' .. " , • 

• 
. . _ .. ' __ . '., .. ,"- ., _ _ .. :,r ...... .. "':;- ~~.~,,~ :::):;r,":, .... -/j ';:-:<:::-=.c. ... ",,~c~_ 

'1'hu-s./~ "'if: ·soca:P's"'·sens-e- of' a-lternate 'fue1: 'prlces is' re'asonable, then its 
. . ," "" .... _. ~r j........ o;~ ,? ;-:; G ':').:: ..:: ;';:)~):lO":C '::: .. /\--

purehases: ':f·rom': -bOt1l: 'PG&E~ and ·'NW" vere "impr\ldent': . '" . ~ 
, ......' ...... / .... '._ ':'.\0, I' ,"" ...... ~ ...... ,~·o~c ;",; ' .... :)CI2. s,,:) ::;':!J.,) ~ 4:,-:. ':"~.': 

However::, socal- -relies" cbi'eny' on a' Lundberg survey for 
••• - f"'< , ....... ",-.', _,~".""I'" .. , ~'''I;'''- Z .... ~.;:70,.:·~.c 0r:S,'1t 

its a1 ternate ·ft1el:~: 'price:·in£ormation .. ~~ ':~In:, the ... int.eri~ decision in 
t' ,::--":"";:'.. .: ... .:D ....... . ~.\:-.... .:.. ~'"'....;.. ~ .. _,;....;......,:-r' .... ...;........... ..,.J '-'.a.,I, -..I --" ... \;" 

this case CD. 9319.0) ,;. we) r,ej e~ed~ t·be,: LundbergolsU'rvey.~ information as 
unreliable, .; pre£e~rinq. in£ormati;;"~d~rived.jf.o~i>i~:t.~:~i Oilgram. 

, .......... 1'" '"")""" (''' '-"l.-' :>rr ..... 'J .. - Jo)(' I~':".."'; ........ v~"' ... ,.. ~ .... -.; ....... - -.- ~ .. " 

The Platt I s.-.. ili£?ma~ion;is:::1~h~5b;sis for-..:otir j'udgmentOxn this 
proceeding.- - - -, -. " . ;-;0'::: ::'~:'<.)0-'::: ::. :'1:;:.r.:; ~:'Y:::':::.rP':l-: '0' 

. '" .... _' ..... ,. .. """_ ... ~ -,-,,''''~''''::>'Ol''''' ~11:"t;:)(",:'. ,,~CJ"f'~.,,· .... )WO;-~ 
',:. <~ dI'he'>platt I s':inf6rmat:i:ori;')aaj'ust:ed~by the staff,. is also 

contained in the record in A.S9929;~~S~w~rl~;S:~hr~~p~g~e~di~q~~~ 
.~ "'Briefly:·stated;·~sta·ff ~takes'J:the;)pii'b!:i:';h~d:-N~::{ 6r:-lig~-~:&lfur _f,uel .oi1 

....... '"1''' ",,,,'t"/ r) ...... ,_..".",,-(~<,.,,· ..... t)~ '":,'.,)c c\.,;,..(~( ... ~:-:l...' 
price~:for':t'he-:r.os· AAgele.~~:,area~' and 'makes a'~"'sulfur content adjustment" 

, , .. " _ ..... __ , ... " .;"",:} ,." .. __ :"J.. '-I.",."r- ? ; .... ~f: ,j.)~ \r.. ..... .:,.-/~ .. ; 

- to-:'reco9nize~tne:1ow-su!fur'conten:t '-r'eqU~r'e~~nt"pi~~aril~nq ..,~~ ... ~h~ . 
... . ""\..: ..... )., f-~""'l'l:- ....... o~oC L ... fj.:)" .. ...; ..... 

Los Angeles ba.si;~: ~ S.O.~~_~ • ..,~':sc ~.:~,cF~.:~-:c·~~~~;;~~~a~~'~~)r~~thod it); the. 
past, and. contends:tna:t"·!l.:t.ov.er:s.ta~,e'S ~th~ ,.poce. of"oil.;l,pn the west 

". ," .... _,.-,'_ po.,,_r.' ';'"0-'). ")'~:;.....J ,*, ... • :J,~(.) ....... _ ........ 'w ...... • ,1" _ ..... 

coast. However·,;·.in·th±:s·,£nst,an~-:.th~~adj.u·stment'Lwor}(s{~to SoCal"s 

advantage,. as :(~~:;;al~;es" the~~'co~'~~~>~~~:~~!n~\e ~~~~\ 1i;'1:9:}{er than tbe 

cost of PG&E gas. . . . 
Al though the data are contained in thi.s record.,." the actual 

..... ,.. _,", .......... t't-,""", ,. . .,_.- .' '.:.; .""-'C;:" ...... 0~·~ \ .. !:';~. ',..Vl.. .. " ...... J.~ ...... _ ... -

adjustments' ha~e" riot-been-"cai"cul~ted. Howeve;r ,., .based,. 00 .. the staff 
.-. , .... ,. C"'"", .-, ~ .... ,- """. r"'\::" ;- ',..J ·:"-:"~'...I.!..~~':)'~)""'l,.:'~ ~~:".J_' .-r.... -"- _ ....... ," 

method, the al·ter.na:t~;:#,uel:;.pr.iee;£or,,;$eptember and::oet'ober 198'0 was 
..... ".. _ "- , •• ~... .,..... - 'eo ~;, ~ • ..4 ........ -. '., '. "",~,,\~ • ....,0""" ·"":.:~·I-r:.'·-~ 

about $4. 70. ~:·~a~a~~;~~.~;(af;ih,~~,:.,i~;::::~':?~e·1.;t:.5~9;';/A:-~~~29). Prices 
actually declirie in.-.November and(,December::c(as-::ant.icipated by SoCal' s 
witness DOU9i~s')-~cau~e' of the dimin'i~bingOlo~:~~ifU~:-:~djUstment 
(A.60339, Exnibl:tCjlS'; :rabiej~2)'~ :'-:'Th1;is')thedp{J~b~S~~'::f~O~" PG&E during 

,_', .• ", --.. , .... ~ I-''"J-.(''.~'''' ~\ ~0.4 .. ~..:. ~~.} .... -' ....... _*:,;,,.I •• ~.~"'" ........ --

this -period meet~.ihe:"aiternate;!;e:b::cOSt':P;1l1d~ii'Ue;OqC-:c. - "-'" ., .. ' . '. , ~- , . 

• 
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, . .',!, .;:;.: -:However -; tbe'''purchases0from m:rdoCnat:-::~~;t :~h~?iJ:fgr~:fe 
fuel pr:rce:test."'.and' ha'Ve-=been ;:show::in~~o :othii~:>re~p~ct;:'tg,:~g~;-:..'·,,; 

.. ..,., ("""') - ""'-

been reasonable.: ::'I'herefore ?'~)lc;~~Lpur~ha:se-s~?ar~ J fokia: £'0' have been 
:~:~q~~ ~0~:~~!~~~~~!~ 

tmprudent. An appropriate adjustment to the balancino~account :i5 , 
required. '\ '" ~:, '::' Q ,,~. - ,.t J, '..... "d ~ ~ x :;) a . :: ~ " ... "" v '\ '_" -...; ....... '\ ... ~I,. \.... ... .. ... ~ ...;,. ... " 

.' _TORN. :p:z:opos~ "that. ·th~ <imprud:en.c~ b~:.ca:J:c.uJ;ated':::ba"5ed,:-'o-n the - "'_.... . ... -. ,~,-~ ~' .... ~, ..... ~"""'- --' - '~'-' -- .... 

- d·iff;;~;~~-··~~een the cost of the gas and the:1G~$)...fiate::,j·~O~ thi::S 

__ ~~1_S ~.?e: _~??P~"'~~~~i::w_o~.d ~be;:.d.i,s,al~1'owe~:i:sr;:$<7;;;;4'!.m:i1.'l'":r¢n. This. 
,,~::th~,.: i;5.: .~~p~~, ?'?::t~ :i.~..::.d~.~:s ;no:t::>:~dequate:ly.:.re£J:e"e:t;:>:tlie :con~sequences 
of SoCal"s a .... l.O· n - re' ~-,..; ~r." ..... • ","""'"0''''' , .~' '-.... s....~. ," '~', I~ ..: ........ ""'" ,.~c ~ - f't !,j·""'\....,.c~ :..~,:\": ;:':),J #..i~.... ", ..... J v .... _ ..... ,," ~."" ..-.. -oil'" ~ ...... 
~. ':·.2... ,'_.' .... - ' .. ",_~ ~', .. 'j, .. ~ .... ' _ ..... ' L ........... '\~ l.J'. - -- h ............. v ..... -- -

, _.) _ .. We, ,fincL that... S:oCal:, unr.ea:s:onab-l,},:" p-arc:has.ea. :me gas £."rOm~ ~:? 
'H,,"' .": ...... ~ ..... __ •• ~ H v ... ~ .... _ ... ,...n_...... .. ~ 

October. 28., :to.,December .. 4 .. and-·so.ld:.; s:u;ch"'>,ga:s:,±o- its;,'¥-'sz,C'Il'stomer's:::;wThe 
'." , :. .. ..... '. .. ..... ' .• - .. ,. ... ..,I. ..... ~. ~ '., , . 

effect" ~i' thi~ action was to displace fuelr. oil:-..:'from~'tnebeleCtr1~2: 
.. utility .resource·.x;d~;:-:BYr::early. December the P':"Sr.·seridou·ts were' 

.. '* • ..J"..... " .• -.... ..,.. ,,. - , 

. substantially reduced 'below'jearlier~levels-::asZthe':electr!c::;utJ:l:i;t·:tes 
, ....•. ,.( .. _ ..... "' .. ',... ." .' .. -......... ~:.- .. - .~', . 

resot:ted.,to-.. 'burningoo~l''";l?ecause of excess .. 'voJ;umes::0c:Beq:L'n:n·fng~iri'::J:ate 
. '~,.",.,,,,.,, - "" ~ .. ... ' ,-- .. 

December, .,SoCal. undernominated;.;"El.'"':.Paso~i.and 0Transwe s'tern:::volumes' for 
,"-' ....... ,- - " -',' .... -.~-.,. .. _-,_ .. " ... 

most of the.next-.two,..1!'\onths~'because=of.:·~excess-:;9as. :.;-:s '.:Y9;~!~':'J:::~ ;::o~::: 
.. ," .. ,:.. , . , -' .... ~. ." , ... w,' • - '- ' , 

~1'~e.n.:.t+)'5 't;,~.~::maJ~~ f:ac.tor,::underly,i"'1l~\·;the ex;:ent and 
• .. , .-........... '..... ... .. ,.. -: -., .... -,.-. """ · .. ') .... l'ry\ .... ~ ~,-..",,' ~~:.;~ .... 

durat~on,of :~~:.~~~a.~~~~n~2~.~n ;;~~~'_:.~~~e~~~::~"ve,~lbj':l~~~l:weather that 
is reflectea. "in "the ::~ower.t.han ::a:v:erage; hd:g-h cpr:i:ori"ty,,::eu:s.'tomer sendout 

' ...... 'w#~ ., ___ ._\, _w.I', -

during thi; ,. period ;.?-:' Howeve'if if: tne:N\? i?uie.h.a~;;,s 5ia>ti. rigt occurred 
• '.);).:... _v'-.J ...... ... \,.1 L .... -.Ai......,-."i 

$¢Cal would have been abl~ ::~R:, :.;~~)~~~ i.ar:) .:.~~i~<:~p~:~ r~9?~~R;~d4;i::tAonal 
El Paso and Transwestern volum~s,., '"' T.he~:r:;e,fpt:~~;we _f.i.nd ;;t;hat the actual 

., .... ~ r"-,';' •. <> . ',~ ,~''')- .. ,;.-:...:: 7.0:-:7 ...... ::j~:.... ..,-" ~~ .• ".,'O~ .~ .J.,,'" .;: .... _.1... ,ill '\'<_~'I""""'-' -" ~'V .. 

.. c~~se~;~-~.~. ~~f' ·:=~e_'~('~~f~c~~cs~e-;.~)(~~.: :-.a~ 'S~~U~i~~ f~c~~,~ ~p~~s~?:.-#rom 
, £1· Paso"'ariO' Transwestern.. Based,' on. t.he undernomination. .t:at.ios;; .a$-!' 

..... _ ...... -".:-.~,... ~::>.",-... ~I,-" ...... r,. ,."\", :"[8~ :,',,;~l.I.Ao. ......... , ..... ... }t:'.;... ... ...;;' .... ,~ -_ •• - ...... -

shown. 'in:' th~ a:pperid£x," the' -;;a-tio"'c.;'{ additional pur.chas.es",w.ouJ.d ·h~ve 
• ..1 .......... - .............. __ ........ #_ ..... 

been about 2 therms. from El Paso to. each therm from Transwestern. 
'!'he appropriate ratemaking adjustment is calcuZated by multiplyinQ 

• 
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• the number ,oftherms J~y".tbe difference':)between' thevNWcprice and the 
___ . . .).- -OJ' '" . ...J V ;....J "', • ...,.1 •• - ",~.~ ••• .-'. .. ... 

'';e'i'~~~e~ :,~a~i::~.?i~cc:~,~ :.,~,f c~a~ ~f;o~ ::~l ;:~aSio,~~~d' Transw.este:cn ~~ :, ':):: ~ 
'. $ S.0'2 _ (NW qas ...pri,ce ....adj,usted ':)to ~reflect .~):: CC:!O:':.:..~ ')":':. ::~;~ .... c 

. .,~: ".",'::'-: ~:.: S"';';: transPor1:'at':(on"credit) ,,~, , ' .." "'~.' ':""-Cr':" 

., .. ~ i .0 ..... P"' -·-2, .... 36. ~",:.s':' ;:,c ":)':'~:- c =- ~:~·,,-:0.'"7"' ... :-::.'.:.i: :.G1,C ~):: f;'; ~~o,,:~q ~ :":r.. ,. ~. ~ ~~ ..... oJ. -., ... -" 
-. ~. ~ .... - , 

$2.66 x 4~469 Mdth = $11,888,000 
~ ......... (~ ~, ........ -.,. .... ...,.,.. ~I'~""""" 

., ~e: ,.bal:ancinq: ..:.aceount." shouJ;d;'"be:;ad'j·u'Sted· ~accordi'"nql y; '''':i:ncl udi~g: ipterest • 
.,. ,.t' ... ,...r-.r"'-~·r!. I~·::,~'-'-I)-)."""'::> c_"- Wi-nter- ·19807_J:.9'81A r,-::: j:-:Co ::::;~) ~)!":~ ::0 :;::0:) 'J, •. ': ..... :.H'w_' ... ..) ." - -_ ... 

.. ~ .. ' . _,. . " " ~. -. L.,,_.,. ~' ... ,,./' .. ' ..... ,... .. ~ ...... ,.-.('" r;""'.- :':'~ :"':"(.:'.~ 
, ... , . :::'l:he:.circ.urnstances"''Prevai::J.:i:nq throuqh"theiY.l."nter '0'£ I9S'0-1981 

, . ," ~ ."). ~ r I;""rt": ..... .,.~,...,. 

,,- haye,:~nde:ser:ibed::~n.~"~he~,cforego:tng ;d,i,sCU:SSion:,. ':ai="e'arly· De'cemper 
r ~ .... C ; ... '-,.~. ,.~.: ,--' --:-,~ "=' ,.!,.t."'\ 

storage levels had been restored and purchases of- PG&-.e:-' bes'-c~effo'its 
gas->and NW~.' gas had:,:been:: tei:min:ated'='~:~:: The'>winte-r: ttrrned;)'~ut to' be much 

,warmer.,:tha:o:,averaqe.# cleadinifto.'·und'ern~minati"oris')oi=Suppl~es~<fr~O 
• .. c- ~-~ ~~~~~~ ~l~~ ~o !:)~~~~ El-. Paso·, and ... , ,Transwestern.:.:) :;; :,.? ,:, ,- r.::'~ ..:~ .,./ . ..., ,. ...... - - -' ~ 

~ "-'A' ::~~shownZin tbe apPendix:{d'Ur1nqEmucli'::;o~theOtirne"{th~tj"SoCal 
_ ... , _'". _" ' ........ _ . ~"'." _ ~ ~ r .. ("", .• ~ - ,.' ..... ~.=o r. :'.: ~ 

was :undernominating:;E1~:,Paso';and-:Transwe'stern supplies ;'-SoCa!"'was also 

~"it~dr,awin9:~substantial':volumes ~ o~ .... g~s~~~~~m~~:~~~?e:~:~~RN:~~~~,~~d • 
. : of Socal :::,why-:SoCal:':wouId ::simultaneouslyt:-und'-ernomi"na te "" arid .~ t"hdi aw 

from storage and .el±.cited :·:the ~fol:'J:ow:i?ng;~response'; from :'.go'hrie '£0 ,:.":~Oi'": 
..' ,..., "'"... " ../.1. " .... -J._ ~, ..... -',"""'" "\ 

,- '; .":.'~,.;;-:., .: -, :We:-do -have':':certa'i'll fi-nan-c:i:al: comm:±tm'en'ts 
',_ , :th~~t, ;N'e, "h~Y'e,9o:t t~ )~e.~. :"i~E:::,f..i,nanc.e,~~bis.~sto~aqe..::"::;:.:,:;) 

, .. 'inventOry 'with sbort-term. debt and w,e have an ~ .,," ~" '" ". 
,::ob-l:iqa't±on. -::to :-payoff :t11at t'dec't:::~Y"~d ·J:b:i" orde?~ -:".';" ",'-' - ".J. 

to' me,~t . that~~obli9ation.. we ha.ve:,,·got: to; ~r..a.w:.~ ,:;1.::.:" ;:"I;:"c:;.:::"~ 
. " ',', ,,: ',: ': :dc)wn,; "on :storage ~-,.. " .' - .. - "~ - " " , ~ 

,. , " ~ ~r~ow i~~Ge , .. , " . .-... .. _ ~, .. __ \,.... ~ ,- """ ' ~ ... /~. ~f"O' I :~ :...~, :""-.1:) ~~:.o r:>= ~~:l _ (,'::::. :':'0'.)':; (,')'" D· .. 

. TiJ'RN·'C.o~_~de~,s":_:h,~S' ·~~~~~~~Il:~,}"pad.~~~~S:~ .. :':-:'_\=;:~'Jw~::::,::,-:? o£:s O;:~!,:;c, .:::: 

:. ::'~ .-.~'" "TURN ·complains·"tliat' SoCal~ undernomina~e9..:~~ Pas'():'rand ", . .., ... 
,. ~_ ..... _':.. ... , ..... -.P'.:' ... ,.\ ..... ;H ...... (,.-/'. -.':'"'\';"'"£~~~---::l:: " .... "J.. '--' .......... <..1 ,_ .. __ ."';.:.J_:.."".J\... ....... ,o-' 

-: 'TransweStern'sUPPJ:ies')"dur'in<i t'bi's'"' period in order to· dra.;wdo~.~torage, 
_ ' .. ' •.•• _ -¥, ....... -,,c' _ .•• , .. ~.-.,..._ ••• ,I~-I~;': ,-,~' 4- ;we ~~)2C~8 .. ~"'!-:.St:r~-:')·'i::::i:.-:'~' ... ..;::;~ \./ .... ,,~ ... _ ...... 

but tbatstorage "waS"'lat-er ref'i1led.. using much ,hi9'her'p,r.ic~d ,9a.s ..... 
. ~ :. ... ,.,.",.~ .... ,. ~ ." •• l __ ,., ..... ,. "'~-r-, ~"i""2::>1:,)1.;~ ::0 o~:.:J"[).': ~)f.~ ,X;:~':::::'~=!:C:L. .. _4",-, 1,. ......... "'~~.lo. 

''l'ORN 'stat'es' tbat":--·c ~ ..... " ... - ~ - ,.. ... " ' ,..,. . 
- ',',":._, ....... _ ~ ',"~'):i: ,-:~~'.) C~l ot:;.q .:z :'~o--:.= ~~~)~~ :'10 ..,I ~occ " .. _tOG 

.~~~~,);. .. :,~':.t·,..,~,·:;::~-::~·~ ...... ~ ~ 

!:"""It'.J..- ""''-' r,- .. ~ .~: • .... 'ir\i-.:.::~.:.;;.~c O~.:;-r.cf~'!~.15~ ~:7.Gj:::qo':<;~.c; ::>r{': -- r: ~ "'.::' c:~ .:: :: .:. :.. ... ~;: -.:': ~ , .. .., ,...J __ .... .i ..J ..... ~h.J '"_........ ........ ',' ~.. ' 

. (' -".jI':'- -25-
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'If .... '..-M .. "" .. ~,;.. ~- .~C;. rC-O':l "::,G~O~ 

',- :::: '~TM~~~ctig~:;)~~;Of~ke~'"~th' ·fui.i':';~~ledge rth."t f '~"'_ :"-r 
... • -..... ,-... • ., f I~ . • • "'--" ~ • .,J _ _ .. ..... _ _ ... ~ .~.J 

. ':: :hiqh~cost' PG&E'~best"efforts qas:-wc)uId most likely ~i . ..., 

.. ~",beJ:.equi.r.ed;..~he:"~ol,l.owin9'2summer..:to::ref!:r12.tbe':":) _~;;.~o2. 
" .'.' 'empty storage space." ._ _.. _ _ ... _ ,r ,.' r~_ '" .;. 

. '- '. ~~ ....... '-~"'').'>J- ,-t~""(":f~~ ,:>~,"¥.),,:-:':):!,.;.:.o O',.! ;~.I ... 0 __ !".~.l.;.""',_O .I~ .... _'_ 

'"nmN 'c:~:ieu£~t:e's :;'the e~'st-of ~s;;c~i ts . st'~ateqy .. ~based.,.Oll:, the,-dif;ference 
... , '~-". ,'" ~, .... :",,- .... -; .. "j :I-.;':~--:"J,::: ",;:"':::- ('):; ::(),.: .. :~':'J-,'::, .. :..".. ,_...,; ...... .J ...... , •. ~. __ ,. • .... ~. ; ... ~, '" ~ 

between 'the' cost of the lower priced suppli,es,~and, the .hiq.ber, pr~:eed 
" .~ ,.... - .......,. .. " , • ~~ -.., - -. ::; - • )- - ".,. ~ I .. "':.. A :~~I.,J .0 (.,;; . ./ .... 011. ...., ~ .... __ .." _ """ .... __ II ........ ....J ~, .... • 

PG&E"-gas':- Based" on'~cei'tafn -~s ... s-'~lt~Pt,i~xls. ,s.et.~<?rtb~;~[,.;~~ ~~i~.f:I')-.TTJRN 
- ~~ -, ., ....... ,' .... ~. , ... i __ ....... ,'\~(""- ·.t· .... !)',;y .... !,.tl ....... ,.I_.A.,..."""'_., .. ....,.oJ....o; .. 1'.' " 

claims' "tbat $16'.,( 'mirl1on ~in ad.dit .. io~a.1 ,,~,o,s:t:s.,:were ,.irnpo~d ::9n r:,-:;;j . 
'. , ...... .... t· ..... -: --.; ... / .... ~, ...... ":L;'.::t:/-N" -::)'-.::':'",:':';;.: ~~:':~" .:~~,L';"""""_' ..... <._~ .. .,..J v ......... "" .. ""J~ _ .... ...J __ ~ ". 

ratepa!,e·~~·.",~, ... "_o:' '.x":: :0 :":(':':,.,:"0:"./ :::,;: ,~::f, ::~0::')::t..t j:.::.ti(JC' cd:: 0:: 
" ~ 'TORN warns that these. :R;!';'~~ftc~5e:~-:;:")~)-:::.::) ~: :":'0';;::': ':o~:~.)-: 

It ••• pre~en~ a t~~b,oo.~. ,c~S,~",o.fv .:the\,p~.ryerf=~e.)C';:~ 
, :"' ',::- incent~ves": -erea:t'ed~ by-"bal'anc-inq 'a'ccount 

"ratema'king ... ~.,since.::, the:,u:ti-l'it:YJ;recover'S:::~)'(l:;":;:''::';-::-''': ,>~::: c: 
," purc:base~ga~s' cos~sr.do;tl,ar-.f,~r-dollar .. throu:Q'~ 0::' ::-::;:;;:'.'-;: 

,the,,' CAM: aCcOunt:~';: cost lru:nimi'zat'i'on" 'is-not a .' 
parti.cularly ,pressing~;item: on.:: the corpOrat:e :::.:: ~)':' ... ;,,':~::'::~ 

. ag-enda:: - "''hen it comes, to financin9", ,co sts-. 'c... , _,~ ~ '_('~ .... " 
ult'imately· born~by:'the~):sha'rehoid:er';.' however:~"-""'" ", ... 

'. , ...... -:,..., ... 

. the ,company.:unques:t:ioc.ingly acts,;:.to::min'imize!.:'': ":';'{::""'~'').':' 
, the -~xpense, _ ::eqa:;:~le~s. ()f~,.the r i~p~~:;' ;,;-:c c/;:: ::..: ::;',:0;) .::.:: 

", W« "'- <", '." - .• ,....... .' r- ....... :..: ~ ....... ~ ..... _ ........... .1_ •• : .. } ~. ,~.,I ~,..... .,..j,.. f'-- ._"' .... -:.,.J ~ ,... ;.;. 

~N' ~~~~~~ ~~~; ~~~;., ~~;~) e~;;~~~ ye~=(".:h~~t~~':i;t:£le,,:J5~sk. a~ ~ocia ted with 
a warm'winter from shareholde;:~ ~~~ ratepayer,s.,o:-- ::';:,r.::':J:;. ::0 "~:.?~:..--::: 

-, ........ - '" ..... ' ...... , ...... ""'~ .... ( - ",)~ --=- ',:,;~--:\.:;,.';" ~J ... .., ..... t Iv <,. \, L.-' _ ~ .. ~l K"'....... • ," 

' ......... ~. . ... ·'I'OR..~-arcjUes that t.his Commission ,cannot .. allow. SoCaJ:.\So"::> 
--" .... ; ... ",..., ,' ...... ~~_<.:.f ., ->l.\(~...,. ••.• ;[ .. , ........ ~ ... .;..!.L.,l ... , ... l '.' ___ ..,......, ................ .,_ 

aCt'~"on's"~ ~"slfde "'by ·~adrrionished." , TO,RN_contends. "tb,;t~t.he i;%ltegrity 
• I" ... • .-+ -. :-..: -: :..: ~~ 4.~\ ..... ./ ','.' \' ~ :~,:;, ~:'I ~ c::: \: _..: :-:. ~. ~ ..... .,.. _ ... ~ ,. __ '...... ..; .. I ._ -' .. .... _ .h' '-.. _. • 

of the re'9ulatory process is at stake. .;::'.}:~::':::'I:>? ':'::::: ;::;'.):s:'~,;:;;-:o:: 

-," 
-\ ... -
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• SOCal complains that TORN II completely' ignore,s. the real time 
..... ~ .... ~.... r ... ,..,.. ~""-""W": ~,. I;'h , ... :; : .... "t ~'):-~ ~:,-:: 2:;.;/'Itl !"'!o...:: ...i~~ 0.:..: .......... 

and real".worl:.d'?cons~x:aints, ~'of...manaq~~ca3Q'a.s d'istr±bution system." 
•. '_, •. i).~ ...... ~.::c;;:. ";;_,.,i',..i1V 4 ......... ·"'~ -- "'--""- .. "" ~""" c... _ ~.~.,..... .... ;r.: • 

SoCal -c:laims::that-:durinq,~s :?Peri'od·oit ::''bad ....... 'extraord':tnary short 
,I .,.' ........ ,.::,,-;') t')~r/::c.:;.:;!. .. / .. : .... i,;j:",.) 

term obligations to discharge which "required that ·si,gnificantr...amounts 
," .. , .~ .. ~j. ........ ".\. \ ., _, ••• ; ,,~,~ ,j~' r'"., ... ~.... .-, \ .:. ~:'o2 ':Q :: ;210~ 0 ........ ..: 2.~J...:.....,l. ~,..) .... ;.J....; ~ .. /~.",. .. 

, of .:casb' be generated;-' 'iri "'a'dd'~ t'iori to_~~e, ~o:r:ma_l <;.a_sl: ;l,o~ Jl~~~)c.of 
."" ....... :: ," .:"_. ' ............. '.'. " __ ~, ... _ '·)"-·~""'.~-:C -:·\;..0 ......... }r .. ...,f _0 .,,· ... 0'.) .), .. ..J .... -

- ::the' Company ._tf •• 
, Speci'f1caI'Iy SoCaI 'refers to Comrnis.si~n-o:r:~erep.. ':">-:: 

, _ ' ..... __ .. '. """"'~', .,...., .... :.-,- .. r,.·-~C '";"".'J~"::")~ ~o ~·J..!fjj"';:' _'~...J~ •.. I _".J t 
..... 

::""-~refurid."s tota1ing" "$"3"20' '-lnin'ion ~tnat' were ma.d,e at th.is ~t.ime· ... _ SoCal 
• T • ~ ,.. •• .... _ ••• ~ _ ". " _ .... , ... .J,. (.:; "j;:, i""'; C r::,:,"'::';"" .... .; r;; .;.. Q '""" (;." ...... .i,.J4".J •. \0.,&), i. .... AJ .J... - , 

arqu'es :that~~to "aetay-thi's "refund- any further would have,~been.eon.trary 
....... _ .... ' ¥, ... J..)"':..~"" .... 1 .... 

to the public interest and in violation of the Commi.Ssion's 
.,.'.- _.~ -1..."l-~"f""'J--~"'" .·.;..,r .... '::: :lett::.;:' ;::t~:!..c.··(t·l v.,/',,'_· ... 

resolutions directing' -there-furi'as ~- ., - ., t' 
..... ...,r ,....-~,...".' ~".";'- ~t-I -f""~' .:'.--- ,;C\',:-::~:{-): ,::1 :"~''':''<:~~~:')'':C: .... 

SoCal- further"arqu.e-s~:tbati TORR',s--calc.,ulati'Ont of the cost .:. t~""".:.,.::"'....,.J':"'r ~;;~. ___ ",~:.. .. _: ... ,_ " ...... ' ..... - -' .. lu ... _ w. ~' 

to the ratepayers,; ;i'sJ:ba'Sed~ on:: :f-al'se:" as-sumption~/,·:partr1cular ly with 
.". ,'.- .... _" _ "-oF." 1" '" ,~. (" ...... ,~.~ _ .... ..- :. .,~ c ~~, ~ .-".: ,:, ~ ::~ L· ~ ~~.) 2. ..... r. -:; ~ tJ "'~ 

regarQ to ·the-' volumes·(jf':. 9.a's_ tbat El...,.Pase::and,;l'r.an-swe:stern would have 
~.' '::;'::::,": ,.':: .. r:1 .......... ~, ........... ,., ....... Io~ ...... _ .. ,," ~~ ~·!"'_ .... t.r " .. -. .... ~ 

supplied if .SoCal::-badnominated=- ·fu1·1": vc'lume·s". ~,!... SoCal-points out that 
• .:.. ..... 10 oN .¥_~'-'""" ... 0- r"" ... ·• .. ~ .... ~--c""') ..... ,;." ~':':1:'-."!~· .. 5~~:~) ... ~1J 

it nominated fti:ll'-;volUme's·;througllout,.Oc:tober ,·,·Novemberti and most of 
,-,~ .. :.:.~.¥ .... "r:;."-', "·;"'''' .. ~· .... I.,,/; ... ·,"'·--''''';'~~' ...J ••.• ., \,,'.,. •. ,"" .¥ .. _ • _.. .-1' .... 

December 1980-,~·but~',received full.~volumes:;:.orily;:occ~sional1y. For 
. ' ~-., ~<'"_'. , .•.. :- w· .. r .. } ,,~.::-.,.':':'"\~"~"}-:.,--:: ~ ..... '::~::')c::<~) ~).(1 ..... 

10 days in February~SoCal" nominated full volumes that were .not ........... 
.. • .:' •• _ ... r"u ..... ~ .. ".- .... ,'r."-".,~""' ..... -.~ .. \ -... ,~~,.. .. ..:..s:)o<:: :;r\r~:.~ ;,.::r:~~~~ ,'_:;'V .. 

, ,,'Qelivered .. ::-:For~~these- J:O"days .. taveraae~ deliveries were "within the 
,....""., .. ,~.-\ ...... ....,. (1~" -·':'I"''\~~I'''r"'\r-:~)~.:.:i~-.:. :;:0'":': ";..:,';--;."':.:,. ... ,./ ;,; ..... E,:o/V' ~,-l 

ranqe" of actual nominat:rons"'over t¥~ -J.:onger periods~'''M'I'hus Socal 
, ... _ .... ,-." ~., '. ,,,,""""""'.'~""\ ~.1:. ""'"") .,.... ... ", .... -.,""" ...... ,~ .• : ~ ::'''\'":. ~ ~:·)t!~1"::;:' l....l~...,J J. 

concludes that:··" it· is ~un:certa:intt'-'whether -El Paso and Transwestex:n 
• . , . ' _..... ~ .. , .... -",-0; If -:--:,.-._ ,..r ... .. ...... 't ....... ~ .w. - t',. 'V'C !.) .. j!. .:...:-;.j 0:'; ~.: ~:v_...: -' ~ 

·::'·::couId have:~eJ:'ivere'd::si'g:ti£f:i:c:antly--more"gas= even if SoCal had'. -:-. 
'·I":{."~·'.:I ~\- .'. ,. ;-..-:-~~.~~~c-=c .. /"':Ojl:l ..... rJ~~ ... )·! ~ ... ~~~..J ..t..0 nominated full vol'W'nes. .._._N·" -,,' ,~ .. ",.-.- , 

'. ,""- " __ "~ ,.,.', , .... , '"\ ~ ~,I" ~ ~ t::: ~ ... \ ... ~,~'-: r ...... t.::oiZ. '.)~0-:-: It 

sO~F '~~~;~:~~C~~~I~£n~ ;~~~~ :::;,~ ~~~o.i1;s;.:~,h~rPOSi tion of the 
shareholdeI:s .~,: ..:SoCa-l ,:.asserts:-:thatChad~ ci t)\s:OuCJ'~ ':to:'.':'$p.are the 

~ .• , ... ..; __ ' ~.- ~ .... :'1, ,~,""''''''' '~'~.~,'"': ·...!,-:7 .. :::"':::<'::':'O:",,~.)~5:!~~: ~= . .:. 
snarcholQers'the :burden':' o_~ tlie ·storage· expen.ses. .-im~sed: by the warm 

,,~·, .. ·::-·c~~ ~ .:) ... :: .... ~.' . .-:~:..".."I~ .::;. .... , ... ' .... ---" .. j""; '.' '::- -.- ...... , ... : ;"_ 

winter, it: :woul~:.;·have .:w::i, thdra.wn;· .:qa:s':~f.romr .:storacie:::to- cth~ level 
~ f "" "',. ,r '.' ",.- (' ...... '<,... .•• ~ ~:""'" .... ~_~>:":t: .;( .. -:.:\. -J~C::O.:"::; ~O:I_ 

contemplated' i1i".th_e_:-~:8'l"-·:Qenera'l·c rate case .... ~:t~~~J¢:: reducing 
"".,' :~::",.~.'..):~'~~.'::-'~I ..... .-.J ..... , .... _ .... " .. -- ............ _-- I" ,"', 

storage levels to test year levels for January- an:a::'February~ SoCal 
z....,.·'rf"r' 

.",_: ',_, .•.. " .. ~J.::th~rew:,:D9';. mo:r:e ~tha:o-:~he; minim.um:.:.arnount; .nece·s:sary'i.=- ;.~-:·8cqo~c: .r.v .. 
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:l'~ r;'=: -~C'" .. ~~?: :'.~r: ..:.::.~ 
We are not persuaded by SoCalts argumen~s:~owever~ we 

" ~~""~ - --,-,~"~ -~~~~-~ -c va -~ 
rej ect~ 'I'URN~I s>eontenti·on· th'at"SoCal""" wa"s"1mprUden:t Quring this 

• ·~IO ...... ('.;, ,"'" "'-!'-'r-~-~ ;:) ....... ~- "J ':'r·'~",,:':''''c~,::;:;, ::cw ... 5:>02 period foxvthe';:rea"sons:' stat'ed-)below~- .' ... ,.. ...-: 
. ~ ;. '""':~"C .:"~5=-':'~O= :-!::::.or:: 

The pendency of refunds does not justify uneconomic 
,..~~ ..... (.') .- '1"': ~ .. ,..-.~_-.-:';..r .. ~" ,-, ...... -,., ..... ~·(·\:!2.~i: ~.:..E.7::~:)~ .~ 

operation:of the"gas:system~--SoCaI couldJhave sought.permission to 
. I. -·~:~-:....~)~j'")Ij~C ;-;...:.~:- :!o '")~.5r'.q 

postpone ~ts refund obl~gation ~f such refunds tnreatened to ~mpose 
_f. ~ __ J,,"~'_'_4';"'" "'j/{ .. ,.;. "~r'.c·= ""~2';:;'r:'~""! ":fj~o2 .':' 

a ::substantia:r':'bi1rden -'on -the -~ratepayers~ We cannot imagine that _ ." ., __ . ",.,,", '", ... , ." ''). d, -:-.. ,:),,",)., ... ~~ -: .~'""f .," . ~=:"":'=':> ~~~ ,:.:,p :}~!V .. ·\~~t:~<..:::-;:Ct-;::' 
soCa:t:would::accept "'such -a "burden on'"behalf of its shareholders .. 

.. '"' • _ -.. • _ "" ~ ~.. "~~""I"' "".,~ -~ ;.. f r :~ r,: ,j P;:! ;0 2 C>~ ~~)~_::)r:'.) 
Witnout"informinQ':~the COmmiss:Lori -of'-tlle ~~ro.or~ri!anda~i~g .f~F ... :r;~lief. 

\ .. " " '~.... ,\ ..... '"':.,)c:;:-:)_t:'c-,_..- r.;:J;,.,.o ...... ..... 
Nor are we convinced that TURN has overstated' the available 

....... , ....... , __ .'~"'I . . , .... ,.,-._ ........ ,,.: ..... ':'\.,... I·');' ..... ~;l"":) t,,),-:-";- ::',t'":'..:--::.:.... .. C ."),. 
volumes-=from"'·El'·Pa·so ·and'··Tran·swest'ern •.. The daily-operating records 

. ", " ___ ,~" ._, r ... ' " .. ..,;,..~,.h, .... :' "", .. , t"t .. ~ .... '," r~;"",: ..... ~! ":.c) ..... r:)"~~)": 0': J~:.~ ~)Lr?"j--: 
show that SoCal ·consistently "rece':i:ved' tlle 'vo1:"umes it nominated in 
Janua):y~an:d Febru:ary:. :'eXcep~ (or;C't'hc; i6~f.d.a"Y~' ~~riii~"'d7by -£ocal .. 

.• . . __ ..... ~., '0'\0 ",-_rv," ~.,~-~ r- ...... ·' .... I .. ) .... '~·,~~)-: "'J"l.C&:>j;~j'";·:'J~';: ~;j":.~ 
Without-::evid"eri~ to"7'1:he ~contrary"those '1'0 ~Qays appear to· be the . 

.. ':\ , ... 1 ".' ..... ,'" ''' .... w ... " -~~ r,~~+.""~~-' ~~:: ~'\-S':'~~~:~C ~)-:o~!)--::~~-:= 
excepti:on:/'ratber "tnan>tbe''-rule'.'' 'Some" furtner sh-owing on. ~Cal" s 

~ - ____ ,..~. _~ .. ~ __ ,..-1. f' .. ,_.,_-. .•• £I"':~" r-:' ':: .. ,'·'~...,O.c::-.~«)""! ;"s:)oZ .IJ. 
part:i:S:·requi:rea~'to.' persuade "'U"s· that tne'oroinary operatio.n of the 

.. :!CJ .;:: (." 1;::' 9{ l. ~~tr::. = 
~omination procedure would not have· produced' sUbstantial a~aitional 

~ "','" -+ _ r _ _ ... J,. _ .. ~ -......,. -. ~ .....,..~ I ....... ~ ~ r 't·""i.S \ ~ 

1 
. ';.,. f' . ':.,. ........... ,..,.~..,.,-..". .... '-(""\ :""}, ..... : ........ ,-) .... ,.,.. ... \,. ...... I_ . .,.t...,,~,:j ........ _.,.;" .. .,./ ..... ,,..,- ... /. ':vo :umes·:o gas·· ... · .. ,0'.-"·.·_·· --- ~. - " ./ 

,,, .:.:.~ ~':):: :~:: Neverthe:les;s we: dec:lj,:ae~ to"'ad:o~tc:th:e:;'1dj~~t~~~i~p1;o~~~~~ 
.. (":..oori'j''';.'r:r, ".::~r':1 .. o ';::0 

by TtJRN. We find that TURN 1 S arQUment proceeds from a ·fals,~ premise. 
_" ::., :. .......... .' -('4'- .......... ," _.... ...... -r.;"")~~ ,,-', ~~ : .. ~:;:c"r. ""~C ·::)rr,::~ • c\ 

..... :'~''; The~'false'-premi·sed·is""TO'RN"'s. a's·sumption that stora9~~~ was 
, __ ~_-"~ ,"","_ l-\"~,_\ ___ ~ "(-j~;' ~." ;",-:~~::.r'\ ft;?":·""",,,:sr.~o"""::r£~::: 

refilled-:in the"'.£ollowing'- surnmer;;Jwith-'high-~r:iced PG&E' best-efforts 
.. ~., '" ,. f"¥("t:':~ ~!~~ ~&::"'.J:.'j' .,.:,O:)() 

g~s. Instead ... we find that storage levels' were-~restored using lower 
• ~ ... ..... ",. ... ,~~, -"1""1 ,.. ..... \'"-,-.,-.t')-' - '""': '''';··I''.t:~'''--:' ::!.;: ":.s::~2. • ~ 

cost '~suppl£es""wh±le:the higher' priced' discretionary gas was pUI:'c~ased 
, • I .......... '~" ..... ,-. ~ "', "'1";) ~ .. - ,- b" ''":'.r' ~'I ... <~.:t ~m0::>:--:'; z:..t!,!,"!O':"c.,1.C:J 

to provide ~additfonal-service' to ··l:ower priority customers.. Our 
~~.~~~·r~~-q~~~ ~~S n5~ v~O~~~U~9~ 

conclusion is consistent with ourvearIier dete~natio~ tbat~NW gas 
_ ', __ ........... ,"¥ \,..{ •• , ..... ~. f'''f'- - .. .......,-,...:-, .... -"") 7.\,..~ \'J~~...:~~lS.r.()~1" 0r~ .. 7 .u ..... 

was purchased in:··the"'fal:l'-of~J:9·80:in··order -to proVide P-S,.service,\. 
. .~.- ~O~-0 ~~··~Z~o-o· 

not to (restore ::Stora'ge~'l'eveis? ~'Th;;;~fore:,::*~seoncrude that'" socai I' S 
. .-~. ~ ~~ .. ') ~ ':' ,...,..,::~~::r~ :>,,!GWO.7 ,!!C:S::O;:!5~~::U 

actions ~n this regard were not "i'm.prudent • 
. >~ ::: :.: -: .,~ . .::"< j ~:. 0~~C ~ ::,\:: "lo::'C j:' ~C';':;::' ()",: ()-::,orr: ~~ i:j-z£'~~'lo"1 I£:.r:::---~ 
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Findings of Fact .. _""'.., ,-, ~,,,,,,. "~'_"' ..... *0'" ".-~.,; ~)W 
,1' - • \' q roft/ ... .,h • • ,'".-t .. ~l~;.:.-::::)-:.:, ~~ ,)..,;. .. _,0<", \~ - - j .... "' ... ..., ",,. .......... ~ "'" ... ... ..... 

. " ':~ ~;; :)~!-:~'2 ~.~~~ft~~~eEt~i?~oE-~e.l~0;:(~!l~.e~j'~~e01~\J·19.8rl~t~)~ 
SOCal was authorized a rate 1~~E'~~~e0~~e~~4~~o%tlilJ.ion::over aosix",: 

mont~.~~:~;~~~ ~:~~ .. :'c.:: ;'~::;o'j : ... ~::':.;::r)-:~ :0 '~')::'Jb~0CI ~x:':' 
.,. i:"- certain" issues. were defel:red.,..by .... p.93190 .... :l:0- tl:lisosec:ondo 

, ..... :'~ .. :~:':~.~.:'-''"~t.)~~ ~:-.;-uo~:';' ·.:...."-," ... L .. ~,;. ,:,).+., ...... ~_, ..... ___ " .... 1............. .oj .. _, .................... -~' -' 

'-phase of thi~ _pr~e~di.~q, ...... ~,~ ..... :. '_,~,' -~o'::':C:o O~.:J:r')-: 2,.:'':: ')::,oc;,.:;:~ ... ..,....... ... ........... ,'.-~\;., } ....... '. 1'··,oJ .... ' "~_" ... _ ..... "._" ... ..,.-1'1" 

". -, .' .; .. ~·.:·~3:.,~~;~~1 :'~~~5S~~ ~ t~~:'::~~c.~c~e~t~~.d::1;o.-::x;e.c~~ercadd:tt:tonal 
company use gas costs, franc):lise fees , .... -and,...uncollecti;bl:e.ua.ecoun-es 

~ ... "':,~;;;.\~':'r,":':.I--:. .• :--.;: 0.,.;.-;;";" ":'v .. ~ .... ,.;,\.-> __ .. :.. .... 140* . .)...,,)_ .... '- ...., 1 ... __ ... --..... -

" _. _~~~~e~ .:~;:::~9 ;~:~~~.~£~~,;, 'j~.C~oi ~;o;~~~;:;,~<; ~~m~~g:u:s;t:::l:4 Itr.Jl-:9:'Z8~w 
" .. t~:~.U.9~:," ~e~;~~~.,,,~~' ;:~;~?~~~::':': ;;.::: jo:>;~..':v;-:o., ~)v.r ,)";i.;: -:::oZ 

.. . ...... 4. During the cour.se of t.he. p~oeeeding&.o~a1·::.W:L,:t~hd'r~,:'!"it':$"I 
......... - .... - ...... - ........ ,-"J'-('\ ... .: ",,oj-'" ~t~~... .~: .. ~.r:..\ .. , ... ,,'A ., ...... 1..1' ........... ~......... ......, ....... 

'r·eciu.e~~_ ~,t~,~~e~~v~~r\=~;~ .~p~)~~~ ~n.:-sc:~~e.p;t~.l?:l:~: .:~~~~eJ.. .: ::::: () 2. ~. ::. ::7 -,,'0 (.~: 
... - ,'-s~·~--· Franchise fees .. and company .. use, .. qas c,os..ts.car.e .:mAotte~s::that 

......... .-.. or ~"', ·"" .... 0,. -, I'WI" ....... ," .,/ ,.,::.-, .... ..h • ./ ....... ~ .. '-.." ... '~'. _ .. _... '" .. _ .... i...... . " 
are in-extr'icabiy -reiat~d ,.to gas ... "sup'ply~ -'and .pr.ice~ ~~n:9'.e:sl~an:d:,a'%:e: 0,.; 

''':";,: ':'':'':'' C:i::: "::',!-,:.': ~':.:~~ ;':·~;.h ... · -,' oJ. ~"",~Vlt. ... ~ \ .. _' ...... ~.,_"".' . ..... • • ..,J 

therefore outs.ide, the eontro,l_ ,of the: :w .. tili.ty;. .~or -ra,~_mak,i·ngt :purposes. 

" 

• 

I .~:'.:(:'~:': .":':' ..... :"':;'"."c .... ~ .. ·:··; ':'7):'"",; .:;...;._ ·:/~'''V'':~ .... ' __ ........ , ...... .1",,",-- ..... ."... •. 

.. 6~~ ~ _ ~~~l,.. ::~~p~:>n~~c~ ,~_Oj" t~h!: .:.a~~m~.:.a~.~p.9:::: \l?de.r~~l:~~i-on :i-n;;(a • 
timely fa-s-hio~·~- '. --."~- - ." ~ ')v:.:.:-: .::-:).": :;;:..~o .... · ~}-::J~~):),:)"!q r:o.r':c."'<:--:o:: ., .. : .. :::' :';';--', .,; '..:.; -::.I:;'~'::::;: ;,):;.,:;;,;:,;;,:; _<: . 

7. Balancing account treatment of franc:h1se ;-e~:s ·~nd::.~rnpa-ny 

use gas costs" is reasonable in li9ht .. of~_ the demons.tr.a.ted inadequacy "'.', _.-::""',""'1':~ ;::-: .. >-l-:.::::.::;-c. ..... ::.. ~ .... 'f4:.; ~t.:(.I.~!..:.r VoW '_I& ___ ~ .. ~ _'i' ,.~~ .... ___ .... __ .'. x .. ' 

of other, rnethods_-:-. _ c. _ ... ,.... .... _,'_" .... _,. ~ I V,O;-" .... ~r-;,.I:1 or:":3: :):.; • z;:;:::- '';:' ... ,-.. '---- .... " .... J.,.~.~ :..:' -:c,~.~ .~_:: .. ,·)_O __ \". .... ~~ ...... I'I.'_":-j"~~" .......... 10, - ..... 

. ', .,.~."~.~,~ -::oI~e:: ~~~a~g~~,~;: ~f<?~u:r:ti:~~:a;~:?el:'J-:~ .d~~<?'~d.;>;~ ~D ~o7;l£'lict of interest 
that otherwise occurs if~.Socal ... f.ae,e.s.-,an.>oppor;tun,itY();t9' p\lrehase~~)'~ " .. (\~'-":"~,.-:..·~·:···'c ::.:,.,,:,:'.)'-, ;;...;'~,~) .... -:.(,.-~-., ,.' ..... ~" .~..;-.,., .A.,J,,~, •• _t, ... . ,:'- ,-.~---- ..... 

additional gas supplies ~ - . - __ ~ ..... '"' .., .. ~ ... ,,~' ~ :,:, ... .r."" ')';;' ,::';::i::..:;::::-:I • ;:::!:;~ .... , ... ' ... , .... ,..''',., ".""'"'t',.-,-'.,' '\'- .. "f'tII~ ;"'~~)"(Ir...).-I. ~.Ju'~·"'\."'_·~1 ~#.--~.,~ ~ ..... 

. , :;:~;~'. ~i:. ~a~~}~r)~~~~~~~n~~j:::~ev::sy ~.~~. ~'~=S,:>~~li<?l:l~1:oqo.ffseto~ 
.. cal~~~rn:~: ~~g~~::: t~:~o~,:~d-;~~Co; 9~9, ,)~;;~qe.d;y'r,;~~~l,1;ing,:)f:ro~ 0::­

r:~~.a-t::~~ ~~q _,~~ -:~d~:sc~~~~<:~~or::"O ;-::- ;;',: '::-::::'::·::.'::::!:-!O':i :::.~ ::c.; ;:;;'::':1 :;0:;) 

. ~ ... 10 :'''~. The -voiati1i ty of .. energy ::pric,e,s .sbows,..:the. r~*co£;::::.:,(" :~.s.' ... " 
",:,': • ./-:""',."~ ' ... '-....... ,: ':"-;:;'''::'~J:;""!~.~ () ... -::.,,),~_ . ...i .. ~ ... ..-'-' _ ......... ......... -.J_ ." .... - ,.. .. _ ~ 

forecasting error regarding natur.al gas,.~1n:"ento:c)):i? .AAte~'.::b:as.e ~o::: 
..... ',- ~~ !~,~' .+ <;'. .... 'J. -'I"'; k ~,:-:;..:...; .) tAt ,/ ..... 0 ................... 1\; ." _ • _ .... .,. , "'" _ .J1.-:'..,..i... . .. 

unre'asonably toward unde~S~!1.J~~c::t:~~n~o:t .y::.y". ;:',;:~?()-::: ;:~~~ ~~ ~r:o'::~-:)::;' 
ll. Annual forecasting more reasonably balances this risk • 
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12. The LIFO accounting method exposes1'thez.ut;i·l.itY tOZtnecris.k 

that.. storage ,leyel:s ::Wil:1:. be.:: dra~:do~ 'below:. <foreeasteo: levels and . ,,"" ~- ,~.,... .~ ,- -.., ... 

.... then refilled ,w.ith,.much>.mor:ey,expens.i.ve gas.''';:':: ';:0 ::::0':> -:1'::: 0.,:;;<,-,.;::-::-';:;' '" .' _, __ _, _ .,~ -, '"" _ c'. , 

ll. In the fall of 1980 the Los Anqele~basIn~was~strueK. by 
a series .. of Stage 2:smoq.-.: .al.erts:.::that·..;lastedolO::days. 0:-:-:: • ,$: ..... ,. ,r _, .,1.., "_ ~ _...... • , 

.- '. _,.14_", Air, pollu;tion:,pffi.c;1al·s,;;requested tbat SO~lrCprov£de full ...... ...''''' _~, • < • '., • _ ." .. ...' c,. • ~.. • •. 

qas .~~~~~;:t.?,: i~~.:~le.c:tri~.;Iltility~: c.~stomers::.::l:n;::orde'r;:1:0 m:l;n;fmir£e 
fuel ol.'l bur"'~nl"f '"'"'.. --::"0 -' .• ~ ....... ". "o"~ oM .... :.. -,vr ..,.-:tCr""";,, .... ". • ':j')!'~-:,;):::'. !':';o~:. ;.:i.."':' _ ": _ .. I ...... ,j,. v..:.. •• ' ............ _ ..... "" .... 

". 15, •. , .In .o,rder ... to:: meet this ;,demand·::\SOCal·./W'£thd:l:~ .:'q.as .from .... ,-' ........ _" • ~~ I, "" ."_ '" _ ,.., " ." _ 

storage; .and_. resorted to .. -"best-effot:ts :': put:,cbase.s • .fromr;,,'pG&~;I '::-:;,",.)': 
"'" ..... _' .~ ,~. ~ .... . .. -\,,;. ' .. -. " "'~"--' ....... ,- - .... 

l6-. Ele.c:tric ,utility, ,demand .. ;,continu~-::a£~te:x:,tsmo~Z:J:eve.t:s: ..... o':.c: ..... _" ,\ ... -' ' .• ",.'._ ',.' __ 'n _ . • 

subsided, so on October 28th SoCal also began p1:!;ch~~es..:.£..o_f( ;~:C]a'S2. 
in . order .. to ,·maintain big.h:;,~,~vel's ~~:cs,er..vi:c¢ ;:t.e:cthe ;e:-J::ee:triC::: utilities • ••• ..- ...... -' _ •• ~. .... ... .......... c ....... _ ~ ..... w-

and .. to .. restore its ",s.torage ,.tothe -de.si·red: ,leve1~.,,:o'J :::<>::>-::>'::o:)"'.!9b:::: 
'. .....~ •• "'. ' ~ __ I .. ' ... ..',~. •••• '." c •• ' .... , _/., 'r' , ....... ' ...,J .. " ,~. • ... Ap iii > _ ... 

17. During ~c1?o~e::,~ ,:N~,~e.~~~;':)::~n?:, .. ~.arly ~,e,e.em~r; ~S~~l,;.purehased 
4,763 Mdth of ~PG&Ebest,":"ef£or:ts.~ga.s..and .4 .... 4:6.9.,.Mdth;-of),NW gas .. 

• •• ::. oW '.' • u· I 
... /..... ",;. ,_ .', .. .;. .. oJ ....... ' .... '.'" _ .. -wI .. w ..... ___ •• " ....... , ...... _ 1; .• ' .... _ '. 

18.. These supplies were priced at about $4 ... 31 and $.S.~'l..:6-/lpe'r: 
decatherm, .respec:tively ... ',- ~~""'~'-.-. ~ .. -'~":):>:F ;'j-'':Il''''c~.ce .;~ 

• -. • ~ .'- ':.; ..:: '~''''' ... J~' ,h: ....... ,.,..... ... ~.,) ,",.," ...... .I ..J .A, •• ' _ •• _ .. i,..)'; • '" _ .I... • 

19. The PG&E and NW volumes.,.we.ee .purcha'sed-. to::>ma~int~;ina=l'l.:i.Qh 
• • .... _- ..... ~ - _, .... , I _ , ,. '"~ _ _ ','. __ ... ~ ~ f 

lev~l of .. service, tOP",:,5.~customel:s._'O~~i".~ ::" ."':C~:':::''X~<:-'::2::'O~ .:. 
.......... , ••••• ,R .... ' •• ~ •• ',~ •• _"-',_,,'_'~'''' .... __ "'. ....... 'It . 

20. Such ~pure,hases, .might.. bereasonable~ .if')..t~e'l,c~s:t~-,o:f2 gasxwas 
... ,' ," ..... • '....... ~_.-' .... ' -.,_ ... "'""' ......... 4-. ._ ..... __ .. n'" __ .. r .... _ •• _.,. • 

.cO~~t:i'S~:ve~,:,?-;t:t:,a~'t:.~~a_~,~ .~ue_l_,~~¥~~~_.~ ':>':;:' ;)~~Cr{2 .::~.;:)0C; .2 
21. . Spot, mar,ket.l'rices, provide .tbe_ meaning£ul altex:na:t:e,,)fuel ~.: ~':-;.: ';'" -: .. , , .... ' ..... ;,.... .• , ..... '.... -' ........... ., ........ ..." ~ .. ~ .......... ..J ... '.; .~." ' .. ' • ___ ,,~.... _-. I,. 

price ,signa~_in .:the, ,contex:t...of,. '.eva,l,uating·. di.seret.:i.onarYbgas.-::pu:z:;chases .• 
. ,' . "2~Z.~ -The-:Pr"e'Vail-~g" ~t.~~;;te'''.fUet P~i~~:)~~~~~~U;~g ~~~r'.Pc;riOcit 

.,us.~, .. ~he; ~~~£~ m~~~~~~~~t~:, wa..s::·~o,~ ~~ 790 per.£,d~.~~~h~rmc:toG$4.S7 pe~ 
decatherm. ~=:"::0:;r.:-:::c:m~ 8ZW 08~':' 

23. The purchases from NW: do not meet the alternate fuel price 
test. 

24. The purchases o£ NW gas cont.ributed to the undernomination 
of supplies from El Paso and Transwestern • 

" - ,i. ,~._ 
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25. Substantial additional volumes were available from E1 
Paso~.and ?;ranswestern.~x;o,::x~) :':,06.:>:):''': :::::,:l=~;,;o::>",.G o-::r:.::: ::>rI":' .~: 

_ .; .. ,: .:26_.:: The:::.appropr.iate:: aa,j<U:Stmen.~ :i;.S:: ba;s~d ;on)~be '5a:1:--tfeier/c~= 

between the cost of NW. gas ·ana~t.he:{we1"ghte<r.>'a:vera9'e =co;t.:or.= qiS:=-£rom 
El t»aso~·a.nd :,Transwestern.-;::;~> ::;0":. ,),~:: ::::>?.: 10 .:':.r:':; ~::.r.::: r::: .. ~.: 

27. The .amollnt':d:i;sallowed;-:.iS:::$ll.r,;ss~ro:oO:r p"l4J'if intere~;.e.~! :;;~ 

. ..... <;2:8-.) ".:..:-Duri'llQ mueh of :;'the:"t1me..L t·hat:: ·$'oCag,..=. wa.s':~naernomi~~ ting: 
El; ~t>a·so: allQ ~Transwesternosuppll:es.; 1:. SoCal~was'::~al:so4 wiihdn'Wing ;:;~,:;; 

substantial volumes of qas from storage. .~r::l~~UC :;0 i~~~ 

'~,:29:. :. ~Stora:g:e:~·J;eveJ.;S'C'Were::'restored l:n·)tne:folio~ing. sU:~er with 

lower cost"·:-sllpp~'ieS';.:~:wh!.l~e: h.'fgher;pricea" gas ~a·s"":'pnrch~:s;ed?tro.-:o':G 
provide·'·.addi,tiona:J;l :'sern:ce ..:too!'o.wer-,,:,:,,? ior±tyj' eusto~er's~ . c i 

. .:::.:::: J:..~~. SocaJ. :'sho.u:l~ ':'be: "·a:rrowed~~-o·vtecover $'9-:;:lr::m~lll3:on -:;r~lated to. 
underco.llected company' !u se;"":ga1;') ';;c:oSts °and'0franch xse fees:.:! incu;r8af

:; 
• ....... • _ r-. ~ 

from:: Auqilst 1:~:"::':r9:"7:S ·t~<iug.n:::se:Pteriib'e?~~17 ;':''i~-j§';! ?:::;~:.;"" • \ .;,. 

• 

~ .. , .. , -' '\ ~,- ~ r.l ~. r: .... v c-"'" ....." • 

. . .~-:~ ~ 'T~~~~r~;~':~9~~~~~~ ~~c~~~:~~~~ ~:a~~~~~~~v~~~,~,: no~~~ar \ such 
recoveryc.'- ~'.,:" _,_ '\"'~ .. ~' __ .J ~.' ..)_.,J_~\' • .. _.. • ... > 

3. Ba1ancinQ account treatment of pi!d$pe:2-2£'$e'~c·om~ri;::{lig.~ gas 

costs and:' fr~lneh~is;e--';£'ees-:'~s- '-rea'sonabie'Y ',{~: !.),~C ~~'l()C: '):f':' • ~:. 
1-. -.. - ,0" , __ ... H .... '~ -:.. .. C "", . .,. - ~~ ...... , ... ,{",~" :-i ::. '-~"""'";'f C 

4. ConsJ.deratlon of reco.very"o£' (·~,.'nc:rea'sed C'aJ:lf'ornJ.a l·ncome 
taxes": should;.:"~:·aeferred::'ilnti"l?a ~inai'':orde-l?C{~76fI ~:Zi~ .0:: 

0·, _ '~ __ '" "' ..... \ .... .- "'- ..... l-< .... ;j'- !~"(' .... "' .... .r ~'./:1'l~J')·-~c-: 

5. soCal should be authon"'zed· 'to'adju'st' "'reve'n\les to ref'lcct 
6hanges:::in~}the carr)rin'q):Cost-s 'C;n'::'th~ va:l:u:e'":("'oi·n';a:tJraTc~s ·i~ored 

.' ... uridergro.und·~::calci:i.lated';:'CrO~~·'t:h~:;·~ff~cts:-ve-;;-d~te:>r'ctf ("50C~~"':;;s':~g;.§-:~ 
.' -'.!- .,,'"\. ~, .. ..,.,., ... -:- .. -~'-";""'V""-~ ~,.;~ <:"~ ,:::_ -:general rate:.~increase~:j':' -:q -~;.,;. ':7 ......... ~:) ....... 1.) o·· ......... £. - -.." .).... .~~ 

r • ,...~ t""' "'""'c....."""' ... ~(".'" ~~r:~::"I'\"'" "\.I'i).,,-? '9~.- .... I'¥:.?'-,. 
-:~-:: -::6 • .:2soCar,;s;"·purchas~ o'f' Nli' gas ~'fr6~ O'c't;oc"er" tnrou9h "D'ecem"Oe'r 

1980 . d " .;:'!-::').d;:Z~9:' . was ).mpru ent. ' 
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,.,":i J¥ -. :l ~'--- 7~.~ .. SoCal·;s..::pra~c::.ti.<:.e;.~of)\undenlom.±:na.t:tn9' :supp1.:tes from El Paso-
" ''1 .. ,,.'--.... '" _ ......... ~ .. ~ ,,' ¥ ~ - .. 

and~ .Tran$wes,:tern...whi1~;wi~thdx:aWinq.\:gas:c£r.Orni.!s:torage':wa~:no-:e:-:::.;::' 
iln?\~d~n~--' ,,' -~- ./_. ", , , ""~ ~o .. -·0 .... - ~ "'v----':) ';.,("7= ~¢ ::;o'==$-=~C:o 

'r' .,~.~ ... ,#:...·.:,:-,o-:~ '.):::':~:~C:~~::'~: ~.:. ~'~1...i~J _ -'.:0- - "_:~"_ ....... _1 

_ ".""_ ... 'r. ... ..... ". r~n(A.'·'I-: l::'i~t:2. ":'5~Oa .0 
, l' \ :'~ ';: , :~.:.:: ":c :' :':;;0::'':) ::; ~ .. ~- .• :...- "''FI'N'A.!. ORDER 

---- - ..,. ....... "'.);.",;-. ..... ,..,,. ...... , ~c 
• ~ •• ,,," .. r ",~_I' ,.~-c~.-~,.;!' ~"TJ~-':" .;.~)=,:;..;..,:,::,\ ...... ,:,~:J \,.J~.. ."-"..1..,; ~ ...... "":""- .. 

"...... •• ~ .... ' 't'"" ...... -. ,': ..,. .~ - ......... .... ...) "" 0I>0.".l, _ '.. ' . ,v ...... -
, '. .,' . '" - IT" IS' - O~'I"\'!:'ft~'I"\ th~t.· . . 

t:\,J.I~ .. • ~),:>~~)b:J~q{':"!.:.. 

l. Southern California Gas~ Company" ,(SoCal). is..;·authorized to 
'l , .• ' -.'r;; .... ·" ~:: .. >.~:~: i,,,.:, ._~,\.' .... =:'\',).o. .... \,' .~ .. ,,' .. ~v ~ .,.1\ ........ , .. ' ..... ",,1 ....... . 

recover -$9:1 nul1ion of unclercollec;tecl',7,company; use,',9a.s costs and 
":,~ ':frai;chrse'~fee;~iri~~rf~d "f'r-omAU~;1: -14 ~··'1978' "thrO~~h' september 17,. 

1979 .. plus interest; by way of an appropriate adjustment to its 
CAM balancing account. 

2. On:or::::after.: .. ;the effective date of this decision SoCaI is . . ,.. , ~,.., . 

authori'zed: :to'::file .. appropriate tariff changes to provide for 
:~" ~ .:' ~ •••• - / ..... '" ~, ~ • ~ ~;....: .' ' •• - __ ' ~ .. r<" . 

pr~sz:>:e~iye:::CAM:.-recovery.: of company use gas costs and franchise fees. 

3.,. ,Soc8.'~:~shaii?ro~ a commi:ttee:cto.·;,:examinei:the':e'rreet:~of':.under_ 
• . '.. " •• j • ' ...... \,. ... -.., -~ ....... " : ~ .• "'. .... .. ... - ." . 

collecti~%t ,~~n..'.i.n~me taxes to f;lrovid'e the Commis.~io,n ,a technical analysis 
.- , ........ :~\'-:':~:"" r;;~) .,:.' C~~~~'/\J"::~ \\.,~ \, I 

and recommendations. The committ'ee 'sh:a~~,in,~l-ud..~ gas utilities. staf!:. 
and 1nterested parties. 

4. SoCal is. authorized to' adjust revenues to renect chaIl£es 
in the carrying costs on the value o~ natural gas s.tored underground 
in the manner requested. in its application.. calculated from the 
effective date of So Cal , s last general rate increase. 
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.. -.'- ,,5-. .On, or-·after.; :the: ~effeet'iv~Cdate::.:"o:t·th1Cs' -ae~:f$ioJ SoCa1 is 
: 'a';~h~;;;ed'.;;, ~~~l~:appropriate).'ta1:'·:J:ff. :ehari9e-s-1"to~prov?dE?~f~ j~.s 

. _.. '. -.' -." . .. ...... 'Or:-'-r.::' 
operation of the carryinq eost of gas in storaqe procedur'e ... _, " ... 

6_ SoCal shall ~edu.c:e it.s...balancinq account by $11 ~SSS~ 000, 
:"':"'~'~~~-'. plus interest, 

imprudence .. 
calculated from- Febr~~;;I= lc:z~~~~o 02-:: a~:ou.nt of 

... ' ....... \ 
., y.... "p ... ' 

.. --~ :. , -, 

_ ...... . 
" <I' 0- • ,: ~ 

'\ ~ ... " .... ' 

.. j. """.,; - r:',,--:r 
.... •• 1 ............ ...., , .... '. 
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60 3~'1 
A.-5-9-929 
D. 

~ COMMISSIONER LEONARD M. GRIMES JR., Concurring: 

~ 

~ 

~1hile I concur with the \1-D.animous decision of this ' 
Commission to penalize the Southern California Gas Company for certain 
gas purchases, I do so with serious reservations. 

Fuel cost adjustment clauses which we have adopted for the 
gas and electric utilities have in effect removed all business risk 
from fuel purch.:l.se and use decisions. Fuel costs are.passed through 
to the ratepayers on a dollar for dollar b~sis. The only risk to 
the utility is ~~at our highly overworked staff will months later 
(this case covers decisions made early in 19S0),reconstruct a 
situation and. find. that a particular action was i:mprud.en~. 'the 
Commission is then placed in the role of Monday morning quarterback. 

,,' 
I have become- increasingly convinced that this form o,f regulation is 
ineffective, counterproductive, and misguided~ I am, of course, not 
alone in this feeling amoung regulators across this co~try. 

I am also concerned that our pro,cedures are' one-sided. 
In this case SOCa1 Gas has been penalized for an imprudent purchase 
which cost the ratepayers money. Will "'1e, in the future, grant a 
reward for an exceptionally prudent purchase' which saved the rate­
payers money? A proper system of regulation sho:ul~ provide risks 
and opportunities to 1".'lrulagcment similar to those which exist .in the 
marketplace. Now the system provides them only risks of after the 
fact penalties; there are few if any rewards. 

Of equal concern is the fact that our procedures have 
unfairly shifted all business risk of fuel purchase,and use to- the 
ratepayers. We arc overdue in implementing modifications that will 
more fairly allocate risks and rewards. be,tween rate~aye.rs and 
shareholders. Management would know when and how to: both 'avo'id loss 
from imprudent decisions and how to· profit from wise actions on 
behalf of the ratepayers. Our need then to second, guess.,day-to-day 

. " 

management decisions would subside, and ratepayers would be' more 

,:",,1-



• 

• 

• 

confident that they werc getting the lowest cost utility serviee 
possible. 

~st Octob,cr 1, I issued \l. proposal to reorient several 
rate..":I.aking practices to this end. After much comment, study, and 
internal debatc,we finally have before us today an Order 
Instituting Inv.estigation to reconsider the allocation of risks 
inherent in fuel cost adjustment clauses., This is a most important 
first step to update rat.emaking to thc' rea~ities o,f the remainder 
of the century. I hope that each of my fellow Commis,s.ioners will 
agree with'me t~at the time to get on with this investigation is 
now • 

San Francisco, California 
April 28, 1982 
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'tORN warns that if the Edison decision is interpreted to- allow 
recove~ Py SoCal, then no· 40llars collected throuqh a balancinq 
account mechanism. can 'be considered final. 

Socal arques that the California Supreme Court "Ms validated. 
the concept that adjustments for prior periods are permis.sible in 
offset proc:eedinqs,'" citing the Edison case and California 
~,nu£acturers Assn, v pgC (1979) 24 C 3d 251. It contends that the 
only restraint on the Commission·s jurisdiction is the Commission's 
own inclination to' limit the scope of prior period reV1ew as a matter 
of requlatory policy. In this reqard SoCal represents that it has 
filed for relief ''Wi thin one year of actual or construeti ve lo.owledqe 
of tbe aeficieDC:Y in questio:c... ,,-

We aqree that there is no leqal barrier to allowinq SoCal 
its r'equested relief., '!be Edison decision siQnaled a fundamental 
chaz:.qe i:l. requJ.atory concepts, initiated by this COmmission .. approved 
by the SUpreme Court .. and memorialized by tbe Leqisla.ture's adoption 
of PUblic crtilit1es (pcr) Code Section 792.5. 

The Edison decision is controllinq. Staff is simply-wronq 
wben it states that there was a balanc1nq account associated with 
the oriqi:lal fuel clause. Prior to the passaqe of PU Code Section 
792.5- .. there was. no necessary connection between offset: relief and a 
balanc1nq account. 

'I"OR..t.l is wronq in its assertion that "'the normal course'" 
would not produce "the same result I,. as SoCa.l' s proposal.. ove:- ti:ne. 

/ ' 
!~~ due~~nd-thae ~ver time Socal could also- overcolleet -for F&U .. dependinq on differences between recorded and estimated 
supplies and sales mix. 

~ 1" .. ,' 

-8-
.' ',' 
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25. Substantial additional volumes were available from El 
Paso and Transweste~. 

2'6. Tbe appropriate adju:5tment is oe.:iled on the difference 
between the cost of NW qas and the weiqhted averaqe cost of qas from 
El Paso and Transwestern. 

27. The amount disallowed is $11 .. 888',.000" plus interest, .. 
28.. :>urinq much of the time that SoCal was underuominatinc; 

Zl Paso and 'l'ranswestern supplies,. Socal was also: W'ithc.raW1.nq 
substantial volumes of qas from. storaqe .. 

29. Storac;e levels were restored in the followinq summer ~th 
lower cost supplies,. while hiqher priced c;as was purchased to 
provide additional service to lower priority customers. 

/100. l~er to al f'O~timelY ~~'b~~ ,/, ' 

thl. oreer sho 0. effective ay it is siqned. 
~ , 

Conclusions of Law 

1. 50Cal should 'be allowed to recover $9.1 million related to, 
undercollected company use qas costs and franchise 'fees incurred 
from Auqust 14,. 1978, throuqh Septerru,er 17, 1979' • . 

2. ':'be rule aqainst =et=oac:tive ratemakinq does not bar such 
. =ecovery .. 

3. aalancinq account trea~~ent of prospective company use gas 
costs and franchise fees is reasonable. 

4. Consideration of recovery of i:c.c:'easee California income 
" 

taxes should be deferred. until a final order in OIl 2'4 .. 

S. SOCal should be authorized to- adj~st revenues to refle~t 
chacqes i~ the ~arryin~ costs on the value of natural qas stored 
underc;round, calculated from the effective date of SoCal"s last 
general =ate increase. 

6. SoCal's purchase of NW gas _ from October throuqhDecernber 

1980 ~s ~prudent. 
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5. On or after the effective date o·f this <iecision SoCal is, 
authorized to file appropriate tariff chanQes to' proVi<ie for· 
operation of the carrying cost of gas in storage proce<iure. 

6. 50Cal shall reduce its balancing account by Sll~S88,OOO~ 

plus interest, ealculated from February l. 1981 o~ aeeountof 

i:nprucience. ~~~~~ '3" ~t<?~-- .. j 1,7 
Th1s orCfer;~ effect1 veil today i . -0- "'J ; .. ~ 

Dated A'r'K 2 S \~ta. , at San Francisco, Califor:lia • 

,¥':('1'Ol' Cl'J..VO·,, 
rr-.~$CtLr .. A, c.. G~EW 

. Co,::,c.l!:::.looers, 
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