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, • ,.., ••• '"' ~ _...... ; _-h "..,. 

In Application CA-.) .e2-09-.'2~,,:Souther.n. Calif.orrnia. G.as 
Co~pany (SoCal) and Pacific Lighting Gas Sup:ply Com:pany (PLGS) seek 
authority to increase rates effective November 1, 1q82 by 
$733~724,OOO annually to offset the impact of further increases in 
the cost of gas :purchased from their suppliers, and to recover the 
accumulated undercollection in the Consolidated Adjustment Mechanism 
(CAM) balancing account. 
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Procedural Summary .. _ '" '. _, ~ . ~.. .~",' h ', ..... _,," • 

Public .hearing 'on Phase' Ir'w'a's-' held' Tn ~'L'~:; ";Ai~;i:;s: :i~om 
• " " '"',; .,' • ,: "', c., -.. . ,""j::- ,~, -.. ,,', , ~ ... I·L· ..... :" ".' "'.,' • - - .. '" - ". ,*. ,"t..... .... ,,.. ~..-, '.j ~ - ... ,.. ..... 

Octobe:- 4 .thr.oug."l ;, 1982 and 'in 'San 'r'ranci'sco 'fro''{Jl -'Oct'o"ber'~12' ,.,,,' 
'.: ' .. ;t o • " ~. :<'~' ". :~' ~~':~"""!"'_:'~: '~.":"j ""':~ ",T'i"',"''-; ':.:.:::;X(:):~ .~"'.~~r~\~.,~~-::.: :;,~ ... x,:~. "" -',' 

through 22, 1 ?B2. .Further hearing on Phase. III was ,set comm'encing 
Nove:~e:-. ,8 ~.1 ~'82: .'~ .. :, .. :: \:~: ',~ ~ ~ ~.': ::~ ~ ~~::,. ~'. ~.," ;'~ ~.:..; .~;~ ~:: ~,~ ~~O'~" ~'~ ~ :,:,~, ~'~.~ ;~~ :, 

...Ev:i,denc,e. wa~p~es.ente,d o,n ~,e.ha~t' of, .. ,So.Cal, SD.G&E,f the, 
• •• .• . • • ~ .' '. ... ".' ;~. '} • '., " .-< .'.~ (~, ":,,'" '·1 ~",. " - ,,,,:,~ f"":: -,.. -":' ,'" .... ~ .. ') ""'1"': ""t' 

CO:::l:ission stat'!, I. 05- ,Angeles .DepaI:tr:lent of Wate'r, and Power (LADWP). ~ . " 
.. ,.'_ • ,.' ••• 1 .:,''c ,.: ... '~""':': ~\-:. :;'. :;':;-:::' --'~:.~:~'~ ..... ::' :--:-:i'" .:' '~,.' .. " .. 

Consumers t'o:.: .. Utility ,Bate Eq,uitY,q (CURE), .,and .... Southern Californ,ia 
." -. ~,. " .' • • " ,.' .... •• :'", .... J ".r .: ": ~ .~ :_'~ ..., \"",.1 ~ ..... ~ :: ',,'" '.~~ t'l 

Edison Company (Edison). . _ '~~ _~"" _, ..... _ .,,' ~ _, .... "I.~' -,~. _.', ~ ,', ~ .,'.,' 
Oral arg\lment "was presented on behalf 6{'SoCal;:"~he q - " ..... - ~ 

,,- ,.., , I ....... ,.. ~ ~~ ,''''' ... ~\ ...... "r • • .... ~ ,. :I , ..... -""\ .J... -,..-" ., ..... ," '""' t. 

Coc~ission staff ,SDG&E 'J:URN .:Edison Amm'on:ia:::;P;oducers:::-'G'ene-ral-~':::-:-"-'':'':':'~ 
~ ... ': ~ : '.: . ' : t ,~ , I , __ , ••. ' ~ ..... ' i.e' • - '.).. ,''..' ) • r .""';: ' .• '. ::- .'~ ~ ~ ~.; n .-.." ';! 

Motors Corporation,.Monsanto Corporation, Union Carbide Corporation 
• • '. >" • '" - " ........ '. \ -. ", '~", ".,< ',,.,;' .....""1 • ,', ... I,' ,- , .... , ..... ,..." ..... 

(GMC), 'Calii'o:-nia'ManUfacturers ASSOCiation (cMA")" CUR:E~;' arid 'the ',~, 
., ~ -: ~.... .+ "'- , .. '. '. ",1' : -._':': '.,"," .... ', .. ~.,~" ~,'" ,',,' ' ...... "' .... , .. " ...... 

Calit'ornia Depa.rtment of .ConsumersAffairs (C.onsumer 'A~fairs): _, -' ....... . 
.. , -., .. :" .... ", ." I .'. :". :.~. ,"'. ~ ,'L", ," .:.-:: ' " ,:; ......'".:. '({ ...... 

A_ full .. day of, public witness testimony was heard wi ~h . 
_ ._ . • '.: - ::- ," ,," ~ :" ,.. .. ,,~ :"': ... ~.':' ~ ." .~-J<:": '} ~"': "\ .' ~'~, .;, >~_\:' 

app:-oxima:tely 100. people. in at-:eendance. A sumcary of the :public .. 
~ _ • ',' .. - • . ' :_ .. " , -. . ... ":- '""":' ' ..... ' ~ ... :) ..... ,',' _ ! 'i .... ,'\ y r < ,"'" ,.. • , , .... ,'-' '- _ ' J~, ..... • ,. .... 

witness testimony, is" se:t, !,:orth 1n SoCal' s gen'eral ra.te cas'e"(A-.61 081)' .-
• ... .•.. . '" .• , , • T' .. ~ .' '; _' '..... ..', ,". ' 'Y '-.........o.~:.: .. - -- ':' ::: .!"': '": ,~ ... :: :: :: _ S ~ , ~ r,.. ,.... (-... ~ ... 

deciSion which .. is __ being issued concurrently. ..". 
-.. • ... ••• ~ ., • : '+ ~ ." .. -: '., c: .' , .. ::"' -: -~ ',~ .... :~"~ ~- ~ ~ '~.': .~.:'; .... ~ -: : .:' ..; ~' -: ;,' ... ~'") ~ 

...... ' .... -,...., .......... ".. "' .. 
I ..... '.-

"',. .. ...... , -"', ',~~.::. ' .. , f """'.,"-1. ~ .... .'.- ...... .-
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• :.~. : ' .... : '::\ :' :.~. ,:-", ~,:, \ ::' :.~ ~~.~ ~ .:: -": 0 .~ :'~ ;) '.~ • .1: ,: c ~ ~ ':' ~ ~~ ,:.; 
In 'the" Mat,ter, .. ot., .th,e ;"pp,li.c:a.ti.on.. .), -'-,' _ " , 
of SOUTHERN CALIFORNIA GAS'" _.") "';'" ,0-,.:(1':' '~'-:,; ':":':.,;-''';';:,: '""".'.:' 

COMPANY and PACIFIC LIGHTING ) '""~,, ~.' __ .'. _~" 
GAS SUPPL:r-, COMPANY,' to' Increase-) '. .' ,. . ~ ., " ~ -~ ..... - ~ .,-
Revenues Un-derthe' Consol'i:dat'ed .~y::v> .... )-:-: ',:,~.~- -~.:; .',~.;'-:'::. ,"-
Adjustment.- Mechanism :to: O'f''f'set .'::-.-):- ,'" ~ :--: .... -:,' ":-~ ",,;:::~:.~' ::., _.)I.J', ...... ,.,~ \,\ .... ~, 
Ch ange.c" .Ga~" .C:ost ~ .Re,sul,tin~ F,rom ., t . ., _ "''< " ,', ,,: .App~~fc~ .:t,io·n . . g~--~?'9~~1 ~2:' :, ~. '~ 
Increases l.n the ~rice 'ot"' -. '" ~ )' '<" ' (F'1lcedj 'Septem'b-er--S:, -1?B,Z) -;'':'" 
~~~~r~T~~r~~g~~~m',:EL -:'~ ,.~: ':"""::'-:: :'-:"~~'::: ~,),,:'; .::'_:-:: :-~,~ >~c:; 
TRANSWESTER.'f PIPELINE 'C'O~ANY':~"; ", y:';''':':'- ',;'''': .C"::-::,~ r,,: ~ ,~'i-::: ~.= .':- ;':.":', .... ,';:-:."',-:':' 
PA~~IC:: INTERS!'A.TE',~RANSMISSION, '.J--:, . "-,'~ .~.,~ '.S,::,' ,"":0'>':: ~.: .• s::::;::-· 
CO!\ .. ~,. ,8.l!.d, ~alit.o.rni,a, so-.,u:ces.;_ );, ~ . '", . :'..:: ',''-- " ", _.~ _ . " r,; _ " ~ "' and to Adjust Revenues ,to . -" -- ,}---., .... ' ..... ,' '-,. ,..:..-<>-,':".', .. _:;:;;':_ 

Recove:- the U'nderoollection in ) .. ,,:,,::~: >: '::,,'(": '-',~"',:'-,~ .. ~ .. " -:-.":"_~ 

the CAM Eal.ancin,g ~Acc:~:tln:-t~< ~;\= -: .~_:>.: .': ':~:: '-:."':'~;';':,;~;.: '.:,:,,~, .",:;·;~r.~' .. 
:n the 'Ma~:t~~"oi ~e,;p;'i~;c~:t~od '~":'< '~: ';':',;<~-:-:;:"; '>~<\:'-~ ,~'.-.: ~:':2~': ':' 

of SA..~ "D!EGO: (;;AS' &- ''ELECTRI C' .' '; "'~';'} .' ~', ., .... ~-: .:' :-App"l'i'C:s:t i:o:n:t;"-Bt':09~Z1':':: ~ -: ~.' 
9tOMPANYG ... 'FR:orAuthdor'±C·thy-'"tO\~Ine~ea,s,e-:) ',7 . (:~'il~d:~~:e;p~~e~~e.:~.:1~?.:, ,::1.~~.2) .:::' 
l S as • ate,s, an " arges .. _ _ . ) , "" . ' 
Pursuant toi ts'Pil'e'd C,onsoJ:idated).: '" -. ,,:\:: ,. :'" -. ':',: ,~".:,,' .. '~ ',' : :".:;:, ~'" ": 
Adjustment Mechanism. ) 

) ----------------,-, ':'," : : "," ~: ::.: ~: .: 

(See Decision_S2~10-040 for appearances.) _ 
. .,." ,....: .,i " ".: '.:,..1 ,", :,'::7 _~ ~ ~;.; ;)')~ 'L~~--'. :";' I .... ' :-.: .. " 

(See Appendix 'A" fo~' addi tiona.l:'appearances'~··) 

sEcoirn ~INf~RI~ ~PIN~~N-~";~':,:~"'~;: ) 
...... "..,.,.' ~'. ", "' ~ -, ".' .. \ '- ..... - . . .... ~ -' 

In Application (A'" ) 82-09-:12,.-:Sou:thern ~ Cali:f",ornia. ~as 
COl:lpany (SoC3.1) and Pacific Lighting Gas Supply Company (PLGS) seek 
authority to increase rates effective November 1, 1982 by 
$733~724,OOO annually to offset the impact of further increases in 
the cost of gas purchased from 'their suppliers, and to recover the 
accumulated undercollection in the Consolidated Adjustment Mechanism . 
(CAM) balancing account. 
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In A.82-09-21, San Diego Gas & Electric\Pp~p~~ ~S?G&E) 
seeks authority to offset SoCal';"s::: proposed::ne'tC increas,ed:cost of.",: gas.;;. :)",: ----.. ... ......... 

su:p:plie~, un~e'r' -SoCa.l:'s. ,Sehe,dul-e· G-,6·1-:),and"t.o .r,eeover~,the~ ac.c:u,mul,ated",", __ , 
.... ~ ................ , •• , ......... 0 1~._ •• _ •• ,.-..J._.-,~f,..I •.•. / '.,~.~.~.(.I ..... ~ ...... '_'" .. ,_.:-., .......... :..:~_ <~ ...... , ...... '.::.~~'-: .. 

undercollection in its CAM account. 
/ ..., 1-' ; ... ~. ," '-I ;. :", .... ,... ,'" ,-, ... ,: -'jp .)" r • +.'"' ... -+- " '" , .. ~ i-t!..J.. ,..,. 

The matters are consolida.ted '£or" ·d'ec.1's'i'on...:si'nce~ :t,heY:'.:..;a::r,e~:;~ ~~-
.... '.";...' .'\. __ '. ,-:'\.; ':. •. :.... ... r\ v '" ,r>.::" .~~ ... l; \ .. , \:~ ._:J 

interrelated. '::':: ::'~8: \.: ~ :~:: .. I~~ :' :;~~, ~:,~~~ q::o:: 
""<,, ;~r _ "" ....... , ..... '_J'I \""".,,..,... ""'-.".-"'T~'" ",,, ..... 

In Phase I of this proceeding, ?~~;~;S~~?f::,~\~: t~f~~~9;?~0:~';;r~ .. \:~:~:~ 
dated ,O~t,obe.r 8. 19e.2, we granted int~rimi'ncr~eas:e:s :in>1":a.'t'es'.:t~'S:oCa.l:::;,'. 

, _~'. . _ ." '... '" ~.~'~ ~ ~-; ,~~ :' ' ........... """ ,,~~, ..-:,...: .......... , ... "" ").:" ''', ••. r\~, "" .. , ..... ~. ~ ''':'1 ....... '''' ;.,.-

and SDG&E s.u!fi·cien.t. ,to:.of!set increases' 'in- cos::ts""oj', :gas"J)1l!"chas,ed' 'by ~ • ...' . ,~ ....... ' ~",,,._.. ',',,1, t'~ ... ,_.~,I",,;.',".'"'·, ~l~",: .. 

SoCal and PLGS from El Pa.so Natural G:as Comp·any::-:('.El:-'Pas~)-:;ahd::;,~2' ::'''::;:;-',j: 

:ranswestern J?i:peline Coml'any (~ransW'estern,):.,e:ti~i~;e?~O~~"'ob~~j?~::.-;,::~,;~ • " .". \, .. ~ _... I..... ... \.J, ~_ " .... ~ • ~ " .' ,... ....... ,~ J.( _ t, .. \ .• '. 

1 ~82. or before. Those increases, :plus a:S:S6cra-t~ed\:::tran:ch:fs'e:'te~es; ·an9.>~.~ 
\ •• " . " ~ .. ~ r .. ~ ,..,: ...... _ ,... r", '. ;- ,-.""" :"'''' ,'r ott .... , ': 'I-~ "'\ ,... 

uncollecti bles. totaled ~396.1 mi llio'n -to' SoCaX.and~. :t)l~:~p:a:ss;-:~',hr:ough·'~ ~ < 
...' '_. ,4 ~.~: •• '~ " .': ~',,"".N.~ ..., .. \ ..... _ _ ..... ..:,. 

to SDG&:: ~ounted to $39.0 mllllon., ,"':" ": -; ,: -:-~" - .'::; ':",:'.' .::: ~ .,~'.... -: '\';.: ':'.' ':: 
Following issuance of D .82-10-040 in ~Pha:S:;' '1 ~'of= ~hi~s::: ;:.:. ~,':-

'P'!'oceeding, SoCal' s su:p:pliers El Paso' -and-franswe'stern ~'fIYed-:fe-vrs-e~a"'--
I ,..., ..... " ,_'- ,'" , .... , ' ~ ...... ' ,. ,r. r"iI',J. "'\.. ...." I'¥. 't .... ..J. ,', ".: ,., .... ~ ....... ''"' .... 

ta:-iffs _wi"th <PERC,w:h.i,ch -in effect reduce'a rat:es: ~;t~ ·So Cal: ':s.. 'C,'IlS-tome~s.. :..:-
by S45.2 '~illi6ri . CExhi'o:it :,·8). :rhis ,de'c:ts'iO:~ .::~'~ii";~·t;:,';h; .~~b~~v.e-':';:,:.';~~,·.5~ 

........... _.'1.,,:,,-, (",r"'IIl~ .~ .... -.'\o'';' ~, .• "'" p.} ........ 

recilction~ which will be, passed through, "to ,sDG&Eys"c:c~:st:o'm'e.r:s~,'~·· - :., -~.~~. :... - , ,"" ... _ ..... ' . .-' ...... ,,' ,",.... ,., ,. \, ,.... .....' , ..' . ~'. "" ~ '. ,,,' :~ 

Issues . ~::::; ~: ... :.t~~':':f: ~. ,", "'<::~~: ~:,,\ 

The issues in J?hase II which-we--w1-J:l-a;d·dTes's-i-n·-th-i~s---·---

1. 

2. 

Revenue ';~CJ.ui;em;~t bi;ed 'o~='cost:'~f:'-':~' 
gas"for~the-forecast,petiod~Oetober~ •.. r.~' 
19~2-Se:ptember 1983,' and the . ,.,,".. ~, .' 
estimated Decembe~ 31· ,:-~·982 ·CAM.~.,":, 
balaneing accou-nt-1,lndeTco·B:e-ct·i-o-ri. 

"FUel SWi tching") and':-:Rate-D'esign: "'~' ';',~ : .:-:":::"." 

- ,', , •• : ,+-,.. " ~ " "! .. 1'" .--.,..." ,- ..... '~ , ", d._ 

..... ~,".'~'.--" .. , ..... 

- ~2 - -. 
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Evidence was concurrently rece:i"vea,~';o.n~·S--OCal~"~s'":'1>:i:tas:) PO:in·t?~t~~:)'~ 
~~.- .. ~~~~. ~-,-~--~~ 

offshore gas s.upply ~ro.jec'ij A.82-0.7-21'-and:--on-SoC'S;1~·'·~,:a:nriua1/~reV"iew:.:.:..;;...::·-:..::.:.::. '" ...... ~.. " ~ . - , :.1. ° ,',' _.. .' '., .. ,-,' ,....,. ,', ~, .'. ~ ~ <. '""" " ......... \~\ ~" . "\ ~ .......: ... ~'~ _ r;~ 

of the reas,onab,~eness of' gas pux:cha.ses~ .. 'Thes'e" m.a.tt·ers~ wi'll"b'e ~ 
.... ~ " '.,I "":". "': "-'. -:,:~, ,",: .:.,;. • " "",. ~~ T: .: __ ,', ~ ',:-'" .... .:; ~ t, ~.:,.~ t ;,~, '": -:: (~"': -J :~. ~"',"': ~ ~...; ,r'; 'r ~ :~-:: 

addressed in separate .decisions. . '. " .~.~ 
".' " .. ,., ... "T:'.,;.~ .. ,,:~,,:_ .... ~ '.:"" '--:-- 1"- r""", .. , ... , ":"-'''1"-;" , .... -.., .... :,"'A ,~'.' .... "'1'''~''7' 'V,"'\·' __ ."""~"'j.,...".-,n".~ 

Sin~~y _S,opal.'s .gener..~.1. .. ra:t~· cas'ed'ecision.,)n A.~6f081 wfllb~e- _ .... " 
__ . _ .... -,"..... ,,'" '.... _.,~ •. ~' .... : , .. : "',",-",:'::",":", .~"_:.:_:', .... '.:- ..... ,~ .. "7,~ .• :'"':;..: .. :' :",;{,'~7,{~-: 

issuedconcurr,ently wi:th .. :the.dec,isi.on in this proceeding, the:rate , ." 
" ,....' " _ .' , , ...'., .. :,~ ",:': :.; .• I"/~, ;:.: ": I,": ,_. :.:) ~:: :':. ,.~< ~,:'" ,0, ,~rj :... ~ .-: .. ~ :) ,-. ':~ ~ ,,:,,,~: 

design issues .related to, both proceedings were cons,o.lid.ated fO.r 
~ . ,\ , ... ', -1:.~' .' ..... ~ _' .. ". • _I· •• ' ....... ( ... ~ ••• _.;,.' '::(:0\: ', .... _ -::.:~ t·",:.~\'" ,"~0":·:',:~:'~~~~;::':' ,.,~~ 

hea:'ing.:. 'l.b.e r.at,e ,d,e,signs. ,su'b,mi_ty.~d in~ e,-:i,d~n"~.e. .. d.i..,d reflect this. ...: 
• • ... ~, • _~ -..J ",', I _ '. ... ... ,_ ., .... '.~~, " ', .. I, ~. ·~~:':~~"·'''1::' ~>::;::. ;·I:~"·." .. ,,;.-

treatment. 
Procedural Summary _, ". ' • . -.: '," ~._; : '.. :~ ':":'." : .... -> . '~: :':: ..: ::.~; ".~ ~" -'::~ ,~' j~l~~; "":' ~_" ~::. ~ '~~ <-:' ~,~ := 

P:Il~.l,ic. ~,e.ar:.i.ng o,n .. p'~ase, II was _h,eld i.n Los Angeles from . 
• ... "', '. w __ '" ~.,. ':'-' ... ~":":"':., ,: .. :--:", , •• ' ... -:"': .... "'"2 :"L·'",,:.:' ~:."':',:7 ',:: .. ~~':"'::~ .. :':~--'~"",-' 

Octobe:", 4 .. thr..ough 7, 1982 and in San Francisco l:ro.m October 12'" ' .. . 
• ,.' .,r>', ._,.. .' ,0-,.., .... '. '._.'" """~ ...... "j~, ... ,r .• ..., '-', ,,,h~",., ... ~ ...... ~.~,.~."..#T( ................ ,.. ...... ... 

t!l:'ough 22, '1~82 •. _pUr.tIle·r hearing on'Phase~IIi was·'.~:e·t comm:en'c·iT1S·· .. ,·· 'C': 

N ove=~e:-., .8,.,,1 982,. ~ ',,' ~: ':~"., .~ ~,~~.:~ .~,~ .. ,~,~ ~ .'. ~~' ~ ~~' ,.,,' ~ .~ ': ,~: .,.: ~~'" , .. ~~":' ~ ,'~ ~ (~ .'~ ~~.: 
_Ev:iden~~ ~as, :r)I:ese~te.d "on~~ha.lf' o:C'S6.C'~2; SDG&E.;"'tl'ie. - """ .~ 
._, •• I ". ~ "I' .. ~" , ..... :~.. . /-< ~. t"'-"-l''',' ,'"'"':r.,.,.. ... ....... "', ............. ~- .. ,..., '., 

Co~::ission staff', Los _Angeles ,Depa:r:tcient of Wa:ter and Power (tADWP)~' 
.. ; .' . . ",: _\ ," "~",,'_I ~ ...... i.., .,,..,,, _.{.-,'""'\ .......... _ .. , ... f",. , .. ·0,... ..... 

Consumers for. _Utili tyiate.:Equi t~ (CuRE), }lnd ~Southern c'aiifornia. .. '.' 
'. , 0-'" _." " .. ~,~"' ; '" '1,,: ......... ,,.- ':"1,:; _~~~:":"r::~ .... ~_:~,,/ ~:.~( 

Eeison Compa.ny (Edison).._ "_,~_~,,,,., '~(.~'~_" ~,~"'~. '\~ _.",.'.~' ...... ' 
Oral argument "was presented' on behalf of·SoCal,~~h.e .. . ..'" . 

• '~~~' ~.' ...... "': ~~._ of,;,:i· "-', I",: _.~, " ~. ,,~ "':; ~,",:::,,.,,. ,"':- ,:- - " ,' •• ~ 

COI:lI:lission staff ,SDG&E, ~ TURN, _.Edison, ,Ammonia-·l"r·o·ducer·s-;-·Gene"tal-...:...:,..:·..:....: . ..:.:.:~; 
• ,. ,".. ... : '. ,,,,, " \. ', .. _, " ~ .... : .',:' , ...... ".Jo~ ;/~.'\"" ,'" ···'-I:~· :-::.,; :.":'~:' 

Moto:"s Corporation., ... Monsan~o Corpora:tion, Union Carbide Corp~ra.tion 
, .' ", ':'. , ... , ...... ~~~'I .... · •.• , .. -", ...... ,_~ ": ........ , ..... , .•. ~' l·r~'" ~ .• -

(GMC), ·California'Manufa.cturers Assoc'iation' (CMA');: CURE',' aria -the ' .... 
California Department ofCons~~~s':A:f"f~i~~ (Coni~e~~:Affai;~)~"~;"" ' .. ""'-' 

'. - . .,-, " ~.', .. ,~ ,~'_' ".4.·~·· ''':" ",:' .. - ;~"'l-',~;: , .• -::' ~ ... '.~:',." ~~ 

. " A_full, day o:r.public witness testimony was heard wi t,h . 
.... " " • -.. __ • ' .. " •• " ,... ~ ...... ,...,.... ."',...,." ,"""'~ "" ~ "oil. '"' , ..... _'P 

apP:"oximately tOO:peopi~·,in .. a.:t~endanc~~ . A" summary"'oi' the :publiC, .:"'. 
witne~s'te~timo;y is\3~tiorth' in s6cai';~ ge;~~~1\~~t~"6as'~~(A:61681)' '.' 

. ~ ... ': '..- '" .. , ' ~-- .. , 1 - _... r' " ~~ .. ', .. _ ~ _ ,... "'""I ................ ..., I:'.. . r .. ..., ~ .. ", 

deCision which, is being" issued concurrently."" ,,~, .......... , ---,,- A • '.. ' 

'.-, -,_.'." ~ •• "'~ '._ .. ~ )_~ .. ~ ., .. ~ro ",-:".: ,~,J::_:':~ ·~M~.~.8 '"~0 "">,:,~~,~,.:...~(.:;~ 

....... '"- .~ .... ~ 
" .... 'I ~.~ ,-~ - ,- . ..". ..... .. ~" ,,- - ,;,,..... ". . . ~,. .. " .... ' 

... , - ....... " ..... --::--
, , •• -'.- ..... j 
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A.82-09-12, A.82-09-21 ALJ/rr ,,",,:, ' .. " ~ \, - .... t 

.,' " .' ........ . 

Posi tion-.of:: California· 'ManutaC'tur-er.s·, ~ ., ..... ' - - ""~-." ~. " ... - C\8 f':':';;.: ':::: e Carpeting Assoeiation ~'" , .. "",, .. '''''' ._-. ~ 
. -.~, .... -' ".. \ ..... -~ ....... ,-(":'::: ,; _I~,..(.,·.I"',-.- ... ~,. __ .. _.,~.-" ".,.\.,.. .'"''\,.. ..... , .... :..-' .... p.''\. ..... 

Frank. y. Celiberti ,·re~resenting· t'he 'We'st"er'nDy'e':rngtC"" ........... ~ ~.' 
'" '",," -' ...... ' ,-""'" • -'" ". ". c', .'. t': ," ,"'0- <" ...,-, .'~ ,'". ,",.,.. '\. -. "", .-. _, ,,",,,I" .......... , .. , ..., oft ,.r •• 't,. _ /_""';" ':' .... ,_ 

Finishing Cor'poration' and the California. Manu1"actur"ersJ

' Ca:rp"et'i'n;'g'''~'' . ,.~-.' 
Assoeiati.on, st.ated that beeause of the tr·~m"e:rfd:~i~<in·dre-a.s:e<in~·:g~s:<:'::·::-:: ;:'j~,; 

," _ ,,''-'' ~" • -', :".: --:;':.' "' . :',..' ':,:-':,~ :.:' ..... ' .. ;.-, .... , ",' ",'"':.f"\,~."? '~I"""""~~: 
rates during the las.t , 8 months, several carpetdyein"g C'o'mpanles were 

:. " . ~ ....' ,.... ": '. . ' " T,...,_.... . ".... --"'- '" " r-r ,'" • -' '.'" "';"~ ,"j~' .... .... ... ,_ :. ... ,"' ...... ,. ....... _ ... ' .. r! .... : .. "'"'" ~'" ~ .. "', ~~ " 

!"o:-ced to elose t'heir doo'rs or move- out- o'£' Callforn:ra.'-As· '8: 'r'esu'lt ~ .. ~ '.' '-
,,":,'. '- _-, -,:'" -.' -.,' • .,. .. r" \ .... ',. > -.,....:. ,\",,~, ... .-. ........ ' .... ,..~'~~ .... ..: "..._ ::",," .... "'. '~""""" ........ ~,."",'~ .. t!'"",\ ' ........ (' ... _.:;:.. 

he estimated that,.5' ,-500 jobs were' l'o·s·t •. 'Ke' sa.rd- tnat ·gas·was· :\lsed:' t·o' 4':': .) 
• _ .-.• r ..... ~ ., .j.... ,~ ... ':, .... "",', ,_ ,~. ,.', ,,'~ .... _ ' ........ . _t., .. ,,~ ' ......... ~,~' : ....... .:.) \"\ j_" -+ , .... _ L"\":fPI. ,..... "' ~_ ... ,~._ .. 

boil water for dyeing c"arpet's arid hfseomp"any'ba'd":a"'gas -bill 'ot:' ab'out' .~ .. ,,':": 
$120,000 per month. .~~0~;:S~~ 

....... _("I_,....~ . .., .... ,'-w...,-,~~(.:.,~""_.":'" 
Celibe.rti urge,d the Commission not to pass on..:an~m:o:r-e=-· -' ':::~~'-' ~ 

~ - ".. • ~, ......... 1'1 "", -" ~ ,; ... ... ,'" '.. .-,~ • ",~, -.l ',~ .....,,... ... I'V :. ... ' ,"',..; ,,:,.. ~ ('01, •• \ .... 

increases to, .the industrial 6us'tomers~' ,. He': n'o'te'd' th'at" Ca,ll':f"o'r'rira. was 
, ,.! _ -'.~ . -'," ," - ,"",,'.: ...... ,." ..,.:~ \·-"','1 (~,.:-~;J 110 .- ~ ... !, ""':..,. ... ,/:!. " ...... ,-"' .... "', ........ "'.I~ 

the sixth largest textile ~,t.a:te in ',t'he ~ouritr1 an'd wa.s rap'i"dli 'losl'n'g ,:, . ..; 
, '. • ..... ""' , ."~ ,., ~ ..., d • ":, --.. '" "'I' CO" ~ "" .., ( ..... ' '1 -.: .... ~ ... '~:.. ,.". • -~;:. ,'" <=;:) ~ L~ .,:" to! T",' ... ,,.., _ ..... ~. 

its position. He sa.id tha.t -if the 'present 'rat'e 'o1"':i:ncreas'es' .............. '. 
'~':',O" '7:' .... RI'-f"_, .... I.'.""~ ... 

continue.d he .'would have ~o, al ternat.i ve but to close down 'h'ls :plant's;"~" -" 
... ' " ..... ,- .....,' ...... • ..J .. -, ,"I - c., ,",' - I""f' • ~ \. ~ ,.~~,~" '1 "" .~. ~ ~ 

lie noted, that there 'were '; ,so.o em:ployees in ~his":plarit's andestrmated 
V' ." •• _ 'Pr \'~"" _~'-~ .'~ ..... :', • .., .. "' ... "-:"'._-, ...... , - -', -, ......... ~ .--.,-, .... ~".-'-, ... , ..... -~.,i .... ~' .. ~."" .. ~ .... ,,..., that plant closure could affect a total of" 2 :OOOj\obs'~ .,' ... -,~' '.' ~ ~ ..... ,,/ 

.: . r. ".' . ~ .. ~ ",:,', -~ '''" "1 "'.-:" 0 .,.~ , •• , :''':' i", , __ .. ._.; ....... '...: , ......... ,. ' __ lrJ...... _ ""' .... ., ~. _ ", "'", •. _ .... ,,,,,,- f""I 

We will consider Ce1:tberti"s' coneerl'lS . a19:~~~~~~ "the - .. ~ .. ~: ,:~::;. e 
conce:-ns of SoCal:s other customers. . , ,," .. , ,... .,:t",:'~''':::'~, '. '" , " 

A::lo:-tization of :sala~6irig Aci;burit:' ,,·,'r~· '; ,~,'~~" .. :" ~,~~.~ -~', .. ~ -: '., . . 
• ' , _. ".. .. ,,' • '. . .. , ., . 'I R " .', ..~ \, ... _ ... , .'. ' ........ , .' •• " .' , __ ,...,. -'"\ '~ The updated .revenue :t:eo..uirementbased' on'-the f1nar tar!:ffs .. ,~\. . 

•• -- -.... • •• ' . ' c '." : ~ ,""" , ..... _ -... ." ,,~. _ ,"" _.~ ~ <: ,":. r.~ .... ~.: .", -.~. "' .: .... ,""" ~.~ ' ... 0 ' ...... ,", - .... ,,.....~. _ .... n. .,-' ..,. 0 .... !" .,,'" 

:'iled by El.:Faso and"Transwestern under a Federal' Energy Regulatory'~' ~ ~ .. 
• : ,'" ~ (.' ,. ,': "" ...... " '~"';'." ~ .... ,)....-, ,~.".., .... # .... ,,~ • ...,. .. ,,~,. ,,, ... ""-,,,"'" ".. ~,~~ " ....... ,'.~\' 

Com:ission Order (PERC) is set forth in Exhibit SS:" .... . .... ~-" . ." . ,~", 
.. . , .. , .... ~ '.: . -~ ,', ... ~, . -" .. , ' " •.. .' ,,"~ _" ., .. '~ - - ~ " .... ,", ~ ~''''r, ....... ~rj'.~,,.~_ .-'_/~,:··" '""- ...... _, ... / .... " ... ,', .... 

It will be noted from the following' table that' amortizing- ~- .... , 
., -" ,"'; ,. -. " ",,,-' ~...., -., ....... - > ,', ~I" ·'Y, .. _ ." "'_ ........ "'''1'''' "''',_ "'\ ,. J-'."t" .. I 

the CA}! balaneing a.ccount" using a6";'month amortization" rate-results 
'. ";." . ' .. , "'. ..... '~.... ..) • I ') ~...... '................~.. ., ...... ...., .. ~~. I .... ''''1'' ..... ,. .... c ...... :. -or ...... , .......... " 

in an. a.c.c.i tiona1' revenue .. r'eciu'irement' of' app'roximatelY'$99:0 mil1ion',,;'-' '. "." 
". • .-.... '--, -','-'_ '.' (.: ,~: • 0 ; ... ~_",,\w ........ ,:1, .. " ...... , ... I"r"'_;.. ..... ,.-.-' •. ~ ",...,._ ....... 

Use o"! a 12-month amortization rate' shows" a revenue~requ1rement' .. " ."-'; .. ,..:." 
.. ',~ • , ... ,.. ... : ~ ...... "..., .... , ,'. . r" "~, ..... '. """ 'n ,.,'" ,:.. ,...:,. '" ,~,""~ : .. ~:~ J.., :''''''''''.''\.' 

reduetion 01" $'45.2 million for·the :period~ 'The'issue'~"'ther'e:f'ore~'is'~-'" 

whether a 6-month amortization rate or a 12-month amortization rate 
should be used 

SoCal reo..uested a 6-month amortization rate. Statf 
recommended a. 12-month amortization rate. Staff's recommendation was 
supported by TURN, CURE, GMC, and CMA. 
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A.82-09-12, A.82-09-21 ALJ!rr!jn .. ~~ "./ , '"':. ~. ,' .... , '. { .... ~ .'''', - .-""'" ~ 
" ::-.... , - ',-, ..... - .~. ;:.- .. I"~ 

• •• • • • : .: 
• • , . 
• : 

. ~ 
e 

." -" -...... -:' .. ; • - • • e 

- H • , OI. e . He 

Cost of G-as Pur'chased . v::: ,":' ~~ >: c:: .~, :<: .f;023';:5S¢ c.: :::,,::;. ;~4;.:O·2};, '584)0 ~ 
• r ,.. "'1.\""." _ ................ !"" ........... " --....,..... .: ..... O"\.... , .... Carryln'gCost of Storage Inven"'tory:~: I', :Y':' • '::~:::~:-> ;;: t.;Z41 ':,,' -:~:Ji~ .• 1.> 2,241 

CAl-I :Balan;'; .' " , ", -"', ,- "'~~"',' -, ') ~ -., :: .. ' -: ,-, :;',;08' ,~6:6:4<~ '.-,,:;~ 0 ~1~6·,.:9:7..o '~;'" 

Subtotal _ ':4=~:3Q:4=,;~8.?~_L~_:~.? ~4,,_!:~2,;7-.ge :~~ 

Pr2.."'lchise '"Fees 8: '1Jncollect'i'ble 'ExP'ens:e'-' ~ "':,74:,87.8 .~~:. ';' ~ r.x::: 72',.4;,)1 
Gas"Ma;~iri ' ,,' . ,,' -.',~:,:,:":::~:;- >::' :-.~<' --: .. ,',::' ~7S:2·,~'PP.8.,:·.- '''--;::'' -:o752';1:~~:'. 

Re~e;~;'R~qui~~ment ,:" -:> ,~:' ,.. ,,:~~ .:'-",:" 5~:':6:1:'~;'55 .":? ~ ;5;0'1:'7,·;:A:'·7:--:.::: 
Revenue -;..( P~e~ent'':Rate~ ::"Incluaing:::: ':,~-,,;,:.,,~ .. ~:~~:: ,: :.:i~',..' :'''':--:-:7 • -:'Y;"',,':':-: 

"l:'xc'han' ge·,Revenue' .... - '" - " .. -, . ,. . ' .. ,' - ,,5 062' 1:.89*** - 5 0~2' 1: 0 0*** 
aJ ' "c' '..i.~ . •• '. ",', ~"'":,-': ... _. _ .::: l.' t .. I.~., ~:>:'.~ ::-.. ,,-.,_...:'".~ ~"~:~:".'~8 

Ac.c i tional:Revenues t Required. :'" '. '.: -:; ",': ,: ,;., ,-:" ,,- 98~966" '. ;, 'Y,-. ~ ;, '. (45,,17'2) ..: 
:- ':""'~' ". ~ (Red: Fi~re") ."< .-~, -,~_ -. ',-",-: '" " ""-":~~i':'"' ','~"~'~ 

**. 

• ' '.... .< ". " '., • ..... ... ':", ," • \~ ..,} ...... :--: •• -':",j 

.~ .. - .-. • > ... ,'. • • , ~, ,," '" • 

Revenue req,uirer:ent based""on . the'est'imated D,ecembel';;'3:1..,1982'" CAM;..' -, 
bal'anein:g: 'account-: undercolle.ct-io,n.' :'bala:nc:e~of, $1,,6,6 ",9,7.3 ".000 
annual,iz-ed to e:f'fe,ct-, p. six~montha.mortiza:tion 01" that " balance-" "'.,'.. .',' ':, .. : ~ .. -; -:," .'~:, .. ,:C'>; ':":~~~""">~.,:, ,".,', 

Re~'~"~1l~e"req1l::treme"nt:'base(f on' a;', ·12~m:ontn: am'O:r:t~iz'a:ti'on-: .of~'the" .":):"',,; 
estimated December ~.1-',.1:982 CAM-'palanc'i:ng ,ac.:.~o~t~:~a~,~~"e •. ::-. <' : , .... :~:_' 

Includes Exchange Revenue of> ~$8 r641A"OOO ,:.excl.udes.,Gas" " .. r ... , ,':, _ '" 

Expl orati on ,and. D eve l .. opmen t"'A"c-eount~t(TED'k ).:;:-re,ve'nue----an-d-.""CCA~~: :,,:_'-' ':".::, 
Revenue. .'. -. '" . ":; .. "" . , ,':: ., ":' '~' .~: ',: '.'.:: ~ .. '.~') '\:: 

. , . ,I -' .. "' ... or ,-, .', ',..,.' • ",:,,,-, . '., • , ;. 

SoC.al witness Jack M': Smith" and' staif' wit:n:e~;;rs~ D~;ai~-:: L'':':~ ': "; 
King ag~~ed .that' "a,6-mo~'th "~o;tiz~t{~·n:\;,.f~:. is":"i;a:st"~c-;sny-;tO:'th"e'~' ~8 

• -'., _ ~~ ,-: ." .. _.' .. ~, ...... -","_ .. - -- '-l .... . ... ,....,.'-- r ... 1:;' .... ,. ~:"IC . ...., ...... '.,. .. _, ....... ~, 

ratepayer-. ~They a.lsoagr,e.ed" that in ad,ditio'ri t'o increas"ed" "c'ost ; a:~t'2--' 
. , .. - ~. ... '. -..... _.: ; , . " ,7 :.: I'", ~" : ():~: .,: 11-' "."" I .... ! ... ~ ;.. ,II, '''': ,"'\ .. ..., :. ~ ... - ~ (.. ~...,' ..., 

month ",amorti,zation . rate r,may: ~res1ll ti.n future custo'm'e'rs'''paying f-or -gas" 
" • • .' _. ...... ", j ... • _" •• _. ,~ ,'. .... ,~ • I'~ , ... """'I ~ ........ ",. ......... ~,.. .. {....... ...... • 

consumed 'by .e~sting,.cU$tomers~.:.:"· '"' '. " .-~ ... ;) .. ;;,~J I.,<::"~ ,~-::. ::~.;~ -::~c,':.: 
• _. ~ - .... ' _. , ... .. .~. , u & •• ~ : ".~ :: .~~ "-'.::: .... - ;''', .: - '1": ..... ~ ,':\ '.:- ~.~ ~ , . . . - ~ .. - '::'~"::;'>,":~,",:':';~ 
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A.82-0~-12, A.82-0~-21 ALJ/rr/vdl .. 

However, ~, lei ng :1i~s!-i'fie,d'~:1?p.~~:· ·YE:er,~ ,: ~~'~::~~ e~~~~~ ~1:~g e 
circumstances which justi:ri·ed, ·a>r2.::-lIiorit:h~~ amoirt:£z'a:.'ti:-on:::::r.ate. 'He noted 
that recent rate increases ha.ve been:'v~~Y<J.arge and since we are 
enteringthe'~ ~n~:~r' 'sea.so·Ii",.: a. 12-month amortization rate would ease 
the :bllrden-:~h·n~-:thir·a:t~;:aye:r:.·. 'He further noted that the 12-month . 

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

amortization rat'e-"would-onl"y remain in effect for three ··:mo,n.ths until 
SoCa1"sneX't CAM pro:e:eed'ing. in April 1983""~",!,,_,,,:- _.~" , .. ~ ... _,~,.. 

. '. We agree w.ith staff. :Secause-~o.t:,the· spe,~:i~i C.i,;cU;st~anc.es'~-"·: .• ' . d . '. ", ,J .... , .. ..,} ~J ..... -.\.) .. -..:V '" -~ ... --:- .... T,,--: -::: \." 
wew:i'll"a:oopt a 12";'month"amortization rate for this proceeding. -.': , ..... 

• , .~J .~ r'" c:" ;,;..:. ,',,'\ , •. 1 

Ealancfrig ,Account Ad'jus,tment r'~ .... ~ ~.- •• ';C' 
.... '" ,,1'1 "'A." .," 

. ':, '.~ Exhibit 5$,-·.page;, show.s-.an. ... est.imat.ed.CA!1~balancin.g .. , .-
,. .~ .. -. . _ -.' _" _'_ .",1, ........ ,,' .. './ _ •• ;"_1 ,J -... r'~',",:':: "',":).:i.:·''':":.-

account ":for the end'~·of.December 1982 of approximately ~167.0 mi.llio,n 
:: ... "'." - :,.:j'~ .. ~::~ ~ 

und·ercollection.. Stai'f'" is ~generally in agreement with _ ~his "est.imate; _ 
,~ •. J.),:, ' ~ "' ......... 1'_1 ,-... ~~.' :'.;r·.\'/". :.'"',.. 

however, there was a difference of opinion ··whether. a.n~adjustment 
• • •• *.- .......... , '.w •• ' • .' , "".' "",'" t • ',1 ." \" ~--'F:~ .', ".~ ..... , ......... .' .::-

shouldbe'made for"'the:~~14:~9 million gas cost disallowan;e?:"';'bich,~ha.d'·" 
be~~ 'st~y.ed pending- the' rehearing ordered in':' D ~82-09-110~·."'- S'oCal: 1.-::::~: .'\ 
argued that it is inappropriate to" ad just.' the CAM account. for the 
~14'~9 million~'~~t~l. ::h_~ C.ommiss:i.on., issued:,a,: ~~n,a:~.:,:~.r.~:[.~,".",:, ':, ~::,:,.,,: . .::: e 

We see' no re3."son~ why the" r'evenu'e: -r-e·q;'Iliremen..-t'.:con'Si·(le.red-i·,in 
this proceeding Sh;~ld- no,tr b~ :~~du'C:~a': by: s14'~<?:-liii110n: ;lrow~ver"':: the 

• t ..... J"w" -' ,':" 

recorded i"igures on: SoCal '~books: ne.ed., ,not, "retle,ct~ .t.M.s a.djustme~t 
,....... ... ... ' _.." , , • ." ~ • ~ .' .,. 'I I ~ •• ::- I .... , ~,' ~ .~ (," ',/ j~"! .... , V'r .... 

until the' Co:nmission- -d:oes 'i'ssue a fln'a:J. 'c)r"d'e:r: .. ';' .. -.:'-.,,~,." "','" ,'-- - .. ,' . . ,-. '" ", '.- ..... "', 

Gas SU;p'Oly and' Und·ergTound· 'Storage 'Plan::' ,: .' <-~~, ... :: :.:.~~ .,':) ;.''::::< -- ... 
:Because of pr'ice diff'ere·nces,· 'tl';e~t'~k'e~:' of, gas~ i"I:.~m~ ~1'l,~ 

10 ._' .... , .j •• 1 .... 

V8.:-10US supply. sour~c.es and the under.ground storage operation have a 
sig."li!ica.ntimp.act~.o,n ~thefo'rec'ast':p~;iOd' ~ev~nu·e;·r·eq,i:i:i~e~ent .. 
SoCal wi tn~ss Poci.no·.tes:t:iii"ed tha:t'd~;irig "the "Cm::fore-cas"'t :'p'er£o,o. ' .~,:.:: 
the .0nly.discr,e,tiona:!"Y, ga~ :S~C~i~eiPe~ts"t6 pur:c'hase' 'wi~ll-::be 'Pitas':":'"'-: 

. . - "', ' ' ." . " - ~':"'.:'''' . ....,' - , ~ '..... ~ .. _. ,- .... , - ,~"":,.... . ~ '. -.. _. ...... ' .. 
Point and El Paso discretionary volumes~' ~h'efore'cast -o:f""Pan'v:k"l"be-rt:a>:' 

• - ..... ,...., ........ ~ ,... " 6 .~ .... ... • ...... .. ... .-,: ' 

purchases is for the miniI!lum annual contractua:t"'obligatton.~· .: ':':;::';';;::-.:"':,:: ~ 

-_ 6·:-_ 



A.82-09-12? A.82-09-21 ALJ/rr 

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

Pocino!s testimony als'O: cov'er'e'dt"he' ~com:pa.ny'f's·-re·'iised-' j" .. ' ..••. " . 

.."...., "'~ ,""', - ." .. , " - r. I"~ .. , \-. .'" ," ~ ,.... ,Y,!"V" ..... ~ -+ ,'~ ,-.:~ ,~, '''', .... I," ~,. ~ '".,...;.. f") f~. ~ No ,,.., ..:,.., ... ,"-l ." ... ~ " _ .' ~., "', 

storage operation 'J)lan~ . Ac'cordin'g t'6 'P'oeirio; a: 'comb~ln'a:t:rori' "of' '"' ,~ .. -" ",,' 
factors; nam~lY: 'i~p'r~:v~d:~st'~';~ge'-:fie:ld':d:~'li ';~i~~iiit;;~i;;';; g~~~"'~ :::. ,.~';:.~ 

..... "'" '. ,,," '," '~.-

supply availability and lower :projected cold-year gas requ1rements~''--'--'-'" 
, ' . "," _. . '-. ,,"" .' ... , .' . ~ "..' ,-. _ ........ '..... ".. ~ ., -' .... "::' ~....... .._ .... ,\. ~" ... " ~. "': r'""I 

allows P~GS and. ·SoCal. to mak'e signi'fi'cant' cos"t·.;;'e-'f'fec·tive' cllanges in 
planned s-to;a'ge op;rat'ions:." ," .':; '< - ~.':; -: ,,:.: :::.::.:: ,,:0: -::.~'." .-:'::-::J-:"~ 

'" -~' .. , .... :: ':: .....,..." ~ '. ,,~ .. ...-,; " ........ ~ -.. ,,', 

The principal elements of SoCal's revise'd' 's't6rae~ plan'ar'e:"" .-
.~. , ..... ~ ~ f:!' I'~ • ,. ; ,.oj .. ! ........ '""f _ "\'" f" ;, 

(1) greater. vit.hdrawals,of ga.s fro.m .,st,orage for the-:-l-ast:--tbfee-::montiis~:'·':'~':: 
, ~ .. """ .- J'~ • " ,f.... '. ., .... _ • . .. , ,', .... I" ", , .... ,~ .-- ._ ~ .. It. ~.. ,..,' , • .' v r:. 

of 1982, vi th .comme:nsur~te ·.·redu~~.ions'o:r"pur,ch.asecr ··gas an(' (2-Y-' . 
, . . ,,'. '. ... .-'. '": .. ' ,. \ '.:"':' .-; .. ~ ,J; l.::" ~.: '~"', ~.: ~~' ",::,~,: ., .• ~;.;: ;",",: -= .. ~ ::. .:. 

advancement of the storage injection period b~ one month in order to 
~ill storage reservo'frs ':prior ':'to su:ppliers' October 1 Purchased Gas 
Aejus~ment (~~~2:'in:cre·ase~~~~.; .. 

The .new operating~p1an, Pocino noted, provides that a1l:<""~c:,,,<: 

rese::-voirs will-be full by .. ea.rly September 1982. Wi thdrawa~~'J .:: '.~:';: ,:. ~' 

bE-ginning in OctobE-r will reduce gas in storag~. ~o~?? ~ct;r::b:V:2;::: .. .:: :.": ':: ~. . c;' 
December ;1, 1982, compared to the previous ~ear-ena:;::target;'of ..:fOO 
:Sci'. Pan Alberta and Transwestern purchases will be m:i:nimized':to,:;the 
extent possible 'under existing contracts during October., :'November·;.2 -
ane Decem-:'er 1982 followed by cutbacks in El Paso purcliasesCas.::;:·,· .. ~ 

• • ' -# • , ....... 1', ...... : ~ .... "': ".~ ..,. ~ , ...... ~. :::' 

necessary to maintain the withdrawal schedule. Accordin~Cto~Poc:rno 
..... ", ..... - ",. ,". "," ~-I" ,r,.. ,- ,'~) <_ " ~_v ,.. ... ,,-.. ,. ,""1 .. .r:: 

these changes in operating :practices will "benefit"ra.tep'a.yers~by- . n • 

,-, . _ :".:'" • ,",:' .. ~,. ~\'.: .;'", '"""':: ;"' -. , ' ... , -:; t.\ :.\ :. .. " ..... ,. ,"" 

reducing the,' cost of gas purchased durin.g~: ~he. ;~tt~r.cm~~t~s-: ~.f.;}982 

by approximately ~40 million below the cost associated with the 
" ,~. ..... '..;.,,~ + • ....~, " ... , T. .'~ ..... ", .. , • ~')."'\ '......,. •• , ~ .. 1"\ ; .... !. /, ..... r r" 

previous year-end storage' obJect'ive:'" , ,,-~. '..... "' ~ 

'II- _ ", 

~ocin6:furth~r 'te~tifi~d th~t duri~g'1983;: a~d:io;::·th~ ~~xt: :>:<:: 
. " . ,-...., .' . ...- ......... ,,' -, ...... L (.'I~""' · .. ·t·r- ...... "L o " , ' ''",-, ...... '.;. ...... , ". • .. j.,.~".I-~,1 ....... ("1_ ...... " .. ~ ......... \_.lIL\_ 

several years the storage inj e'ction - period vi11 be' ad van:eed Jby' one"" . ': . 
month (A.pril through September) to fill storage to a target 1eve1::o:r>'<;';"; 

... :. ,~. ',' o. ".1,. ,.' : ~r '," .: _,," I, -.: ....... , - ., ...... ,_ .......... ,_~\_~ .... ~ "".",~. "',-.;0 ."\ .• /"" 

121 • 5.:Scf each y.ear befor'e El Paso and Tra.nswes·tern~'PCTA ~ rate' , .. 
, ~: '" ,~ .. ~,:. i"'""~ :,~" •.• ' ".'" :": ·"~l,~·.:,· .. !";. :.:.~~ '"':-:,-\._:,:'.':':';'.:;:~'~ ~~?: ~ ,)~.:,.~::;::~: 

", .. ~ _ "_." .... k'l"o'II . . . "( .......,..... \, .. ~. \ 
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A.82-09-12, A.82-09-21 ALJ/rr - - '\ ; .... I 
~ '. _, o.,l~ rio. 

Propane " ,,' ';'" ::0":: • - ': :):'". ':. <: ,::" ·:53:0':::- ~~-:: ':1(::: "','64., !:':.' 
No 2 Fu61 O~l- .... .':.'':. ;"--:-.' . ".:' ,:,::'.:"\-:-:<':~ ' .. ·~67 r:r" ~'., .... "·..!7~·~1:'~· ..,-.,-.. ,-,\~,~ .. 

• -.;;;;.. _ .~ -'0- • -.It ~ ...... _-..#W .... -,' -I- """I." '. ... ,-'. .. ,~"', I 

No.6 ResiduaJ:.:'FUel Oi1:0.25~-::·· -:-: .>'-:- .':;;.->',,,,:, ::':'.:-"1,' -:,:,c;'(),;~JJ ~::: .';!.;,,;.':;':;::2:~c-,s 

.. , ,""' Sulf'ur",Maximum c:! _ ': .", T-, •. :' .... '.q/ .. , - --: ' ~. ~r ',: .,~ '".", ':~~, "':':: ~\ ~ • S>:"'~ ,J> I''':~ :(;\ I'::~ ::::'> ~ \-'):: 

-·Contrac:t:price . -; · .. h ' .• ';-'::~.~:-: -:,,;.:.; 5·1.-:Q:~,,:',; :.,":'.?·..5~ .. 5·: ..... :-:.::.C:: '.~.= 

- Spot':'market,pri'ce~~ ~ .. ::>',. _ ';.:-:",,',:, :-;,:):.:' ': ~O ... qix·_.' :,::,,,:,~.55:Q''::~.:::i:>~~:-:':::'';c, 

No. 
6 ~~~~~~~~_.~;;~~~;:,.~.~5~. :~~. ". ;~'::':~·~_>·~::~~~.:,6::\·~:~- ~.:.~ _.:~;~o::·~~~~~·.·.,= ,~:~:~ 
6 Fuel Oil Rig}? Sulfur., MaXimum:" . -- J - .. ., .-', .. -, '." J"~ ' .. 

out~g~~~!~. g i~~;~ ~~; ; ~~A~~)' ~ ". :;:~', ~ ,'~ ~' ~ ~~:~' ~ ': ~~ : :.,' : ~ 

No. 

...... '-', c "f'" ...... -- I. '7' ~ ~ .- ..-, ... I ........ ," .. ,~ ,"~ ro""... ,....,..__ ~ "" .• ., 

The above prices· a.re based on' the . traditional sources -which--' ',' 
•. \','~"-' ... ;:.:.. -.)~._,:::-:,:~",,~~ .~;~'~I_"":.··~·'~t· ~::~:;.:, ~::.~ 

SoCal.and s1ia!!_used in.the :past.. In_addi:tion,. Lorenz ,considered . 
, • ~ .1, • : ~ ,., •• ' ~. ". , .. ~. . ... ~., _. :~ "", • :~ '::J:'" ~' :', '.:" ..... ; ~.:. c ~ ... .:. ":'>~ I-

reports. from. SoCal.' S '" cus:tomers on. prices. that were paid and offers 
,_ '.' • '~ •.• , I • '._ ~ ~.... .~ ' .. ,; •• .' .~_~ :~ c ... :" ...... ", ;'.,. ~ ... : ,,~. ::", _ -.:. :'" ".: ~' ,,,,,! ' ':: :.~ -:' .:" '> .. / .~. ..,,.. ,", 'J ,"", ~.: 

received. ." 
.1 ~ . • .... .'- ~' l-"'. ' •• ".'" :: '. ~ ..... ~<.:: ,'" 7 I'~ :-: -: :., 0 _ :: ,'" _'" -: '"':" ~. .": .~. ~'": :-:<:: 

The pr.iees.L9.renz presented for alternat.ive fuels .did .no~ ~ _ 
include a 5~ ~djUstment 'to re:rle~t a:~ high:~~ c·~mb;:-sti6n-:~'ff.f~ie(~cY-; Of:' -. ~ 
oil relative to gas. The natural gas equivalent adjustment 

- 8 - ,_ 
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• • \ -' 1.. .. ~ ... 

previously included·, by:Soqal ,was .dropped. in .. ordex:: ~ to .. ,simplify-
• •• • "~' .. ~ • _ _ J.. .... I.. '... '.... ~ ..... • • ... ..... 

comparison. between the.; utility. and staff oil_price data.,. ".How:eyer,. , 
....... ' '," ~ "- .".", .,,-, '~.p.4\ ~ , .... :. ~". '.: .. ~~"'J~ 

SoCa1·continues, to;~b.el:f;eve .t~a~, many large ,gas cus:tomer~-,and" .: -"~_-: ~.~ 
" .I _ ~. • _ ",' .... _ ., .... , ... "",t... '.' ... + ,'.,J ,~. V '.... ~. _, 

particularly,ut1li-:ty-: electric· -generation.. customers take~,:the.,5~.~. '-... __ _ 
...... ~, .. ,;". .. ~ ••• "I"';", .... ~ .. ~ ..... ,...:.# ......... ,.;) ... ' . .'"::'_ .... 

efficiency. a.dvanta.ge· of, oil" oyer, gas; into _. acco:tln.t, when c,ompar1ng.., .... ~'.,." ,: 
. ,. '. . .• '.oJ ' .. .' . . . .,-' .. '"', I .. " . ,} ~ '_' t. .";'" .,,' 

alternative, fuel ~ ,p-ri~.es.-.c'.: .. ,,', • "'" ,~ .. ;:-: ': :' ,.<: ~: ~J ":~: •• -~. ~...; ~ :.:- ~:: ;.,;-c· ,", ~'. t ~ .. ~"~:I ''/ ~:... .~:~ 

:rbe. rec()rd: is... not, ade~uatet.o: d~termine~. hOw_. mu.ch. w.ei,gl:l:t, .. tlfe ... , . 
• '.. "'"'' ".... .. ~... .._,...... '. -. • ",,'J _ ,.' • ' .... ' •• _! _ .' ", .'." 

el~ct!"ic gene-rati'on: 'cus~omBrs,.assign .. to .the .. higher ~ combus:t.ion.:, (,..'.j. ~', 
-< ',.1' ' .. r. • '., ... '. '.' >,.. ",,' -"I· ..... ..I',~. :, '. ~ ..... \""'. 

effic-iency ¢~ oil· as_ compar..ed to, gas,.. when .evaluat.ing" .alterna.tive. " ."., _., 
• • • .... '.. ~" ,.' ,,_ • c '"'" , •• ' '" .; ~... ,'"'' .. .. • 

fuel p!"iees •. , We will· expe~t: Ed.is.on a.nd~,L.AD,W~,.;~~o," .p~o:v:.ide .~.u.r~~e.r~.. _, '. ~ ~ 

testimony· on.. .this ,q,uBs~ion,in, .soc,al ts~ Ap.ril-1:983, ,CAM.,,:p.roceea.ing:., .'. ' .h, .. _ . .. '- .... , '. '.". ~, , . . ~ ... - ~ , '. 

!:l. s'W:lmary " ·th~ testimo·ny· o;e the o·ther .. w.;~ tnesses,.. .. inc.l,ud.ing" ,_ , 
staff Exh·i1>it ·'-6,s.uppo:-te~ the· range ot .. :price~\_~.r.e~~nt~.d:.~bi,._s"oCa.l.:. ~ : .. 

. . t.,.~.. '_. " ..... , " {. ," " .... ' •. ' ...... _-' \,.~ _ & .t., '" '_.' 

~.. ., , . . . d t"" . . ... t." t "eVl. ...... _ eons le:r .u.'B'Seyrlc,e:s.ln s~'" :.:ng, ,r.~.~,~., '." :: .~ '; ,_ _ ",~ .,'_.. ~,',,,.., 
-" - , •• ' •• '" •• ", ,. ,.... - •• - ~.~... T 

Fuel Switchin,t; .. 
'·On. the' eu'b-j-eet· of :f'uel··sw.i:t:ching.,~: ,SoCa~ pt:~~eIl;~~e'.d ,.~,~ree 

witnesses: Roy M. Rawlings, John K. Peterson, and .~,a~i,~:.~::;l~~e:s~~_, .. :"". ~ 
:rhe staft' position was' .present.e·dby, Dona.1dL, ... King ... ,.",.", "_"'~' 

, , ,,,,, ,~ - ".. , .. ,. '-' ~) 
- .R'3.wlin.gsdesc-r,i bed ,:theext~nt ~o ~ ~~~c.:h: :C~~tOlll~.,~~ :"i;~, ~s09a.~, t:~.:: 

se~vice -terri toryha:ve 'swi tched ·,·to ·the .~use".ot "alter:nat.e.tuelsd'lleto ..• :-
tl'le May 4, 1982 inCreaee~i.n':rateS.(EXhibit,·.9)~.,.,,_A~eO,;di~g~to,~ .... -' ::~ 

.. ".', ••• ,.c __ ·~~ \.,' ~L ..... ~ '- ,. '."'" ~_,~,,~ -. 

Rawli:lg8" -fuel switehl:ng' in S·oCal t:s.P-:5 ,market .. has -result.ed, "in an 
• ~ •• ', ,_ " _ J '."" ..... ••• ~ L' .... ''" ' .. 

8.."lnualized loss 01'.,56.,2 ·'Ecfof na.tur.al-gas,. O~ 1,9 .5%,of .. the.t, market •... .: .. 
, ...... -' -' . .,; ,,'.~...... .... ,,. '. ~,. "' • I." .' : '.I " I". h 

Fuel switching;'in::the·,P-2E, P-;,: and .P-4;.,.markets has ·"resulted.,in th~ ,'._ 
• c • J.. • '.' '" ." _ •• • .. '. • • • 

loss of 1-4'';': 1:Bcf? oX''' 7 "-3% 'of·,those.·markets. ,.,Total, .. ·lo~s .. ,due .to ~~u~~ -. ,,_,' 
switching (P-2B, P-3', P-4, ~nd.P-5).:iS-10.3:,:BCf·".;~",14':6%~'~.;Ra.~ii~gs~~'< 

• ... - • .' .. \, , ... ,<" • ,...... • ..... ,. • !-•• ' ..... 

testified' that --he ,believed further,' gas rate· increases~:to ;these , ... ,~" -''''~ 
customers' or. al terna~e ,:fuel:,p,rice .. r.eductio~~ .' ~~uid,'~ ;~~~it~·i.n_f~~~h~~···~"= 

. ~ ~, -. ...,.... "'" '. " ,.. ',' .' . \I '....... > " .. / '. .....,.."." ,j v 

switehing •. " ~." .... :: ..... , .. :.:- "~.'. '.:'. ' .',.'.:_,.~.--: "'.'.'._. ' .. ' -... - - - ~,<:,~;,:>~:,~}:; :;::c~:).:; 
, . 

.f."'· .. :.:: ~ ': ~.I. ': t':",~ ;;:' ~ ~,: .... -:1.",'; ~: ~ ,~~ ... >"", "':~:;: :-,;.~;..., ... :: ~:, e. ~... , .... ,. .' 

_ 0._ - :; ~ -
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In his~'test1m6ny~ on ~the P':'5':market :::Rawl:trigs':' stated tliat::onr~,-:.:: e 
May 4, . 1982 '~~~hen' the GN-,~: ra.te o:r'~ ,1': .8¢/therm,:b-ecame ef:f'"ect1 ve:; ,-;twor;..::·:-:: 
of SoCal' s utility" electric generation:~customer's'·\be'g8.n::using:-::f'ue:.J:::· oi:t~>: :~: , ' 

priced equivalent' to' a natural" gas' :prlce·'of-' 4. 7¢'l th'erm::~ -~:a(),th"~ of:~ these;' ~ 
customer's ind1ce.ted: the7~ cart continue-to': liurchase>6il": at·~liI"i-ee's~'.' >: ~',:'::: 
ad.vantageous to their customers. Should this occU'~~": S'()C.e.l;:~could::-:·.~-; ::<~ .:,' 
experien'ce' a' loss~~ oi' up to:',G'.2· B:Cfper Year.~' . :On:~ o:r 't~e'se:'customers 
is in ~he SCAQMD" and' must' burn :gas· .. · on s·t8;ge:'on·e)'or'.'vo:rse~O'z-one" :' ~ --::":':<" 
Episodedays.' SoCal' has four ether- reta:i1 ,r.:,: customers:~:' "Thus: f:ar;,,<:':" 
these custom~r$ have 'not swi't'ched:: :to fuef<6:n:';"" b"owever·;Rawl,ings,~ "::; : ;<': 

testified' thatth-eee' 'cus'tomers':"iould' sw1t'ch" :1n~ t·he~·evertt.: GN-'~ r'a:-t::es: .,,:,. 
exeee'd~ the' prices' at' vhich' these' customers ca:nl'urch~.'s:e;:,~o.il.:-:: If a.l1 
six P'-'S'customersswi t'ched to' fue-l 6,il',": th'e~ ma!"k·et~'"1:.oss 't'o ~:SOCal{~:' ':~,: ::': 
could amount to 189 Bct, a-nnuaily- 'or the e:qulv'aI~nt ::of'~ "ab:ou~:9~Jll.illlon .-,': 
ba~rels of oil.. ~, ..... :n,'~,:~:t",..: ~.'I~~:t~~ 

..... - ... ~---....... --
w'enow' turn to' "a "di'seu~';s~'on: or' "tu'ei:::swft'ch,tn'g ~:by" S:oCal "s 

ind us-triai cus'tome'!"s'. : ," ,'" '-:., . .,;- ," . - '" .:~ ',;;'.:: . :': '.:': ,-:;: :~>.' ~,: ::: '.'~ t ':~" 

Jones described.: the ;'f'uei' :sw'itC'h\lrig'%Ilo:dIel~ ':wh~ch ,::s:a'tt:elle: : • e 
~eI!lorial 'Institute o'f ':Coiumbus,' O'ni'o ~', 'd eve'l oped' -:f.o,r ::SoC.a:l::'(.:Exhi bi ts 
21 and 22 ) • The pur~ose of:the: 'moclel'was'to'pr'ed l'ct "fueJ:l,~sw.:i;t,C'hi'ng,,; ~., ': 
in the short ter~; '"by'S'oCal ~s ":i:ndustrial'···C\2.stomers;·-:~"· '.~:"?' .~, '.::". 

, According 'to Jones ~:ani'ridustrlaf customer,"'s'n'dec:bs'ion :;':',:~. ~', '",': 
whether"or nott;'s~1tch to an' alternate fuel~is·~,compr1sedoo:f':;tw:o..:.'·,;,·~. 
pa.:'ts~ 'The first" dec±sfonis:-:whether'or-not ,to-1nstalJ;.taddit:!;onal: .~',", ';: 
equipme~t" ( stora,ge; -burners,. . etc ~') necesearY:'to:"~bi.irn'~a.n~~alternate',: ~" '.:: ~' 
fuel'. Xhis de~is:ton'" is" oftsed' ~rimaril:r: on~a li:f"e cycle. C'ost: ,": ~ ~ ,~> ~'~'~,-:; 
analysis. The second' decision e. customer'~must'make'~' :rs".'whether~ or': not :-
to switCh" to' the' al ternat'e fuel once': the; 'capa.o:tli ty'~ eXists.~:) The~"::\; ,:"~,~ ~ 
second decision is modeled using an econometrica.l1y estima.ted·¥.,:~:-::)~'~· .. i',: 
equa.tion which includes i'actors customers consider in their decision. 

- -,6) --



A.82-09-12, A.R2-09-21 ALJ/rr 

Jones noted: .thatt.ne:'co'nclus=i:ons: r:cl-rawn: ~·by; ~:t:tell~J3;S:: a 
result 00£ their research;~we're;;:(:'1 ):::-thex:e-~s :~'t'he--ea.p~,il'1·:ty ::t:.o p.~duce 
No. 6 oil in sufo£icient .. qua"nt£tl:e's. 'to' "meet'an' '~-n'creis:ed:' ;;d'emand in the 

'..- . ,.,1: .:". ,'" ~)' .. ".~":'~',.~ ::::~I.-:'I:;_.:"'\¥,'v~("):" 

industrial sector, (2) there a:re·.no··'b·ar:tiers;·~t'o::,trh~ r:a:p.i-;d '2~xpansion 
of the distribution sys~e~: 't·,o:·;.s:e.il~a;~ .,de.i).:v,e~)to.,::::~~r~s:~d:U:al fuel 
oil to industrial customerS::;' a.nd' :( ,j' mostll'i:nd'~it'~i:ai :'CU5:to'm-:ers who 

"," -, ' ... r , ...... ",., ..... , .. >\ •• "'," ..... ...... ~.' "" .... ~. " • ..,,..... _'"')""' 

currently have the ca:pabil'ity t:o burn _r'esidual ~:f'uel" 011:"'have the 
. ", .'.. .... • . .. :; .... ~. ",," ,\ .::' ' .. ~ <.~"::" "':' ':.:0 8 

necessa"'y permits to do so •.. ': ,;', \',;' .• ' .. - "'''.' " .. ~ . ~·'-··y··- .. ,.....,: 
.... 'r - ,',-~ ,.: ,~, ...... > T': '''" .~" ·~··"':u "- .. _~" ,_ .... ~ ... '" .(" .... ::~~.I 

Peterson descri"bed'~.1'low ,SoC:aJ; "modified~'~the :Battelfe model 
and the results obtained ':(Exh1 b·:tts·23 ~and: ::24'): ::'.' :~.T:~~ ,,:i~;~~'~~ SoCal 
included in the model include, among other things ;:;disc'ount rates, 

•• .' ? '.' ,-, .,..... .., .' .'- .'- ,...;.. '"'" ' .. ""\ ..:~,. r .... ''''''' r-.. •• 

i:1i'lation :oates, interest rates;, o:H::and gas ,prices, '. mai'ntenanee 
• .. .. • '.' .' -.o-j. " '" ~ " .'" • ..., - • ~ ~ ", 

costs, and a premium for use of" ga.s:·~~e;':·oii~ ~':>< .. ::::~~::.;~;~ 
:Pete:-son noted that SoCal need'ed more time':'to':'fully 

• • ......... I ~~ ,....... _ . .....,. .'~ ."" __ ~ • '" "': • • ... " .... , _, __ ... ,' ,'. ,..t,..., ."," II 

evaluate the model. He thought.~that.,furthe.r~~'refinem'en-:t was required 
before the model could' be y~lid~ted' :r~r:':f'uli :~:Se;'a.s,~·~·:; m~~~gement 

• " ,.' ." .:-:'- ~.., ':. -": ;--""::;.: '~I , .. ' ,,'~ :: .:~.··),t~~-: decision tool. , ~ .. "~' '''' 
.• " .•• oil '.' ':.:' ":':",) •• • ~"V· " . \.., .... 7 ':,.) ~~·.;"','''~~''-A 

For input to the model, SoCal·:-'1lsed,N.-a·', ga's'''\T,a:t.¢01~ 
52.750¢/the:,,~ and a mea;ri·o:r-50¢/"thet'm'~:f"or,No.:6".:{:.'5,%~,s\llfu:,,) oil. On - , .. "... .-,...... .... ~ ... , '" ...... ,... "",. ~ .. ,..... .' -
this 'basis, the Fuel Switching..Model.,". as. mod'ified"bY':' S'o'Ca~', showed a 

.... L' .' , ' '... , '.. ' \ •• ; .YO" ~_. :"! ~ r:: :"" .... : :-- ~ .... ,~~. .,' '~:' 
total annual load loss of 23'.6·' Bc! when.gas¥ rate:s~.".:to."': 9-N~,:,2/42 and GN 
;6/46 customers were i~c~~:a~e~t.by S'¢/.:t·h.erm: io.~7':,!5,¢/t~er:--~ and a 

.... " > '" .... __ I '_" '. " 'I," ~ ~ ....... ._ .. 

total annual load. loss:' of": '?3~8' E'cf"·'When~.ra:te-s .1;.0: these".sa.me classes 
0'£ customers were increase~: by' 1 O¢/the.rm:" .:to,,: P2:~'J5(f/'t~h~i~~···:·: This 
co~:pares to 14.2 Be! $h~W'nby. "the'1!1~dei at:the~:-~a.t~';i::~S2~~75¢/therm 
which was the rate in e!o£e~t:pri'or~ to:b:eing ~1,ri#..e~s~ed:;~(~\.~. '75¢/therm 

~.. '. " .. .- .,'''' """ 1'0 • , .' ••• ' • -' -... ~. __ ' "-' .......... : 

by D.82-10-040 dated October 8',,~ 1982 ~·.t·he::in~te.~1m:cd:ec.i:s.:i_on: on Phase I 
0'£ this proceeding. ':- ."'~~':'::: ..... ;~:~ ... ; .--:-:- );~:-. "::0 '''':-::~:~~'''::-/:'''': 

j'e : ... , _ .'~ _,,_ ':~ 
• j." ... ,.. ' .... ) -' 

.... - . ~ r ' : . ...,'~ I> 

- 1-1;:- _ 
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.'\ .... \ 

that 

, Sta:rt' -Wtt:ne'ss-:'Kin-g ~eoneluded: ~(-Exhib'i~ .::55~;, :j ':>:-",:':'" :::,:':" 0:, 
"1''''' 'In "the's-ho-l"'t-term ' (~r:i;O'r: ~o' ·f98~)-. 'I!u~l: ;'" ", . -; ":';; ,/.. ',,, ~-:-~ ~ :.' ,-, ': 

. sw.itch1ng..,cause,s th~,-.red.j.ec:ti,on ~o,t"(i' "'~" '", ',".", "". '" ',' '1 ::,' • ,",.)'",r" lower-cost supplies an ,,·the ~re-j'e'ct on"" ".". " - ' 
~ofs·ueh suppli'es-:-eombined: ,vith· the-, -::: /_~' ."" ,', :~'-", - ~.::: .. J"':, 

ad.d.i,tiona~ unit,. Co-S1; of, ,reeoye-~.,i.ng, " ",,_, ,~,~ "" ", 
fixed. costs results 'in 'a.nlncrease'·in' '.' .' , " ~ . " ' 

" a.vera:ge:'system rates:.::': :By' 1 986· the- '.::: ,:,,:',,"~ , ;' ~ ':",': ~~, ;':~: '..,'" 
commo-di ty ,cost. of' ga.,s f:x:om., v:ari,o:u.s. ,,' ',_ ,,.. .. ,~ 
sourees is' estimate'd 'to' be i'n ',"" ' .. ,.":':~ 
approximate price parity a.nd. the. -::.~ ::-','" ",' ,"-
adve~se effect of fuel switehing on 

." ' "'. ,',' .,' '" -....,....... \ ~ "<I :: ,,; .. : -; ,:,1.. . 

'.' ..... , .... 

,',,' average system gas rates-:rs !i'mited ,to" , 
the-increase inunit'co'sts .. to~:r'ee:over': __ -:-"l:' . ::<>,;'': ..... - ." 
fi'.Ced ,. cos~ s .,' . . .' ;_; ':: (:~,:. ,,' _ :.: ':,:; ~ - ::::: '.' '":~ :: _ ':",;,;,~:':-: ,~ 

"2.. "~hroughout.- the forecast .period, :fuel"" .. switching results in"the-use"'of' higher " .. ," .. :,:;"",:.:,:-;"':':"::~:' 
cost 1SFO while .. 'lower-cost··: gas is;:.r ,v,~,~: " ;,: ~ 'C':',;'" -,~ 

r~,j e~ted~ ~ ',,'" , ' ~,~ . '" ~ -:; --'.' ," ,_.~' ~ 'v ,. ~ ', •• '\" ,:,: 

";., ~he aggrega.te_ South,ern California. 
consumer is' poorer than heY would 'be . .' '~','. , "',",~: : ":', 
given rat,emaking. p'olicies design-ed, to< .":: :- ':-,~ - , , ',- ~ '. '/ 
retain the low-priority load. The '~ ., ." ,. 
greater the degree of fuel switching . ,-"." ::: '" ~::: ',' ~. 
the poorer' he' bec'omes;.- :-.; . ,: '::. :-: .. ..:.-:- ..... ~ .-~ . 

. "4. ~he Pri'ority 1 . and~ 2' eu'Stom'er~' a.pp~ars.,.~~ , "':~":".:": ~ ,:-" .~( 
to be- more or less neutral".in the fuel C'" 

switching proee'ss at the level of~load "~: '. I ,~' 
loss included 'in Case A; ·Ca.se= A"- ~ ., = :, '.:~ .. 
assumes-a ,lo'ad., loss ,of ,o,ne-half of the 
Priority 5' gas/oll requirement" and":' ':, -, 
approximately 'o,ne...;half"of>'the-: P'r'ior:i ty··.:-· ,(,' ,. 

... "." ,'. ,,'., ... 
I. • • r. 

. •... ~ •. ~ I~ ,; 

3 and 4 r.equ.i:rement._,That- is",. the, '-r ~ ., average rate to ~r:rorities 1 and" 2~t' _.. ,~'\',';" _,V··'" .~ ~"" 
including" r'esi'd~ent.ial' :servic-e ,. ... ,-is··not:: -: ':::. '::.:,' .. :. 
sign,ificantly- differ,ent , with. ,fuel .. _ .. _., _. ,', _ .... 
switching than it'woul'a bei:!" rate"~""" ''',<:',,, 
des-1gn: 'l>Olicyresu~ted. "fn: the' ~"\,: ,:,;:~ = ".: ~- ' .' , ",', '.:::': .:: --'" 
retention of the present low priority ..... " demand. '" . ,',,'~ >., ': ': -::; " ~ , .' r._, 

We note the staff position in the above Ca.se A indicates 
a load loss of one half of the P-3, P-4, and P-5 reqUirements 

would not Significantly impa.ct the rates for P-1 and' P-2 customers. 
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"",.- .... _, .... "¥ ",",*," .. ,,:,~ .' ••• ,,10"') ,... ~,( .. 

The positions o't the other parties on th-e-:.<:iues·t.i.o.n:..:o:f'.:..:f.U~.l;-~: 
• • p- ,. ... I ~ :.~ •• r ...... ' . . ...... 0"..... I~. , •• t ... ~'. :." _ :-"\-.0 _"......... r'.:. .... ,....,,... ........ ..... _ ... "J' 

swi tcnlng are' s'et :f'oith" in in:ter'1m D~.8Z';"1'O:'040' at pa"ge" ,f6 '~and.'· we need 
not repeat th~'\ dis~:ssion.·' Howe'~e;:,;:'i:-t i's<~.;dr'th 'noti'i{g ~"hat 'al'l':': :.~: ':J: 

pa.rtieS: gerie~a.l1'Y '~~cogni:ze'that -the 'ioss o:f ~o'r:e='~ha:n~ 5~ 'of'<" ::::~x~-~~,~,~ 
.... ,,~. • ... .',- ',. "'. .~ J. • - " ,. " ..., .'" _ '" ," ~ " +~' _ 1""' r,' , .. : ,,-" _ -~ , .... .-.,... ,'~' h''''''' ~ '~I • ," ~ ,"1 _ -'> : .... 

SoCal's reotail. P-3,P-4',' and' P-5 mark'et" at "I':hls' timeW'ouldpI"ob'ably:':'-""~ 
.' "',f,r ," - ~ .'" - ." > .. < ".''''' .... ...... " ..... ,,' .. "':', ", _ .~ '~" _ ,", ,... .... ;.., '~t >.,... _ ."" "... .. -,:.':,.. -., .... ,~ _ 

result in increased r·es'i'dentia1.a.nd- P-1'an:dP--2"llonres1dential'~'" . v.'. 
_'to • ~." •• ,....., ", .• , '- . .,.,.. ..... , 1-·: .... ... < ....... , .... """ ...... - ....• :.". ' .... '"'"',.... ..... ;- ,....T"" .&~ ..... ",'- .- ... , .. -

rates. We note that the gas' -supply that- would be'-cut"back i'f- th-ere-:'- >-

were' a maj 0;' m~rke:t '1'0:6s is: 1:i~ '?asogas" a.t' ~'37:. 6''¢Ythe~m: {:Exhibi't~' 5'8:):'.:::: ::" 
'!here:f'ore, -th'ereo"vould ''be 'o';era' '1;6¢/therm' 'Yos's'in: ;c:olitribrti6n':t:O:"":;:~ 
ma:"gin for each therm of market loss. Since the' :ie'miill1.:ng~:~st'6m:e~r-$:"· ;:,-r-: 

.... '-', • •• ..... .... ••• " '.'", "~~. "I _ ,t ,', -. ~.~ ,,·,e. . ... \. r-.~ ..... , __ ~ ';:'. ,'v t"~ a ... ~"" 

on the system must" make u:p'the netJ:oss'in' contr1bu't'ion"to 'maTgin for 
"' '.. . • a"", '"., :.... ,,-,,,, .'_ ": • _........... • ...... to ......... r ~ .... , t'" ' 

each therm of market lost·, we 'must conc-l'ld'e ~tha"th-fgher -rat~s' ':f"or>:til:e~v. , 
retlain:tngc~s't';me'r~ would "re$ult~~: - .,,~:", ; ,-:.;~~ '.,,, ": .:.,~:", ': .. '/~-:"'~:::,:.,,,: 

, y ,+ - .......... :,.... "~ ... :. .", " ,_ - .' ",'. ._", '...", J." ...... , ,. .. (. _' .. , . .." / .. '. ' .. , ::' . ...; .,~ .. ' ~,_: #" .... ,-.. '" 

unf'ortun.:ately, there'yet . rs no prec'i-se a:nswer' ,to -th'e' v • '. - '-" v • 

,'. - ---:~... • ... - ,. , .. , .... ~, , ••. - "' I ,.. ,," ........ '"." I., : .. , .'- ~ I -"'1 ...... ....., '_I ..:. ',.... ../ro..... ,... "-# '0 •• ; .', •• ," _~ , ....... ,., " 

questi.on of how high 'the "·gas·~rat'es·t'o' ~the l"ar'ge -i'ndustriaJ: and .. ".. . ... , 
. " ',. ~., ,-, .... r·" •• _ t'. ,,, 'T ..... ~ .'...... 'I T"','" _ ¥.-. .. ~ "\. T" .... '"; ••.•. ,,.. 'w " ,..." ... ..-" +_ • ...: .: ...... ..: .". '", "'..,. _..... .... .. -. .., 

el€'ctri c- genel"iti on customers can ''be rais"ed''b'e:f'ore' '-th-ere' .'1S' -mo're; ~:f''\lel' 
. ~ ,- - .. ..,. "':. " .' .. .... r ' .. ",~. ' >', •·•·• ... ".' ... 1 ~,-:,.... .... <'¥"/.,,...;'--.., ........ ,,'. -,,,",' ·_ .... ,...,r . 

swi tcning. Also, we have not' hac: su:f'fi'cl'ent- time to evaluate the· .. ·'·'-
, ': ... _. ,..~ ' .... : '. -'" ,. ,".... ... ~..... .'~', ~ If'"·f.po·... .... ,,, ...... -. .. -... '., 01 _ ,.,... ... ~~ ... ;" ,., ,> ... "' .. ' • ..., •• 

e!:f'ect of the last increase ,e:f':f'ec-ti ve 'Octo'b'er" 1;, ~1J9~2 ;-which"; <0 .. ~ ,,; ... ,' 

incl"eased S6C'al ';'GN~;2/42 a:nd: :'GN":'36~/ 4:6 :;at:es ~irom ·::,,'z;7,"ift.he·rmto - ~,'-: 
54. 75¢/the~m a:~d GNi§ :-r~t;s' iro'm"'51<e6~¢j~he,rm 'lio' 53'?eO&i/trie:rm'j J ,:- ~'-::~ 

, -"',J -. ....... ~, ", .: ..... , ". ,.. ... ,,. .. , .', ," ...... 'a ,. ~" I. "'... ......... "'/' •• L \ ..... ,....,~ . . r" _, "''I _,. 01"'\ 

We will consider all of the'a'bove ··:tn"setting 'the ··a.dopted ~re:tes;; ,.,.' ~,,".'-' ',' 
SCAOMD ~'...:_~.'~ .. ~~,:~J~ __ ;2'::~::"_~~~7.::.1.: ... ::'.~_ G::- ::2.::.':'~~~~::': __ ::::' :: 

. I, .,', .. , ...... '".: ,w.,·w ,'_.' ',' > ~ , .. ,. _ ....... -r\t" ........ " ......... '"'t', .. :,:.. ..... ' < .,-

_, tarry':Sowen, Director o:f'-Rule·Developmen't··:f'or .... SCAQMD,. 
- • ' -., ,,", ~ .~.. ..... "~~.' -\ .... ,"'........... •. - ... ,,..,. ...... '-\ ,-. ,..".~,>'~ ,,-. - ··-"""'r,"" ,",.: ............ ,..:... ~', '\ ': .. ' ..... - ...... ''',II''" • _ 

stated that his staff has' dra:f'ted' a ;num'ber"o:f'-cont'rol'vmeasures--whh~-h'"'" 
• ""_,~.,, _" .-' ......... "'_.-., -.: ... ,.~,~' ..... ,',,' •• \_ .... ,~,,....._'~ -I, ".,·,·':~r ",·""'r' ... ~,,_ .,., .. ~ ::.. ... , ......... 

'Would 'be subml tted . to 'his board 'for . considera't:i:on i'n" ca.se pro'l:llems 
- '~- ..... ' ., :, • -,-.' '-."" .<,' ...... .,. ........ ~ .......... ;, ......... , If" .... ;..-I .... ,.·,~ ..... - "', .. , / .... - ,,,. .• ~'./.T:. 

result from fuel switching. Reo briefly'descrfbed-the"contro!-', _' .. ~ ,_,2' .. " 
. -"" '" ._. • -..... • I ••• , ,..... ., 0 ... " •• ,~ , ,"';.t. . ~" , ...... '''', ~ ('r .", ...... ' ~A.. r"'" ',-. ~ .-:-.~' '. .... ~ r °to '0 ~ ",'J ,... • ~ '\, 

measures his staf't had:prepa.red~· - He' hoped --that -a-'general :'sh:l:ft ~to .. ".,~ 
l"uel oil does not occur and that there will 'be no need to pursu'e",:,'suen::';: 
control me~~u~';S;" ,",~ " .. ,'!c_~=:::.:::::o') ,:o:~-:- "'/c,-": :~<~.(;.", :::'~'O:) 

_ r . , 
-" ." ~'" 

.... """', ....... .~ .. ,.'...., 
.I • ': '"':0 :~oo 
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Fuel, Switching Damages; .. ,,~ .~., ' .. -,~ ~,' --"',:~:. ~.~") ::~,:<;; :-JOC' ,~.,<,:, e 
,-. . ... N~r~. Codd,. tes1;i,:t:1_ed', _dn:~ b~h8i:f. ,o.f. e." gr.o:u.~ .oe.~~.e~" ~C,.0~sp.m~e,r.5:., " '. . .. ~'. ,. _... " ..... ',' . ~... ~. ........ 0.... ."' lri' '" ... "' , " " ,.. .. • ./ ',1 ~ • .,.., ... ~ 

for Utili ty ~~e l:quity {C:oR~) • CURE .. ~s,e.rl:. ad ,h.oo,,,gr.9U~\ ~~" ~ ~, ... ~.,' ~ _ ~ .. 
- . , " - - - • .,", '" ".'.. • • . ".~.... • l •. _ ..... \. ',. " ."I ", , ... _ " .... , \. ....... " L ...... "\""'" 

approximately '2,0:: indi vidllals.., COdds:u.gges,t.ed .. :the.~., .~?:Ce.l,. s~.O,u~~., p~Y:~_ , . ., 
damageswh1ch he,claim~. h~.~,~'~~.will"~~o.O,,l~_,~·s. ~a: 'r~:~~lt' ,oi~ th~~ i~':'5::, :~.;~~ ~ 
rate this Commis~'~.~!l?!.~er_ed ;~~Ca.l_j;o· ·,pl·ao.e.:i.n. ,e'f:r;~~ct~'i~o~.~~o~).ng~ "" .. :~.~:~ 
D.82-04-1,16 •.. Unaer .. C.odd) s, ,pr.o,po.sal. th~~~a.m9uni -oi:_da.~~:g,e~::w:oJ-~d .. " '.' ::,,~._ 

" ..... "- , ..... '.,.. '". ... ..~.""''''''~'., ' .. , __ ......... ' ",' •• _'" j!., y .... _'.1 "" \""~_' ':, ~ 

"sieply: bet,he ,d'i~,erAenoe. ?etw,e~n:the.d~li-v:ere;d ,o.O,~t _0r.~ ... ~.~J ~~r~~~~e.d~ " '. 
to :-eplace, 0~.1 b~n.ed .... a~d .. ,t·h e, ,ass o~,iated ~e~.s~· .. ~i '-ihf_ .~g~~~·n.o:t ',.:: .. , .'. '~l .:',. : 

pu:-chased." (Exhibit",42). .. ' . ';,:;: "' ,.: .... :c .,.~)':.~:~~:. ~~::'.:.~, ~:,::: .. ~~~,';: .. ~ 
.J~he:f'und.amental. .1'law. in ,C.odd's, r~.c:ommenda:t,io.n .. i.s _tha:t"i t ~'", ...... 

•.• • • ~ .• r •. ' • '. r'.~ -', ' , '"' & •• , '........... \ ~"."" • k<'I ".''''' ,+,. '. ' • .' ... "....' \ '. •• .., 

ig:lc:-es::t.he; ,law.fulrole .0:£ .,thi~ ,Com.miss,~oni,n s.et,t.ing..,j.us:t"~~d,,:,, ," ~"'" 
.• ~ _ , " ,." •. ,_ " ".. .'... f'. ,.... -.. .... J ....., , _,_,' .. 

:-easonable rates. It is the responsibility., of "thi.s. CO.mm,i.s,s.io.n.t,o._ "W'~ 
• .......' .......: ", Itt ...... ~ ",' ~+ ~ '.J v'., ... ....1.) , '\. .....'. ._ ' ... , ' 

conside:- the ev:idence .be!,orei t and .to ,ex,ero,i,s,e. i:l:-5" .,ju.a.gm,e.n:tv.1ri the 
establishing of ~ates .for ,.~ll. '~f: .SoO:al tscust~me;s'.~ ··.·This· "p"~;ces5 .is 

. .... . ...... "~ ;_' :.". "'.':": .... -~ ... ,~ ... ~'. ~:." ',tC. "~ -; I') :--:.;:. ~-no. "0:,, ,.' ~~\ 

not aocom~l.ished .. by -,oon~~dering ~?,f. a,ny ,,:~,f!.e:~l,a,s,s",~o,~, c.u,s.t.o"'~~'\X:~, .. ,wl?:i.~~"., ", 
iS1'lo:-ing .all others. The .. exercise. of judgme'nt' 'is"an 'inev:i~ta'bl'e' 'and , .. 

.. ' . _ .. ' _' _ , ".", '," . -,;.;"* '~\' ~.', .... ~ ,'fti" • ,.:,"~.- j.':. • ""j.~: .......... -::. ,'T "~~,':. 

unavoidable .aspectof rate setting. ,D,ete.r:mining just and. re,asonable .. 
" ". ~ .• ... ~. . ~ " -'. _'_' It ',I,.: ' ''"7 _',~ ~~ 7· ... ~::.: ... ("':--: -: : ... .,; \"7'~,-, ~ ~" 

:-ates is the _ul tima.te ~esponsibili ty .o!.,thl.s Commiss,1,on., _ S,oC~l is 
" "', -...... ~ ..... · ... 'aH . h·· ... _.t, ·-",.e ; .":",,.:t... ....... ;, :;,""':," .• '"':., . ..,:~ .. ~ 

not to be.-!.aul ted ·£or having,1:01lowed .,th.e _l.awtul o'rdexs of this" " ._, , . ., 
, , . • .. -.... . . . ..' -.•. ~ __ _ "~ ....... ..: .. ~ -: ~ _ r, '\".- ;.~ ~:, \~ :::",:,' ,\ '" ~"'" :.\::-' ••• " 

CoOltission CPublio.Utili,ties (PU) Code _ t.702) .'.~ ", ," .' , ... ' ., 
...., ',. ___ .,'. I, J , • ',~, ,... ~ _, • ':- ' • : •• ,: : ,~l .~, ~:' •. o.,.,:~ "",,' . / 

Rate Ac.just:lents to Avoid Fuel SwitC'hing~,._ ... ~, 
...... ,,-., ... -

To .avoid .. any, further ,~price-i.nduced fuel sWito:hing, ~Codd _."._._--.. 
, .. r' ,~. _.' _ .' ",.' ".," .~. _, • .r _ .• " ~ .... ,~ ... :',' (\.~}\_. '''';-:' .;L .. 

:-ecommended _ that ,the _Commission_.adopt a prooedure by whicn .the .GlT-5 
•• • .' .. c.,. '., • ',. "".~ •• ; J; "".' _, ". ~ ,.~:"" ,,:,,:,,'.:;-: '.: ::~,:=-. ,:"';:,;~:7' :~~,t"',,: .. , ...... : 

rate WOUld, be reduced when,.it,appea:-s,_as,,;;hough. Ar~p'ping .. o~,~,'p'r;q.e!? _., ' . 
• ,_. '., '., ..... r •• """ _ T .,._1'0 "0 :.,'./, '. ....... . ..... '."., ,~.,~.'.'-..J ~ ',"" ~._ ... ( .• '.;l 

will induce _fuel",switching .. and. in every case w~,e~~",i~,.}s ... e,~e~~ .. ~h~t,.. . 
• , ,~ • - .'. • ,. - .', . ~ ..,,' ...... ")... ~, ,\0 l .. ... .• .1 ' ..... , ....." ... _ ..... • J ';:' , 

fuel switching.will, :take.plaoe . i.:f' .the GN-5 rate is no:t. lowered 
... " ,"'" .', .,'_; ..... I," ~~:: .-,"'.::" -t:: ~~.::~ ,::: ... ~---:; :~.~: ... ·':'~1~~~"':,.~.~'7. 

im:l~diatel,y ~." <, _: ,~.": •.• ,:... _. ,.'.. ;': •.••• _. _ _ _ " ,_ _ ~ 
"_ _ • _ T ' ...,,- .' r' T-, ~ - , ~ - .'''-....,. "") ':', (""0 "'I • -.. ,~~ ... 

Codd would have the Commissiona~t.~·i:f'necessar7i~~ -:- .~-'--~ 
..,.,~,.",,,,,·:,,,, ... t: .• #Vt , ... ""._,,- .... 

emergency session by telephone, to immediately reduce theGN~5"'rate" .. '--
as neoessary to avoid the fuel switoh. Also, as a matter of policy 
for prioe-induoed fuel switching, Codd recommended that the utiliti~s. 
be :penalized an amount eq,ual to the excess of the cost of Low Sulfur 
Fuel Oil (LSFO) burned by the electrio utilities over the 
disoretionary oost of gas not purohased by SoCal. According to Codd 

- 14.-- -
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this amount is the damages, that i's.;~the:_.tilirieces·satfly~':tnc:l;n:,_r~e"d:':'f,uel::-:'-' '/':':=: 
,'- ~, ..... ,,",'.. ., " '., '. "'\. . ..... ' "'.' '. • _ .... ..... ~,.. ~,,\, -, . • .,L . -, "" - - -.,.~-.-, ..... -~-

expenses',: which woul'd" otherwise'be-pas-sed: on'to tb:e,,,sou"t'hern· -'0 0 

Califor~iaeleetr:i::c£ty'and-'g3.s·corisumers::-i>n t'otaI:':-": ',,< ~r::,,~ _: :,:' t~~ :':"';',''': 
... _ .... ~ .... '. .... f' _ r'A 

Coc!d'would~have this 'Commission 'make ~'d:ec1sions :'a.:rfect1ng:.,::~,:") 
all o£ SoCal' ~ , ratep~y~;s ''';i thou t:-a pu'bl £ c hee.r!ng',:and Cwi thou t "not tee :".~:-: 
to the ,a.:f'fected':parties' CPU'Code' r<~06): -C6dd"s:~:proposa.l·is ~ ':':'::;"';; -.':.:,~~ 

unwork~ble':a.~d :i.gnores:the:-:due process" rights':- o:f''::tli.-e~otherccustomers~':::: ~ ,:, 
. '"" J..... . ~ " ., I ,. ,."' ...... '"7"' 

on SoCal '5 system.' -' 
", ... ~.... ..,: "': :: 4_1 ':: ~ .:' ~\ ": ' ~ ........................ r- r-. , • . " ........ - .~' ,,' Date of CAM Ealance to Ee Used 

In d-etermin,ing' the'C)JJf revenu.'e Te·q\l':r.rem:en;t(/·::Co:a:ao:~ -/1,' 

recommended that "the'· Com~~iss 1'0;" :c.se'~~onli: 'the::'i-eeO:rd:eaC-AM~'ba'lancing:: - : :"".: ," 
account ~alance -as "of t'here'Vi's1ondite' ~fnste'a:d~r:of't:}le:-- es·t:i:mated':;" , ,-~~::-"" 
ba.la.~ce,',~n :t~.~-'~_a~~:'~i~.s'est. ::0 -th~~ _d.at"e-~~O:f"Commi's:sr~n~·d:.e:c-i:siOn:. ',,>," :' ~~i;": 
Codd 'sr-ecommenda.ti'on will- 'not'be'''adopte:o. ~:p7rllllar'i-l~'b:eca:use-:' :l.-t: w:ould~ ,-
se:-ve to'ens~~e' thit C'o~lI;ission dec:U3'foris~/:l's~;ue-d: well (e::rt:er:~h:e'.':'·'·"" " 

... ..r - ',", ~ ".. . ~ .. '0' .. '\ .......... <~ '~' ,'""" III, ,. '\.... , revision da~.e .. would ,:tgnore'the'e!'feC't su:cn"'del:ays:have: ion~(~the:ZT'-:evenue~~ :: ',r 

req,uirement. The Com~iss-ion'; in' D~.9i49:6',',Tec:o:gri~1~z':ed~;:tha:t: "'d~ur'i'ng:'a:-:,,~'~ 
period of ongoing ~nderc'oll'e'cti6n';the' :'ba.l~a1iee ,is ~gr:ea:t~eri;:'oy;':th'e<:''- '::: ~ ':" 
hearing date, revisi'ori 'd~t:e'; atJ:'d '~d.ticfS'i6·n~ d'at'e' tb'an: :[s- :sn'own: :-:fn the-' .:: :: - ': 
application. " ~he result is that the relief granted can :'~::-read::r'l:,..~ :<::~-::.: 
sho~-nt~b~ ,. inad~qtia:t'e ~ '~:'C'oda t s '~'re2om~~ndatiori, off ~ad:O::pt'ed\ ':would be 

~ ... : _ u _ .. " '.. ..... , ", . ' ".,u-, ., ' ... ~ ...... ..,.. , ..... ,.." ... ,. • _. ;' ... 

ad.verse to the Commisslon'sgoal to'mtnimiz'e~over-<'arid~:~':: t'):' :::,:":~ .. :,, ,,. 

underc~ilections-~ndt6' ke'ep thefuef"eos'f~:baIancfng-:a:ccount '::'ba.J:a.nC'es ' 
close to zero. ~heref'ore, we will not ado:pt Codd! s reoommend'a;tion:: ~~ ~:'::,,,: 

. ':: _._...... l ". ,- . "., '-, ~",' ..... - V"" '. "I.. "' ..... ',. ... ~, -... , .'.. •.•• to'......... -t' .• wi til res:pect to usi'ng estlma:ted 'CAM' 'balances~c,,:,::. ',> ":,'.:,~';:: '-,',"';:-
"- .. • r" -"' .... - ~ c-., ;0..' ~ ..... , 

.. ,' '. - , 

,. , 
" ~~ .....-., .... , .. ,-
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Revenue De:f,i,ci~ncies,Due to ~jj8.te. Fi-l.ings. ::- ::~ .:":'[:::<: ,"~;:. ~:,;: ..... ~ ,":0,::;; ~:: >"-:'c e 
Codd:·~noted tha.'t- SoCal 'a -t.arii"f' _specii'ie,s("'tha.t ,revised CAM 

. ~ • ,. ' ' , ', •• - " - • '" '..... ..) ......... ~,~ ,.,j ;:.~ ~ ,~',." of ~ (." ~-' '~'.:. ':: x ',:-
rates shall be filed with the Commission.,at . least JO .. "days ,.prior to '\.. ~ , 

' ...... ·.4~ ".~ .... ~. ~~'" " ..... 1.. .. " .".)-: ..... ,~ .: •• ~'~~~~-: _~ ...... ; •• ~ __ 

ea.ch revision':date., "He,-testi:tied-that ~SoCal 's,.failu·re -to file "its 
.,' .. -'''," " •. "'~'.'.' '.,'c .• ' if":" • .•• : ... ;._.~~ ,) .. ,:\.),; 

CAM applications.;;O. days ,prior- to ··the October J., .J.9$\,. Apr:11, 1., " 1982, . ~ . ~ ."", .. ' .... ,' .. .' ............ ' ...... ',~r:' ;~ ,~; .... ,~I...<,~G :' .. .) ..:.. .... ..:.:: 

a.nd October 1,.,1982, revision dates .. resulted", in"revenue deficiencies •. 
• ... ~ ~. • '-.-' 1 ... , ... .1 • .; ,.' '.I" v ..... ,~. t • ~ .• , •. ~ ~ ~,,, ~-'l ..... - " ...... 

Acco!"ding:~ to ;:Codd 's, calculations· these~ deficiencies -a.m~;nt' t~" $;9.'2- - ~ '-
, •• ,.' ".' • -.; \,... ...,... ' •• I '-". :.~ ,\ ,\,..-\ I', ' ~ ..... :..;! ,c~ ~ ~ , .... C .:.~', )~ "": .: ." . ./ ~ ;".: 

million, plus interest, and he recommended that SoCal's balanc1ng~ ~ . "'''";"'' ~ .. '/::"': ~.; ...... ~ .. ,'-~.,:,.:.~ ... >: 
account be reduced by this amount.,.., .. '-; _.. ~ - ., "" _ . .' '. . ':.. <:' .,.\ ~} :-:.!..~ , ~;.-: I.: \., • ~ ,", -. 0,'" ,.... 

We not~ .. -:that:, ,:t:he- ~y~n.~ ,wP:ic~ . .tr.igge.rs~~-S~o~C·aJ"'~s::C"~'':-:':~~'-·:~-~::''::'--· ''::; 
applica.tion iilings is~ ·t,Ile .PGA.·~:rilings,.o:r i.ts,:,O~:t;:o!,:,.si9.t·~':--:'k '~ .• ' . 

, - , • • .... ..... • .... ,_, ............. L ' .... 1 \'i ''v ,.; ,: '..I ~, '_, .... -... "'" • t - ..... '" ... ,'-. fI¥ 

suppliers.' Unt-il th¢se .. sul'pl:iers t, PGA .a.pplica,tio,ns ,aTe., f'ii.ed,~ a.n(-'·· .. 
'. ". "'" .... j • ->-,. , "" .0, , ... J '.... I' f ~ , .": ,:" ~ .','.. ,: :." :' ~.: ~I ~':~ 

SoCal has :the: oppo'rtunity- ·:t-o·.pre.pa.re. th.e,,:..requisi:t,e CAM,application, ~ 
.". - .• ...,"" c. '., ... ' ,_.·':I,:.C' .... ~~ '~'. ,~.t_"" (};-:~ J~C' I:>:",~"' ... ,.:.::,":,: 

it eannot· :rile i ts ~que'~t·. 'W'i,th t.he~,Commiss.ion •. " r ,In .A .82-00 -12 SoCt\l 
• - .I" ~, -,' '," ".' ". ,..,' ...... ~.:.._I'f •. : ,;,1.: .. ·~~.:~.;t"'::~AO:;~:.~"':. ,'-.• ~~;:~.:I: 

stated tha.t, El" Paso and,. 'ITanswest.e.rn. !il-ed....~their ... ,"F.G)' .a:pp.li.cations . 
•. .• """ .... -_ ••• 1·\"·_· .• , ... .;.. .... 'u'~'\., I,'.i •. ~ .... '.;;: .... ;:"":~:. ,:,.~'" ...... "':.'.~.: 

with the FERC, 'On :Aug1ls.t ~,' ,,1 982 •.. , 10 ,c,om:ply.: .wi :tA,:t,he ~30,:,:o ay. _ " ,. 
• ' -"'.- -0' ,. _'..0.- •• ' ~\ .... ,~I,~ •••• )0." .... ,1 .... '. ;0:""': '''':,':)'':'::: .: .• /, .. \ .... : 

re~uirement.in its;,:tar.i!f'~.soCal woul..a~ ha.v:e had"to, I)Je~ its" CAM. 
appl icationon, ·Sel':t-enb;er .1; 1982"~.,th~ ~d'a.y.. j:~iiowini'IXts _~~PJ?i£e~:i-::' -: ~~. ';' ~ e 

.. : ' - ~, • - • , •• '-- • .' ... '. ,,' '~~ • .,p'..... I _-,,::....... ','J ,"",: .~ ....... ":1,:; C', ~'- ':' :: c· _.~ -:: ':) ':"" 
filings'. Thi,s"would' ha.v.e. been e.nextreIllely dif:ficul t •. if' no't . 

. " "'.' .. ,.,., ..... : • ).j.~':; _~,:'.;:<"::: ... </!~.~"~ .,:):-~.,.::, .'.\""1 · ...... ,~'''t,..; 

il:lpossible,..,,,task- ~, . ,-~ .~. '. .. v_ ., . .-" - ." 
• • • • + • .." • I, 1 ow ,,' I', .... , .. ":''':.- ~-':~: .~-..... ,..:: ;.; ~:, ~ t",' :~ ~ " .. :;>~ ;: -:: ~:~ ~ ,: : r; ~ .;'"; 

Tb.~ Commis.$.io.n, in OIl ~e2-.o,9,-02" ,is c,onsldel"lng a :proposal _. 
, - • _ "' .. I. "ll ,'- ,", _ .. ' , .J. ,,- '~I .... • ,-t -, ~ ....... f \ I j" ,..,.. r I .... ". + ""I" ~("\ ....; ,'"'1 

by the staff to cbange _Soq,al ~,$~ev;is.ion d.ates·,to, ,Mai'J:,':and"Noyemo'er '1" .... ~' 
~, •• , ....... , ....... ',., " "'.: 'F ,,", 4.' ........ 1 ..... ' .. ..)1.) •.. \~ .. :, ... \:::~~ .:]~.:'":i~.\~::,,: ..... , 

in recogni t'ion of :tbe . timing ,problems.~assoc.iated. w:i.th the eXisti.n,g .. 
. i •.• '-.- ~~ .... ,. '". ~.) 1.,\ ._ " .,:!"':.~~ :.~r~,:O,~~-:·~:~"'t ......... ~;:'J""'''' :~.~:.: 

revision:datesr""-' .... ' .. C.,..'- c - . ', _.' ." 
- • ' .. ~ ~ .. :.~ ~ ~":'.",,: ._ .... ~" .. ~ .'.\ .. ",; t-.~r, ...... ''',')_r- I "" ,..,. 0 .... --- .... r ~ . ·,~·r ~'"' 

The :f'iling by SoCal, .. o! its· a:p:plication ·,;ey.ond ~ the time-" '.' .. )--
established in its tariff h~s ~~ ~d~erse ~ifectV~~ ~~r;::de6is16ri:::;'-: .':,,~.,; 
Also. the Commission has the authority to waive the :;O-day 
requirement in PU Code § 491. Our concern is that the filing re:rlect 
the most up-to-date information. Codd ts· reeommendation will not be 
adopted. 

- 16: ,-- , 



Rate Design ,"'> ...... _.... \ ,"," 

We-- will~:.adopt:the· ,s,al.es.volumes";.<gas--takes'. f"rom.~the." .vario.us ... ~ 
' ...... ' ... ""'" • "-- 4-•• _ "'.:." .". " "' ........ p ........ ,J 

sources, . and.:t.he., est1mated'·,.Decem'ber:· .~1:,~: :.1·.982 :CAM~ . .b·a.1,ancen...as-:- .se.tf:or~til....~ 
• • ... - • -"',' -", --,! ", ...... - .... ' ~ "'- "" 

in late-filed . Exhibit- 58'..".: As.,:dj;s.c:u:ss-ed .. p're.v1-ou~ly,,··w:e) w;lt:;;redu~..:;::._ ":;.:'.;:;: 
the revenue requirement to reflect .. the·~1·4'.9~~m:i.1,110,n .. J_$1·5~4:~j..l.1:~~,n·:;"':.':',:, 
including. interest' through: D'ecem'ber; :;1·:" 1982}. :gas~.cos:t; .. d.:isal~lowance 
(wh:1cn. is sub.ject t'o' ·limited. rehearing-) an-d ·.-w:ill~,use:a:J72-:Dl:onth:' . -+ .... 

amortization.: rate to' 8ll'Iort'ize~·h~·CAM::~bala.nc'1,ng ·a'Cc".o)ln;t-.-;-.:<~~ese.,..:, ' '._ .~.:) 
adjustmen"t.s:are' reflecte-d1n-.the adop:ted~ ,·rev:enue. r-eq,u.i:r.emen.t .. s.et...., '"". .. .. 1... , ... ", ' ...... _' . ,'" '._ 

:forth below: " : ,,~ ':, ,,~.~":,:; 

'ADO P~ED R~NUE 'REQUIREMEN'X' '~ , , ~ .. , :; .> ':: .. 
" ", -OC TOBER :lC8'2) ·CA.1vr.··· .• ",~ ': :: :' •. .. ",'.-

". : : •• ~::::: -: A .... ·(..D;:;...;;.,;~l;;;;.;"l;;;.;·a.;;;.;r;..;::s;....: ~..:;.i'.;;;;·~;...· ~'.;;;.;Th_: o;;;..;'·~;;;.;s;.;9.;.;;.n;.;d..:;s..;.) 
~'1: 't-'~"'-l-"r'" ...... \", ... ,."'" ".7 ... -'-t"I 

Cost of Gas' PU'rchas~d, ," ,',~ . -; ;~.~-.;.' '$4;'O:2:;:,5-84~ 
• , ..J ~ .... ,,' ... " .. .... ", _ • , , '", ,_ ~~. .... "-

Carrying Cost of Storage"~ .~. : ".-:- ': :.' ~.:c:: "::::-: ~",:,~ 
Inventor.y-':··,; .::''' ',-:,'" .~) "" ,":~:-::+ ,>::<~ ;~~ t24.1.-: 

CAM :Balance" .~".' ." >:~ <.-:;<~ .':;'(;'" ":-.',,":' 1.'51. .. 57 ; .... , 
Subtotal ~. '.':-:' ,~ .' :,,:' . '.:~" ':'.:' .--:"':-: '~~ :. '. ::~4:-:rn 3:98"'''[ 

•. ~ :,"" ; .~ :: .• : '.1 " ,~t :", t ~ .~ :~ :"- '.~ '> ~ :~.~ :':0 ~ ... ~. :~;: -) ,~,;'"",", ':":' '~;: 
Franchise Feee.~~and:~·: -: : .. ':: ~ ~ . ,~.'" ""',', .~ -'. ~. __ ~,'" 

Uncollecti-ble EX]>~nse,*:~ -:::',: ~~,:<~ -·::~:~> .. ~9;67~; 
, ~ ~ .I', d ••• ~~. "'.,... .,.. . ..,... ¥ ........ , "',. '" 10, ",", '........... " • Gas Margin' .• , ': .. ;"." '" d ••. -"'··-~.·~'752,';BA(;· 

rl·~!~I'.: '",,::-: .. :,"~ ~' .• ,:.:":::~ •. ;.:;'-:",,~},.~ , .. ( .. ,f) 
Revenue Req;:i'r.ement;-: .'.::::' -: .~~~':~/,\ ... ~;-;4~~9.9~?~5.:::: 
Revenue at P~esent:Rates;: ',~ ~.' ~.~' -~:;..: ,"": .::', -::.':: 

':Includ1ngExchange,'.Revenue... ':.'.'." ,::-?',062 r 626: 
.' 'Additional Revenues'; Required ~ ,:~ .. ~ .. ~,:. ",' _,::} 6:; t '36Q,.:: 'N' ':- ~ -.- :;~'-

*Franc-his~~ Fee"~~d 'Uncollectibie'-:EXJ;ense:'at~' 1 ~668%": ':"',~'-:, <'.' ~ 

'Xo the $6'3,;61 ,000 reduction we will add the revenue 
increase authorized in SoCalts general rate increase A .. 610~1. This 
total revenue requirement will be reflected in the adopted rate 
design. The new gas ma.rgin 'for test year 198'3 is $982,Et95,;'i00 
reflecting the revenue increase of $219,798,700 in A.61081. 



D.82-04-116 dated April 28, 1982, sets forth the",,,:,;'::'~:'::.: :';:':':;: e 
a:pp:-op'riat'e;gu~ae-lines' f'or ·SoCar.;.:' 'Tbesie:,gtli'd;eli:nes.~ are~ bas'e'd on the 
premisethat"gas= :customerssh:ould' ·j;)a:r. '8;S;' 'cyose.:<tQ: ;the~, u-tili..tj':·t s.:: ',: ~-: :;.'):: 
marginal: supplY'" cost,s' .. as revenue reqUirement co:ristra1.nts:: ana.~ .. ':.- '.' ~'-:": ::,~ 

minimization"o:f' fuel' swit:chi·ng"all·ow •. :·'''~-·'\,; .,~. ~':'<:"'";.,.>-:~;~',':':;'; ':.:::-

. The er it'lC 0.1 , e-l ement' i.s.' ··the·'es-tabl ishment: of.:·8:' sa'S;: marginal:: .:: 
rate. Th'e marginal rate i'6 n'ot the:-same:·-as>lllaXg1nal- C'ost: ... ::;,.·:In:J) ... 82~·' .. : 
0.i-11 6 w~' ad'opt'e'd :s:tiiff 'wi t·ne'ss 'Cs:\iagna-r'o "·S: .me"thodolog7" :ior:c' :::- ,':< ;;--: c ~~", 
developin.g'a' mar-g1-liar rat'e\~":hfs re~ :set"'1"orth :on~:.page'ft2'4·-of :th~,:: ..... :;,. ': :':'. 
decision: :',,;:~,:':, ':"~,~" 

"Development o:r'~h~ 'llla):':ginal.~cra-t-e rwo'U:ld- .:be 
'based upon conside:-ation· ::of:the: ,:r:O:1Yowing 
elements:. (1) a' reas'onable'l'r1ce-for ... _ ... -
dis-cret.ionary .. :purchases, (2) the variable cost 
of the ,most expensive gas supply, and t~e :price 
ofO.;25~'and 0.5% low sulfur::f'ue!:~.o.iI and: the .. ·.,~'· 
price of No. 2 distillate,oil-'~,:, ''''~ ..... ,"\ ~" .. ~-." 
Then ,in footnote (1) on page 24' ,~~"-not.~~:-' :~:.: .. ;': . 

,,( 1 Y .. 'SuCh- a rate would not be calculated' ':' ... ' :' ~ :.:)< 
with mathematical certainty, 'but rather, .,"~.". /' 
judgment woul,d 'be applied 'to various' ", 
factors to develop a limited range::fo:r'"~''':::':~'~':''c 
the ma.rginal ra.te. For th:t's ,~pI"o:ceed:i:ng~":'~ : -: ~";': 
only. (D.-82-04-116) the marginal rate was .,,' -, '.' " '. '. 
de'rlved"':ma.thematically since fuel . '. ,. 
swi tching "and economie studies neC'essary.'o.:;;' ~,~.",,;:.::: 
for its development were unavai:la'ble. :~':: ~., ,'," ,\ ... ,.;-

_ "" .,' • _. "';" ............' h 

The .. sta.!:t.wi tness developed:'a'margina:l:' rate =us:tng the above 
factors with' a· range of 54 .. 884 to'55~971:¢/therm'.:::: SoCal.'·e~')marginal 
rate range W'aS' 53.8,:to 54,. "l50¢!therm. ~ .. The .. difference is, ,'" 

, P:'. ~ ,._ •. , .. , " c'. ,, ___ ••• --' '4' I ~ •• ) ,-' '~,t ':" ',' :::; _ ,;,:'; ::,~:: -: ". y. 

app:-oximately one cen~ a therm. In this case we will use 
,"" ' ....... ' . 

, .... ,.'; ... ,,' 

• ".~... . \ t , ..... -.,.,.. ",., .' ," 

. "::."" .;:, 

. " .... - ;. 
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A.B2-09-12, A.S2-09-21 ALJ/rr/jn/vdl"*'!' ~ ': .' ' .•. t", 

tit SoC8J.ts:marginal'":r~te to~develop::the-'rate':'des:tgXi/a.xid uee~the high 
end of the sta:!'f marginal rate as an ,: upper-iim1t::::f"0,r.:.'rates3 :rn::~the ,>.::-.: ~',~ 
GN-3, GN~" a.nd':GN-5 ee.tegor~<': :B'e'ca.use:·fuel::pr:i'C'es"e.~')vOlatile,. it 
1s e:qlected'": that a:; ne"'--: mar'gina.l·"rat'e"will~:'be'>'deve-1oped(>f'o.r'" each rate:)': ::' 
change appl'icat:ion.· - , '" " ,.J-, ,.'-::::->~ ,- ,:,.,:.-:'),~ ~ ';::;~.:: ~ ',':~ ':;''':'J:::; 

Th"e', adopted r8.t'e-: des-ign":set: t6·rth'1.n'~'Ap:pend'ix.,:,:s::'w·as~'::;" ;',~ ~.: C:':;:o': 
developed' in' the' following" ma:nner:'~ --,,--" ,- -.':.;-,,;~ :~O,,:;:,:~":-:-::~'·~: :-;~::. 

l' .' T'h~e wh'olesale:' eommod1. ~y ·~a.te' wa.s- 'se:t~ ;'~ ': ',::;,:-:: ~:'" -. "', ~ 
at the, average c~st"' of: gas "multipli:ed ~ ,~. : ,'" - ,.,. -"'" . ~ . --
'by the franchise fee factor . , .., 
( 1 .01443) • ' .. GEDA W3;3:' 'th enad'd:e-d:-":: ' . A':,: .. " ,'. ,;" .. ,:- , .':. ': ~,' , 

2'". 'T'lle- ammon:ia' -producer: eommo'dicty 'rate~ ,. " ': ,,' ": ," ' .. "':':: ~ "', 
is' seta.t:,1·10~ of .the average cost ,0:£, .,,~ ",~- " , ';" ,," " 
gas s~~d.., . . _ " ,"".. ~'.': . . .' '. " . 

;. Tbe·.margi~al rate of'5'4:~750¢/~:h~'~~::': :.:'"''',~ ~~-.r." ... : .. ~, >",: 
was used for' all'oth:e:r:'c"ls;ss'e-s ~..,:~ """., ., .. ,~,~ <: 
exc:eptlif-e-linewh-ich::wa,s, set) at.8-5f-, .. " - ',,- '.:" ,'" ." ' .. 
of' .. system average, re'duced by the" .... ,' ' ... ' 
customer charge- ra.--te-- 0'£- -6·'.8·¢'· t"O" .--., .. -: "'."..... .... ,.', :~.: .~, - :: ~ ,~~ 

d"€'rive-th-e commodi·1:y:cha;rge.:rate-: :.:': ",,~<:. '.,- '.' .' . . _. 

The- reS'Ultin'g revenue,und~c'ollect~i:,on-,:... .. " ' .. :',' ..... ,. ,.,. 
was spread as follows,: 

GN-3~;' GN-4, "a~d '~if-5: . 
rates were' iner'eased ,',. " ,'" ,,-~, '"".;:"': -: ',' '" ..... :-' .. ' - ''7 

'1 ... 1~92¢/th-erm to-,5~·942," ' 
. .. - ,... " 

• .' c"," • ,. ... ~." _ 

, '. c 

55.942" and 55.000, ' . 
respecti vely .. " T'he" "GN;':':; 
and"G-N-4'~ates; -reflect:: . 
commodi1:y,plus GEDA ,and" .. 
CCA rates. The GN-5"'-' ''.; 
rate,re1l;ectscomm~dity 
pl uS.,GED,A o·nly.. ..T.he .... 
remaining undercollection 

.was sp,read; ,·in ~equa;l . cents' ., 

,~ .. 
, .', .~ ", ..... , • I • ' 

"' .. \." 

. ,",,'" , ..... 

1.*,,<' •• " ........ ' 

T.... __ ..... _,1 

"per.,therm ,.,to .all , ~', ..,,_ residential ~-'GN-1' t and GN-'2"." ,." "~~, .', -. ~"-." 
. ·rates'';' .~ ....... - .,--~ ..... , ".'.: .' ,..... "'::;'~;~'\-:: ~:~ .... ::: ~.:.»:: 1·,::":~"'t.: .. >:·:'·f:'.-:-

5 •. :rhe:ri:f'eli:ne're.te·.was;~then",:reduce:d,-'by.,.,· .. ~;',C:':'''7 ;:'::"::'.~,::.;.:~; 
2 .. ;P.6¢. ~o overcome the. I:esul ting .. , , 
undercollection, second;a:.nd ":th1'fa;-'t':(er. ,>:"" '"':-. :" :': ", .·;'l-.:: 

residential rates were then increased to 
become 61.166¢ and 71.66e¢, respectively. 
Finally, GN-1 and GN-2 were increased by 
.087¢ to match the 2nd tier residential 
rate. 

..., ..... 
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A.82-09-12, A.82-09-21 ALJ Irr Ivdl ":~\I\ r:: -- ~ \ -" \". 
"" _, I,.,.» ~ " 

.~, ,-.. ':J ' 
'"" -.'\' ' .. ..,. 

" We·'no~e that the above.rate ... des1gnis,a, mod1ficat.ion_of.the_"" e 
guidelines,-set, f,0,rth.:'i~-D~82~04~,1:~6.,··-', '.' ,~':~ .. ~,:_'~ :'~~~'::'~~ .. '~~:: ":,-

, " • .., v ~.J. 

Residential, and. GN-.t -and GN"-2 ra.t,es. wer.e r.eadjus:ted '. t.o:" -:.'~, 
, .. .,'. - • ...... ." '.' ' + '- •• ' ... '.. i .. ,,.,, ',' ' '.' . t , . .t_ ! ... V II' '" - " ~ \ .. 

avoid a sudden: jolt.,in.,11feline rates,which'w.ould.,have experi,enc,ed .. a .. ~. 
• .. . ., , .• ." • <-_ (I • , .' Ie '_. ~ •• 1 ..... ~ ''r' , ... _, • ~ ... 

more than 28~ inc::-ease since the last CAM. Further, a~, str.ict, .. _. . e.,_~ .... ,," ,., ',,) ". ." . -- .. '~ '~. ~'. 

application of, the, gu.idelines~·would produce rates in., the" GN7'3 and 
'. .' • - -.' . • . . '.' _ '.1 "_ .~, \d 0.,' 0, '" '- <, 

GN-4 schedules of above 58¢/therm and. above. 5.7¢/therXlk in ... GN~; •. ,,~e,· ... ,', " 
• . • " H' ••. _ .• ~"J',., ,,\ • _ ". _ -..I ,.~ " • 

have testimony in thi,s :proc,eedingthat. as-,the- natura.l ,gas commodity . . " ". .' ..... ' -, "...... ., . 
p~ice approaches or exceeds l'ow s'!llf'\l.r~'fu'el '0·11' 'prices :1;n the tos 

", ." .. ~ .... '- .', ,- -.. . ... , ,. ," ,,," ;~ ...... '" ....... .,. . ~ .. ~' 

Angeles :Basin. fuel switching ma.y occur,a ,w1'1:~1'e. we~.~·o) !l0:t have solid 
es"ti:a'tes of the amount~ o'! !ue-l~ svitching'. that. wjlL .occu·r a~ various 
al ternati ve gas prices,' we' ~re' 'lo~ath to 's:et"'!lr'i~"e;"~hicb;: wo~ld exceed 

~ ~." ,.\, '" .... 
the current price of fuel oil in s-oCal' s service·a·re·a..··: 

-:- ..... ! ... , • ~:" "-~' ,"~ ', ... ' ••• ".., : ....... - .~ ........ t""" ....... ; ~,'" 

Stai'i" witness Goalwin recommended that· resld:ential third 
• " • '. ,,..,_ •. ' _0, ,,", 

tie'!" rates be eliminat-e:a.. She argue'a- ·that 't-he'r'e:,is~:no~ :valid reason 
.'. ,< .." " .. -.r >.... .... . ~ ,_, ~.' ,h- ', ... ,. ,', " .. '""'" 

at the present time to have· s:te.e:ply~ in.verteIi' 'ra.t'es:"'::t,o.~ ,~~,e residential 
class on the SoCal gas sys'+,em •. 'She' nct:eQ.' :th'a:ta:t~ the>pr.esent time, 
the incremental cost" 'of 'gas~ tEl PasO:}'·is"b:e!owtb.e::'h'igh£st .p:riced gas 
on the SoCal system. According to :G~'a:lw-i~:,:th~ i~':p\;i~aiion of a 
llla::-ginal commodity cost below averag~:dost. 'W:'O:U~d,:.dJ~t:a.te a. declining 
'block rate design, since if more ·'ga:s': 'was' us:e~'t'~ 'a,:'.:J:ow,e"r- aver-age cost 

., .-' ~ .. - .... '"""' .... , .... , 

would result. Therefore, she su:'Om·fts ~the: .in'v"ei:t·e~~:r:e~s1dent1al rate 
is not reasonable during periods":~~~~:~h~'~~b:~';e-:~cO'~d'itions prevail. 

Even if we agreed thit'1,t>~as, ~.'r€'a:~dn·a.bie-:~'~ eliminate the 
inverted reSidential rate design. :s~' s:·p'ro~o:~al.:d?,es not 
accomplish that result. The. elimi'~.~~~:o.~:·;ol th:~:::~h~~~r-.a: tier would 
simply make the second tier :tnve-rs!on :~ll: ::the:'::mo.r:e~$t.eep. Fur-ther, 
we do not agree that the Commi'ssion s.h:ou'ld::r,e"v~r:s.e 7ft's r-esidentia.l 

. _ •• _ '0 '..,I ~...... .,. , .,.' "" .... .} • 

ratesetting policy in response to a short-term 1neremental eost 
si tuation resulting' from 'c:o.ntraC'tua!obl:rga.t1'ons:~l': ,:'!here1"ore, we will 

"~"v -- ." (1- ,', .,<-' ,,'. ,,,+<,-..r- -~"., ____ . 1"\ "" tI"- :\G .".' ~ ... 

not adopt the staff :t:ec~~~nd~~;o~~: .. :,,'.:- ::~,;~::",;,.~~.::;;~,>:>':; 

... ~ ,,, '" '-. ,-, ... ,', .... : ....... : ~ ~.:~~ ~-~: J~~ "-I: ,~ __ ~~~~ 
-- ~~~ .~~ ~~~~~ 0: ~7S0. 
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e SDG&E ,:. ~ :~ ';: ~::::) ,.. ... ... J ',~ ,~~,~ -,-----,----
:SothO 'SDG&E'an-a: ':staff subm-ftted:- 'recommen'd-ed:' :r'a:t,e\ "des:;t7gns- . 

generally follorlng ctbe~·~gu·ideli·nes 's~et>f6rth~ in:' SDG&:E''''S:'''Ap~rfl' 1.<:'I·?Z;·.<,:-:::)~ 

CAM D.82-04:-'f6.· "These- ~gufdellnis Yere'-a:l:s:O;:used'::-:r;n ·t'nEf~:r.£l'st:' :I:nter':l:m:.:>:''': 
D .82-'1'0":0'40 'd'at'ed O''c-to~er: 8",' f982 'in: :th":r:s~ '·p:r~ce·e'di:n:g.>:, .we-:,,:wn:t·~ . S 
continue 't'o us·~ 'these g\i{de-lfnes: ':in":'spre'a:&rn'g ·:t'h':e',7r'evenue>-iequireme·n;t:::. ,: 
for thisphas'e' -of'the "proC:ee·d'fng.'·; T'he:r'eve'riu'~ r'eq,u;fTement:: f:o.-r:' SDG"8-.E 
is set :forth in the ·f'oilowi'ng'-ta.b-le,~no'W'eve'r~~: "the: rceve'riue ?s-p:r:e:a:d: )":(: :'~~: ~ ::' 
among'elasses"will 'be's~et f'o:ith ':1'ri':our -de:c::rs:i6n:''''in:~A;59788,~'~SD'G&E:I':$; .-:~::; 

pending request for a 1983 attrition allowance. 
, "' - • " :. ~ ~ , • "., k" , .. .'.:"" .'~ ' .. ~ '," .'. : .... ,. ':" .......... ~'."". ~ •• ~ ~ ,", ~ :-, .' ".' •• :: \ .. <\ ,~\ , .... -,'""'" • ;'\ 

,San "Diego Gas 8': Electr1.c Company _. . . 
. . " .- .... '"" .... , .. ,.., .... ,-,.\ ··· __ .\or:-' ..... , ....... ~ • ~ .... ,,~"'~-"'.... "... ,:," 

Revenue Requirement ':for Ga.s D'epar~m~nt"" "',""-
(Revenue Dolla.rs· fri~Thous'a:nd's ~.: •... ;- ;:" ~ ::<': ~'::~:\:; ::- ': .:',,' 

! . . PGA 'Reven';~ . Requ± rement . " ,. "' :: .... , ... ~ :: c,. _.\ :::--; .. ",,:. - . ;'.:: ":-. '., -; "" :' 

A. Cost-of' purclia.sed·~Gas:: .-: <.::,)-::'-:':'::'.;. ":-.',,~.,~ ... :<, .. ::- '."';;'~.,,:: "',';- ":' 

1. C ... '!'1 ....... ity Charge .~."' I.", ''''~:''21''''''76r''0 t:,· .. \··' ... ·a'~·~····-'YIo.,r:w"..... ' ..... ' _ .. ,~ "', .. ' • ,'f' • '" , .. ,~ .. .-.I. .... 

2. :Commodity: Charge,·:- ...... -:-".";:-:::.-:;- .~ .. ,»:.:' .:,';;"- '.''''': ::, 
. 954 ,662 ~O"M~h x $,.4.21 OO/th ". '.. 401 ,.9'17.0 

'X'.~ ·'rNG·:N't·-: ,.r' . .•••• " ',," -,''' ."~.' .. -" ........... '., .... "'''''''(''000 0·)·· .... ,-',,· ',.', .... , .; JJ e ." ., . '.''''..J ... ;.,';-- ~ ,,~,. _ ('"' '..' \ .. ' -'. . h .... , 

4.. :!'otal 
:8. T:,,,,i"ce:' 8/3'1'/8'2 PGA :8al." Acetr~;- 'Am'ount ,".' 
C·~ "Net 'PGA~'Reve'nue' Requirement{A-+~·B')-S.'~ 
.' ...... ": .... ', " ', ......... ,....." .... - •• , , ' '¥II 

D ~ 'Fran. Fees' and' 'UncoIl. on Reta.:11 Sales 
E. PGA Revenue Re~uirement 

(C + D) (.46208 & .47163) 

422~ A'93 '.0 ~.,:: - :'-, <>: ": :: 

• =1,",,\ 458": y.: 
'.' 4-6~ ''7 1::1" <"\. ,', ,', .. '. " '::' "".,' ~ . ~ ~.' - ........ , , ... -"" ' 

-~'-'~OL":";"2 .'.~'"", .... '," ~.', ,. \ ,. - ',' ~ ,.,' t:'~ .. ." ,. - . ,'J __ 

-------.. ------
II. SAM, Rey-enu-e". Req'\l:~rement:< :,~:' .:: '.':.' ~ .. :. >:<"~'C ~,~ ':'J:-i~~ ~,~::; • ~ 

A. SAM Margin .":' ,'>'~, ,'., ,,< .:": ~:',:~< -,~ . .-9?,..§~~.:'"'~;,;::::".:-::- "':':,~:-
E •. Twice"8!;1!82 SAM Eal. Acct. Amount ;,20,.5 ...... '~- ... ~~ . . , ........ _':.'~.~r :...r:',,,,,,;~,'":' ~ ' ..... ' "'.- . ,h.~I'~ ...... "", .... '-,I:::"~""" ,~ .. '-' •• -.... ,-. t"\- .... 1 ...... r-': 1:' . C. S bt't 1 (A + :8) .. .". "- ,,- '. .. - ·cS· ·8'4C".B- '.' . . _ . U 0 a . 'v .., .~ .. - ,'P • 

• ~', '... .....- " ~ '/ ""," 'I '. -~ ". • ',Jo. ,... ". P...', .... ~... '"" '('. ...~". t. ",;., • ...:. "",,' """ -:. t"'T ....... j ~' ... " " .'. 

D. Less San- Die'go P"ranchise-'Pee;' D'iffe-rential' ' .. '. "'75':8 ... ',,~ "' .. ,.~ 
E. SAM Revenue Requirement (C - D) 95,474.0 ":'~:':~.:~:::-:':': 

III. CPAC Revenue Requirement 1,82'6.6 
IV. T'otal Revenue Requirement 

(IE + lIE + III)* 537,61~.O 

*Excludes revenues o~ $1,;21,700 for San Diego 
franchise ~ee di~ferential. 

- :~:. ...' 
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Findings of Fact ",-:-.::,""'f"T"':' 
........ '-' .~~ <~ 

1. . ~'he .. ·revenue-. requi,rement. a.d.opt-ed. .. i"n· .D·_82":",.1 O-.040·~ated:'" 
. w', ,_ _ .. • ,',....,. u ~ .1... ~... _ ~ .... " .. ~.' ...... ' "" , ~.... ~ ..... 

October'S,. 1 9B-2:needs· ::t.o~ b-e: reduC"ed~ .by $4.,.,.-172:·r:OOO. "t.o . .r-e:f'lecit.,'~ -, . , ".. ._",. .d. ..... .. . ..., ,_~' ".,. J .. :,~ ..... ". ,,,' J- ....... ,... 'j. " •. 1_.,", ~ t~,.~ I··.~_:) 

re-duetion·s by: ·SoCa.l·~s ga.s·. supp:l-i:.ers''Y":,"El :Pa.S:,O: ,~a:n.d."';Tra1l.a~est.e:r:n .• ::.'.:' -Sb . c: :':/.::: 
2.. Mi:'tiga.t.ion"of; "thei·mpac;t. of~ .th~.:rat.e: i;nc.r:E:~s~e ,on. ;c:us::t0~.e!s_.:::=: .:: 

a. justifies. 12~month a.m.ortiz.a.t·i·on ·,rate. ·for .·the,WT balanci.ng. a.ccoun.t·-. r ... 
• ~ • • ," " .." - •• • >- ... ~.' - .• ' " ., '" "." ........ ,.., ... ... '" ~ ._' .... 

. ;. '. Fo-I": purposes ··of: ca.l.culating the ~r.e.~en,u.e: ...re.<ruiremen.'t £o~, '" ",',. _ -.'" 
" . ~.~. .' . ) . ~ ......... , . ... ... .', 

this proc-eed~i·ng~< it \is reasona.'ble,'t.o rei,lect .. ,t,he :$,'·4. .. 9, .mill.ion.~ga.s ...~. '". 
~ •• 'f' ..... , ,""" >-""-..., .... ~ '" .,,, .~_ ,,~; ... \. .... 

cost. disalJ;:owance.:yh±ch was :,s:t.a.y.ed -:p-end:i:ng:.t.~e· r.ehea:r.-ing:"rde,red·i.n~. ~ _. '~." 
,. "~ --' ' ••• ' •••• , ,.' ,- " j • ,-,' '"'' 

D.82-09-109- ' .. ~ . 
.4.. The evidence is inconclusive", .. to det.ermine. th~ gas rate 

levels to industrial and:' ~t~k;--~:L~6tri~' ee~~iat'i'~'ri' cJe't:orcers which 
will cause su'b$ta.nti~l' ::f'~~l,switc~iri~.~' :~:~':~,-;: :~~:':"':'~;';"; . .;-: 

:;. The gross reve.nuE' requirement 3.uthor,ized:in::-SoCal,.'.s,,:-general 
.. .,~. .... I'V ,_' _ ' . ..... ., '" • I.' ~ 

rate case proceeding A.~1081 should 'be ineluded"in ... the rates_" 
'. -. - "~~ ........ , .~. .......... .. .. ". 

authorized in'this::decision. r ~ •• ":" ., .... r' .• _, .... . 
• " ... ,'c'.' ..... " ..... '.r 

6. The .. rat~ ,design proposals su'bmi tted;':!:'n eVidence;)did S:include .. , .. - ;. ~ . ... ":.'" ~', .': '( .,;.~ .... ' "". ~' ;::..:.:, ~. ::~ :; 
an estimated.revenue requirement to reflect'SoCal'fs~gene~al rate case 

_ .. _ .... _~,~ _______ .. _.---.._.---. 'r .... ,....... • ... 

proceeding A.6,1 081:.:, '. • .. ~_ '"' , . " 
7. For' SDG&E ~ it is reas:ona'ble ... to us.e the ra:te;,· d,es,ign. .. > 

. ~ , . .• .' ." J • ._, • ..; ". • I. ' , +~ "r '" ......... • .... , 

guidelines set. :f'"ol"'th in D .82-04-16 to,s:p.read., th.e .. r,esul tl:ng i.ncrease 
. . . -. , .. --. '... .... . ~ ,--.. .... ~ . ...; \.: ,- . '"" 

in revenue requirement •. This spre.ad'W,.ill·b,e~,ac'com:pl.ish.ed i.n...A.5~,788 
• .,....."",.........~. .... "J ".... • •••• ~,; ., ... • ' ... , 

which is pending. '-:-:',:;..',,,:, ::~:~":\\ .. :,::,,;,~,,:,.,,~ ;.:::: .: 
Conclusions:' of~ iay~'''' ~:. ':' ~.~,\ .... ~ .~~.'~I\~\:i .~\. ::' lC ~ \ 

1. The rates adopted in this decisio-n"' 'e.r'e"': ·jus~ an;a::;r'~a:so'il!a"ble 

;, .: 'T;: ,. . . . 

. ....... ',. ....... ' .... ;: ...... 
_L ':. ,:..~ .. "": •••• '1.../ ~:, "': .-.,...-, .;,.,. ~ .... I " .. ';:..". 

.... '"" ..... ~ ...... ,,' .. It. .. 

~ ...... ~ .. ~ <~": :" j:.:.~: :1 .", ... '- '''l-:''f •. t~ ....... ~_ .. "", 
_ 'T __ .~ '." .... , ........ _.\ ,. .... 
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e SECOND INTERIM ORDER 
IT IS ORDERED that: 

1. The gross revenue requirement authorized in Southern 
Calit'ornia Gas Company's (SoCal) genera.l rate ea.se proceeding A.61081 
shall be included in the rates authorized in this decision. 

2. On or a.!ter the effective date of this order, SoCal is 
authorized to file revised tariff schedules reflecting rates attached 
to this order as Appendix E. to be effective no earlier than 
January 1, 19B;. The revised schedules shall apply only to service 
rendered on or after their effective date. 

This order is effective today. 
Dated December 8, 1982 ,at San Francisco, Califo,rnia.. 

I dissent in part. 
/sl JOHN E. BRYSON 

Commissioner 
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e AP'PENDIX A 
Additional Appearances 

Protestant: Herman Mulman. for Seniors for Political Action. 
Interested Parties: Downey, Brand, Seymour & Rohwer. by ~hilip A. 

Stohr, Attorney at Law, for Monsanto Company and Union Carbide 
Corporation; Harry Phelan, for California Asphalt Pavement 
Association; Burt Wilson. and Jeff :B. Cohen, Attorney at Law, 
for California Association for Utility Service Equality 
(CAUSE); James C. Dycus and Edward Duncan, for themselves; John 
Witt, City Attorney, by William Shattran, Deputy City 
Attorney, for City of San Diego; Jules Kimmett, for Concerned 
Citizens o~ :Burbank; Daniel E. Gibson and Michael C. Apra, 
Attorneys at Law, for Pacific Gas and Electric Company; :Biddle & 
E~ilton. by Richard L. Hamilton, Attorney at Law, for Western 
Xobilehome Assoclation; and Michael A. Nolan, for United 
liomeowners of :Burbank. 

Co::ission Staff: Richar~ Rosenberg. 

(END OF APPENDIX A) 



A.82-09-12, A.82-09-21 ALJ/rr/vdl * 

APPENDIX E 
SOUTHl:RN CALIFORNIA GAS COMPANY 

SUMMARY OF PRESENT AND PROPOSED RATES 
JANUARY 1, 1 983 

Commodity Rates in ¢/Therm 
Class of Service Present Rates Proposed Rates* 

D.82-10-040 
t:f Increase 

Residential 
Lifeline 
Tier II 
TiE>r III 

Cocce~cial-Indust~ial 

GN-1 
GN-2 
G-COG 
GN-32/42 
GN-;6/46 
A~onia Producers 

'O'-:il. Elec. Gen. 
Scattergood Unit #3 
GN-5 

'W"holesale 
G-60 
G-61 

40.480 
57.:'>18 
67.318 

57·318 
57 .. :318 
53.R08 
54.750 
54 .. 750 
46.95B 

53.808 
53.808 

4~.494 
43.494 

41.610 
61.417 
71.417 

61.41"-
h1.417 
55.000 
56.037 
56.0"i7 
45.494 

55 .. 000 
55.000 

42.100 
42 .. 100 

*Residential Average Rate: 5~·380 = 98~ system average, 
96% retail average. 

55.821 = 2 .. P-.", above system 
average .. 

Retail Average Rate: 

Total System Average Rate: 54.316 = includes wholesale. 

The above averages include customer and capacity charges. 

(Red Figure) 

(END OF APPENDIX E) 

2.8 
7 .. 1 
6.1 

7 .1 
7 .1 
2.2 
2.3 
2 .. 3 

(3.1) 



D.:82-12-047 
A.82-09-12 
A.82-09-21 

COMMlSSrON PRESrpENT, JOHN E. BRYSON, dissenting in part. 

The inereased rates for industrial and. electric 

utility customers adopted in this decision are likely to 

lead to additional fuel switching by those customers from 

n~tural gas to oil. This will have two undesirable and 
avoidable effects. 

First, it will result in higher rates to those 

customers who continue to use gas, because SoCal's fixed. 

costs will have to be borne by a smaller number of customers 

and spread over reduced gas sales. At current rates, when 

electric utilities and co-generators p~y 53.8 cents p~r 

thcrm and incremental supplies of n~tural gas cost Soeal 

37.5 cents per thcrm, eaeh therm o! gas ~~t sold as a result 

of fuel switching will result in a lost contribution in 

excess of 16 cents to SoCa1's fixed costs. This loss will 

have to be made up by customers who continue to usc natural 

Second, further fuel switching will have an adverse 

impact on the entire southern California economy since the 

aggregate cost of fuel in southern California will be increased. 

This is true, as staff witness Don King's testimony sets 

out, bcc~use industrial and utility customers, to avoid the 

56 and 55 cents per therm gas rate here adopted, will instead 

purchase oil at a cost in excess of 50 cents pcr th~rm. The 

net effect for each therm of fuel switch will be an increase 

-1-



in total oil and natural gas cost to southern C~liiornia of 

~ at least 12 cents to 13 cents per therm equivalent, or 

approximately onp-third the incremental natur~l gas cost. 

In fact, this' Commission has previously looked to 

effects on combined natural gas ~nd oil costs for the regional 

economy as the basis for fuel cost rate decisions. As 

recently as April 28, 1982, in D.82-04-113, the Commission 

concluded that minimizing total fuel costs for southern 

California was sufficiently important th~t it could justify 

purchasing natural gas at prices higher than the rate at 

which that incremental gas could be sold, so long as those 

purchase prices were lower than the cost of oil. 

It is true that we do not know exactly what degree 

of fuel switching will follow from any particular increase 

in low priority customers' rates. But where 14~ of SoCal's 

load has ~lready been lost, there is more than sufficient 

evidence that we have reached rate levels at which fuel 

switching will occur and that great caution should be exercised 

prior to further increases for industrial and electric 
customers. 

It is very unfortun~tc that a decision not to 

raise industrial and utility rates would mean impOSing the 

bulk of this incre~se on rcsidcnti~l gas customers. In the 

present case that would mean a 7.9% increase in the average 

residential rate as opposed to the 3.95~ adopted. 

It is important, however; to recognize that residential 

gas ratepayers are not in any meaningful sense protected by 

decisions which hold down the residential gas ratc at the 

-2-



expense of fuel switching. This is bcc~use residcnti~l gas 

~ customers are also residential electric customers and consumers 

of the whole range of products and services produc0d and 

provided in southern C~lifornia. They arc also employed by 

southern California businesses which be~r the increased fuel 

costs to their competitive disadvantage. If we take into 

account the full range of impacts on their lives, residents 

of southern Californi~ can only be hUrt by decisions whiCh 

result in turning aw~y from 37.5¢/therm natural gas in favor 
of SO¢!therm equivalent oil. 

For this re~son, I ~~ particularly concerned about 

the line of reasoning advocated by some participants iln this 

proceeding that the Commission should raise industrial and 

utility gas rates to allow fuel switching until residential 

gas rates are thereby increased. Equity requires taking 

account of the imp~cts of such a decision on the dwindling 

number of industrial and electric customers on the system 

whO would by this approach be required to bear all the fixed 

costs presently borne by customers who switch. But, even if 

the focus were limited to residential customers, such ~ 

decision would in fact impose signific~nt costs on all 

residents. This Co~~ission should unequivocally reject such 
an approZl.ch. 

S~n Francisco, Californi~ 
December 8, 1982 

-3-
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We note that the above rate design is ~ modification of the 
guidelines set forth in D.82-04-116. 

The reason for the deviation was that a strict application 
the guidelines would produce rates in the GN-3 and GN-4 schedules of 
above 58¢!therm and above 57¢/therm in GN-5. We have testimony in 
this proceeding that as the natural ga.s commodity price approaches or 
exceeds low sui:f'ur fuel oil prices in the Los Angeles Basin, fuel 
switching may occur. While we do not have solid estimates of the 
amount of fuel switching that will occur at various alternative gas 
prices, we are loath to set prices which would exceed the current 
price of fuel oil in SoCal's ser~ice area. 

Staff witness Goa,lwin recommended that residential third 
tier rates be eliminated. She ar~ed that there is no valid reason 
at the present time to have steeply~nverted rates to the residential 

. \ 
class on the SoCa1 gas system. She n~ed tha.t at the present time, 
the incremental cost of gas (E1 Paso) i~'below the highest priced gas 
on the SoCal system. According to Goalwi~ the implication o~ a. 
marginal commodity cost below average cost ~U1d dicta.te a declining 
block rate design, since if more gas was use~ a lower average cost 
would result. Therefore, she submits the inver~ed residential rate 
is not reasonable during periods when the above c..onditions prevail. ", 

We will adopt the staff recommendation. . 

SDG&E 
:Soth SDG&E and staff submitted recommended rate designs 

generally following the guidelines set forth in SDG&E's April 1982 
CAY. D.82-04-16. Th.ese guidelines were a.1so used in the first interim 
D.82-10-040 dated October 8, 1982 in this proceeding. We will 
continue to use these guidelines in spreading the revenue re~uirement 
for this phase of the proceeding. ,The revenue~~ui~ement ~ s~~ 
-f~h-in c~e-rollOw!~ ta'ble-. /i.I~:t~"h s~t,r-~~~---:;;, ~ a/7.M ~. 

~/ ',' . »1r~ '~~; ~~-
/ ! 
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San Diego Gas 8: Electric Company Derivation of 
Revenue Requirement. 

(to be prepared by Utilities Division) 
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Findings of Fact 
1. ~he revenue requirement adopted in D.82-10-040 dated 

October 8, 1982 needs to be reduced by $45,172,000 to reflect 
reductions by SoCal's gas suppliers, El Paso and Transwestern. 

2. Mitigation of the impact of the rate increase on customers 
justifies a 12-month amortization rate for the CAM be.lancing. account. 

,. For purposes of calculating the revenue requirement for 
this proceeding, it is reasona.ble to reflect the $14·9 million gas 
cost disallowance which was~tayed pending the rehearing ordered in 

D.82-09-1 09. ~ 
4. The evidence is inco clusive to determine the gas rate 

levels to industrial and steam lectric generation customers which 
will cause substantial fuel sWi~hing. 

5. The gross revenue requ~ement authorized in SoCal's general 
rate case proceeding A.61081 should be included in the rates 
authorized in this decision. ~ 

6. ~he rate design proposals submitted in evidence did include 
an estimated revenue requirement to eflect SoCal's general rate case 
proceeding A.61081 • \ 

i. The rate design modificatio~as set forth in this decision 
is 0. modification of the guidelines set\ forth in D.S2-09-116 and is 
reasonable. 

8. At this time it is reasonable to eliminate the third tier 
of the residential rate since the incremental cost of gas is below 
the highest priced gas in the SoCal system. 

9. For SDG&E, it is reasonable to use the same rate design 
guidelines as set forth in D.82-04-16 to spread the resulting 
increase in revenue requirement. 
Conclusions of Law 

1. The rates adopted in this decision are just and reasonable 
for the period these rates will be in effect. 

2. Eecause of the need for rate relief concurrently with that 
authorized in A.610S1 this order should be effective on the date of e signature. 
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Rowever, King testi~ied that there were extenuating 
,\. 

cir~stances which justi~ied a 12-month amortization rate. He noted 
that recent rate increases have been very large and since we are 
entering the winter season, a 12-mon'th amortization rate would ease 

" the burden on the ro.tepa.y,er. He furth.er noted that the 12-month 
amortization rate would on remain in effect for three months until 
SoCal t s next CAM procE'eding . n April 1983 .. 

:Because of the s~ecial circumstances 
we will adopt a 12-month amorti ation rate for this proceeding .. 
Balancing Account Adjustment 

Exhibit 58, page 3, show an estimated CAM balancing 
account for the end of December 198 o~ approximately $167.0 million 
undercollection. Staff is generally agreement with this esticate; 
however, there was a difference of opin on whether an adjustment 
$~oule be made for the $14.9 million gas ost disallowance which had 
been stayed peneing the rehearing ord'ered i D.S2-09-109.. SoCal 
argued that it is inappropriate to adjust 
$14.9 cillion until the Commission issued 

We see no reason why the revenue requirament considered in 
this proceeding should not be reduced by $14.9 mil~n. However, the 
recorded figures on SoCal's books need not reflect th~adjUstment 
until the CommisSion does issue a final order. 
Gas Supply and Underground Storage Plan 

:Because of price differences~ the takes of gas from the 
various supply sources and the underground storage operation have a 
significant i~pact on the forecast period revenue requirement. 
SoCal witness Pocino, testified that during ·the CAM forecast period 
the only discretionary gas SoCal expects to purchase will be :Pitas 
Point and El Paso discretionary volumes. ~he ~orecast of Pan Alberta 
purchases is held to the minimum annual contractual obliga.tion. 

- 6 -
.. 
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e In his testimony on the P-5 market, Rawlings stated that on 
May 4, 1982, when the GN-5 rate of 51 .8¢!therm became effect.ive, two 
of SoCa.l's utility electric generation customers began using fuel oil 
priced equivalent to a natural gas price of 47¢/therm. :Soth of these 
customers indicated they ca.n continue to purchase oil at prices 
advantageous to their ~stomers. Should this occur, SoCa1 could 
experience a loss of up 0 56.2 :Scf per year. One of these customers 
is in the SCAQMD and must urn gas on stage one or worse Ozone 
Episode days. SoCal has :f'~r other retail P-S customers. Thus far, 
these customers have not swi ched to fuel oil; however, Rawlings 
testified that these customer would switch in the event GN-5 rates 
exceed the prices at which the customers can purchase oil. If all 
six P-5 custome:-s switched to fu 1 oil, the market loss to SoCal 
could amount to 189 Bcf annually r the equivalent of about 9 million 
ba:-:"els o! oil. 

We now turn to a discussi of fuel switohing by SoCal's 
ineust:-ial customers. e Jones described the fuel swi ching model which Battelle 
Me:lo:-ial Institute of Columbus, Ohio, d vel oped fo:- SoCal (Exhibits 
21 and 22). ~he purpose of the model wa to predict fuel switching, 
in the short term, by SoCal's industrial ~ustomers. 

According to Jones, an industria~oustomer's decision 
whether or not to switch to an alternate fue~is comprised of two 
pa:-ts. The first decision is whether or not to, install additional 
eqUipment (storage, burners, etc.) necessary to burn an alternate 
fuel. This decision is based primarily on a lite cycle cost 
analysis. The second decision a customer must make is the decision 
of whether or not to switch to the alternate fuel once the capability 
exists. The second decision is modeled using an econometrically 
estimated equation which includes factors customers conside-r in their 
deCision. 

- 10 -
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The positions of the other parties on the question of fuel 
switching is set forth in interim D.82-10-040 at page 16 and we need 
not repeat the discussion. However, it is worth noting that all 
parties generally recognize that the loss of more than 50~ of 
SoCal's retail P-3, P-4, an'Q. P-5 market at this time would probably 
result in increased resident\al and P-1 and P-2 nonresidential 
rates. We note that the gas \sUPPlY that would be cut back i'f there 
were a major market loss is El Paso gas at 37.6¢/therm (Exhibit 58). 
,!he:-efore, there would be over 16¢/therm loss in contribution to 
margin 'for each therm of market Since the remaining customers 
on the system must make up the ne loss in contribution to margin for 
each there. of market lost, we must onclude that higher rates :for the 
remaining eustomers would result. 

Unfortunately there yet is ~. precise answer to the 
~uestion of how high the gas rates to t~ la.rge industrial and 
electric generation customers can be rais..ed before there is more fuel 
switching. Also, we have not had SUffiCi~ time to evaluate the 
effect of the last increase, effective October 13, 1982, which 
increased SoCal's GN-32/42 and GN-36/46 rates from 52.75¢/therm to 
54.75e/therm and GN-5 rates from 51.808¢/therm to 53.808¢/therm. 
We will consider all of the above in setting the adopted rates. 
SCAQKD 

Larry Bowen, Director of Rule Deve10pI:lent for SCAQMD,. 
stated that his staff has drafted a number of control mea.sures which 
would be subc.itted to his board for consideration in case problems 
:-esult f:-om fuel switching. He briefly described the control 
I:leasures his staff had prepared. He hoped that a general s·hift to 
f'uel oil does not occur and that there will be no need to pursue such 
control measures. 
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Rate Design 
We will adopt the sa.les volumes, ga.s takes f'rom the various 

sources, and the estimated December 31, 1982 CAM balance as set forth 
in late-filed Exhibit 58. As discussed previously, we will reduce 
the revenue requirement to reflect the $14.9 million gas cost 
disallowance and will use a 12-month amortization rate to amortize 
the CAM balanCing account. These adjustments are reflected in the 
adopted revenue requirement set f'orth below: 

ADOPTED REVENUE REQUIREMENT 
OCTOBER 1982 CAM 

Cost of Gas Purchased 
Carrying Cost of Stor. ge 

Inventory 
CAM Balance 
Gas Cost Adjustment 

Subtotal 
Franchise Fees and 

Uncollectible Expense 
Gas Margin 
Revenue Requirement 
Revenue at Present Rates 

Including Exehange Revenue 

(Dollars in Thousands) 

~4,02;,584 

2,241 
166,973 
151 ,573 

$4,177,298 

72,165 
752,188 

5,001,751 

(Red Figure) 

5,062,589 
(60,8;8) Addi tional Revenues Required \ 

To the $60,838,000 reduction we wi 1 add the revenue 
increase authorized in SoCal's genera.l rate ~ncrease A.61081. This 
total revenue requirement will be reflected in the adopted rate 
design. Accordingly the :rigure for the gas margin shown above, will 
have to be increased to reflect the general rate increase authorized 
for test year 1983. 

- 17 -
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D.82-04-116 dated April 28, 1982, sets forth the 
appropriate guidelines for SoCal. These guidelines are based on the 
premise that gas customers should pay as close to the utility's 
marginal supply costs as revenue requirement constraints and 
minimization of fuel switching allow. 

The critical element is the establishment of a gas marginal 
rate. The marginal rate is ~ot the same as marginal cost. In D.82-
04-116 we adopted staff witne'ss Cavagnaro's methodology for 
developing a marginal rate. ThliS set forth on page 24 of the 
decision: 

. ~Development of the mar inal rate would be 
based upon consideratio~ of the following 
elements: (1) a reasonaole price for 
discretionary purchases~ (2) the variable 
cos~ of the most expensiye gas supply, 
and the price of 0.25% a~d O.5~ low 
sulfur fuel oil and the ~rice of $2 
distillate oil.'~ - \ 
Then in footnote (1) on p~ge 24, we noted: 

~(1) Such a rate would not ~ calculated 
with ~athematical certaintY\Nbut rather 
judgment would be applied to various 
factors to develop a limited ange for 
marginal rate. For this proc~eding only 
(D.82-04-116) the marginal rat~ was 
derived mathematically since fuel 
switching and economic studies necessary 
tor its development were unavailab1e.'~ 
The staff witness developed a marginal rate using the above 

factors with a range of 54.884 to 55.971¢/therm. SoCal's marginal 
rate range was 5;.8 to 54.750¢/therm. The difference is 
approximately one cent a therm. In this ease we will use 

- 18 -
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SoGal's marginal rate to develop the rate design, and use the high 
end of the staff marginal rate as an upper limit for rates in the 
GN-3. GN-4. and GN-5 category. :Because fuel prices are volatile, it 
is expected. that a new marginal rate will be developed for each rate 
change application. 

developed 
The adopted rate design set forth in Appendix B was 
in the fOllOWin~\ manner: 
1 • The wholesale ommodity rate wa.s set 

at the average cost of gas multiplied 
by the franchise fee factor 
(1.01546). GED~aS then added. 

2. The ammonia prod cer commodity rate is 
set at 110% of th average cost of' gas 
sold. \ 

3. The marginal rate of 54.750¢/therm, 
was used for all o~er classes, except 
lifeline which was set at 85% of 
system average, red 'ced by the 
customer charge rate of 6.8¢ to derive 
the commodity charge ate. 

4. The resulting revenue ndercollection 
was spread a.s follows: 

GN-3, GN-4, and GN-5 
rates were increased 
1 .192¢/therm to 55.942, 
55.o~2, a.nd 55.000 \ 
respectively. The GN-3 
and GN-4 rates reflect 
commodity ~lus GEDA and 
GGA rates. The GN-5 
rate reflects commodity 
plus GEDA only. The 
remaining undercollection was 
spread in equal cents per 
therm to all residential, 
GN-1 and GN-2 rates. 
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SoCal's ma~ginal ~ate to develop the rate design, and use the high 
e:.d o! the sta~! marginal rate as an upper limit for rates in the GN'-
3, GN-4, and GN-5 category. :Secause fuel prices are"volatile, it is 

" 

expecte~ that a new Qarginal rate will be develped for each rate 
c~~ge app:ication. 

~r.e adopted\rate design set f'orth in Appendix B was 
developed in the fOllo~ng manner: 

1. The wholes~e co~odity rate was set 
at the aver&ge cost o~ gas multiplied 
by the franchise fee factor (1.01546) 
GEDA was then\added. 

2. The ~monia producer commodity rate is 
set at 110% of ~he average cost of gas 
solc.. \ 

3. The :argin rate ~ 54.750¢/ther=~ was 
used !or all othe~ classes, except 
lifeline which was\set at 85% of' 
system average~ re~uced by the 
customer charge rat of 6.8¢ to derive 
the commodity charge ~ate. 

4. The resulting revenue undercollection 
was spread as follows: 

GN-3, GN-4, and GN-5 
rates were increased 
1.192¢/thero to 55.94~ 55.942, and 55.000 
respectively. The GN-3 
~~d GN-4 rates reflect 
comcodity plus GEDA and 
CCA rates. The GN-5 " 
rate reflects commoc.ity 
plus GEDA only. The 
remaining undercollection was 
spread in e~ual cents per 
therm to all residential r 
GN-1 and GN-2 rates • . 

5. The lifeline rate was then 'reduced bv 2.386c. To 
overcome the resulting undercollec~ion, second and 
third tier residential rates were then increased to 
become 6l.l66cand 7l.668c, res~ectively. Finally, 
~-land GN-2 ' .... ere i!'lcre.:lsed bv .08i¢ to match the 
2nd ti~r residen~ial rate • 

-20 -
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~';e note that: ~e abo~ rate design isa modification 0·£ 
the guidelines set forth in D.82-04-ll6. 

Residential and GNl/crn2 rates were readjusted to avoid 
a sudden jolt in lifeline rates which would have experienced a 
more than 28% increase since the last C~~. Further, a strict ap-
?lication of the guide~nes '..:ould produce rates in the GN-3 and 
GN-4 schedules of above \8¢/therm and ~bove S7¢/therm in GN-S. 
:.;e have testimony i:l. this ~roveedi:l.g that as the natural gas com-
modity price a~proaches or exceeds low sulfur fuel oil prices in 
the Los Ange~es Basin, fuel switching may occur. While we do not 
have solid estimates of the amount of fuel switchi:l.g that will 

, 1 ,\, ~ h . occur at varl0US a ter:l.atlve gas ~rlces, we are .oat to set prlces 
which would exceed the current~ .. rice of fuel oil in SoCal's service 
area. 

Staff wit:l.ess Goalwin ecommended that residential third 
tier r.ltes be eliminated. She a~ued that there is no valid reason 
.:.t the ?resent time to have steep y inyerted rates to the resi-
dential class on the SoCal gas svs em. She noted that at the pres-
ent time, the incremental COSt ~f \as (El Paso) is below the highest 
~riced cas on the SoCal system. Acc'ordinl"'r to Goalwin, the im~lica-... - \ ~ -
tion of a marginal commodity cost belo\~ average cost would dictate 
a declining block rate deSign, since if more gas was usee, a lower 
average cost would result. 'Therefore, she submits the inverted 
residential rate is not reasonable during periods when the ~bove 
conditions prevail. 

Even if we ag:eed that it was reasonable to eliminate the 
inverted residential rate design, staff's proposal does not accom-
plish that result. The eli~inate of the third tier would simply 
make the second tier inversion all the more steep. Further, we do 
not agree that the Com.l"lission should reverse its residential rate-
setting policy in response to a short-term incremental cost situation 
resulting from contractual obligations. Therefore, we will not 
adopt the staff reeommendation. 
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SOt]T'Q'....ERN CAr.IPORNIA GAS COMPANY 
S~~~Y OF ?RZSE~T A.~ PROPOSED RATES 

JA,:roKRY 1" 1983 

Class of Ser\~ce 

;\es!.dent!.al 
L1:'eline 
Tier II 
T!er III 

Co~erc1al-L~dustr1al 

GN-l 
G~-2 
G-COG 
GN-32/42 
GN-36/46 
A~~onia Procucers 

Util. Slec. Gen. 
Scattergood Unit #3 
GN-5 

'i.'h.olesale 
G-60 
G-61 

\ 
Commodity Rates in ¢/The~ 

Prese:lt Ra.tes Proposed Ra.tes* 
'D-82 -10-040 

\ 
4.0.480 
5~·318 
67\.318 

\ 
57.3l..8 
57.318 
53.80 
54.750 
54.750 
40.958 

53.808 
53.808 

42.504 
61.166 
71~668 

61.166 
61.166 
55·000 
57.488 
57.488 
45.497 

55·000 
55.000 

(Red Figure) 

% Increase 

~.o 0.1 
6.5 

2.2 
2.2 

.. These rates a.re preli::Unary. They are based on an acditional 
reven~e requirec.ent of $180 r:1111on. (General rate case $240 
~i1:ion less Ck~ reduction S60 ~l:ion.) 

Residential Average Rate 
Retail Average Rate 
To~al Syste~ Average Ra.te 

5~.978 II: 96% systet:l average 
5Q.073 
54)+;6 

:he above averages include custocer ~~d ca9acity charges. 
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SECOND IN~ERIM ORDER 
IT IS O~DERED that: 

1. The gros:s revenue requirement authorized in Southern 
California Gas Coml?any'5 (SoCal) general rate case proceeding A.61081 
sha.ll be included :Ln the rates authorized in this decision. 

2. On or after t e effective date of this order, SoCal is 
autnorized to file revis d t~ri~~ schedules reflecting rates attached 
to this orde~ as Appendix ,to be effective no earlier than 
Janua~y 1, 198:;. ~he revis d schedules shall a~ply only to service 
rendered on or after their e ective date. 

:;. On or after the effe tive date of this order, San Diego Gas 
& ElectriC Company (SDG&E) is a thor1zed to file revised tariff 
schedules reflecting rates attac~d to this order as Appendix 0, to 
be ei'fective no ~arlier than Janu~ 1, 1983. The revised schedules 
shall apply only to service render~ on or after their effective date. 

T!lis order is effective to'aay. 
Dated nEC 81982 .\t San :Francisco. California. 

I dissent in pa~. 
/ s / JOHN E. BRYSON 

Commiss,ioner 

- 23 -

\ 
\ 

""'.iI·~v~:r 
JOI-iN E, BRYSON . ": 

Presidf."nt 
R1c:·rA?D D eRA 'YULE 
LEOl\;Alm M. CRlMES. J:s.. 
Vrc'TO~1. CALVO 
PRISCILLA C, GREW 

Commi:;sioncts 



e 

A.82-0?-12, A.82-09-21 ALJ/rr /jn' 

APPENDIX B 
SOUTHERN CALIFORNIA GAS COMPANY 

SUMMARY or PRESENT AND PROPOSED RATES 

\ JANUARY 1,1983 
Commodit~ Rates in ¢/Therm % Increase 

Class o~ Service P\resent Rates Proposed Rates* 
l5:.S~-~O-04~ 

Residenti~l ** 
~.480 Lifeline 44.8~0 10.8 

Tier II 5:},: 318 61 .079 6.6 
Tier III 6318 61 .. 079 ( 9 .. 2) 
Average Residential 

57\8 
54·548 6.3 

Co~ercial-Industrial 

GN-1 61.079 6.6 
GN-2 57.;~ 61.079 6 .. 6 
G-COG 53.8 55.000 2.2 
GN-32/42 54.75 55 ·942 2.2 
GN-36/46 54.75 55.942 2.2 
A~~onia Producers 46.95$ 45·497 (3~ 1) 

Util. Elec. Gen. 
Scattergood Unit #3 53.808 55.000 2.2 
GN-5 . 53·808 55.000 2'.2 
Tota.l Retail 56.093 4 .. 3 

Wholesale 
G-60 43.494 42.144 ~ 3 .-o~ G-61 43.494 42.144 3.0 
Total System ;4.456 3·5 

(Red l\.igure) 
These rates are ~reliminary. They\are based on an additional 
revenue requirement o~ 5180 million~ (General rate case $240 
million less CAM reduction ~60 million.) 

e(Therm \ 
•• Li~eline Average Rate: 

Residential Average Rate: 
Retail Average Rate: 
Total System Average Rate: 
The above averages include 

44.890 = 82~' System Average Rate. 
54.548 = 10~ System Average Rate. 
56.073 
54 .. 456 

customer and ca~acity cha.rges. 

(END OF APPENDIX E) 
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(APPE1fDIX C TO BE DISTRIBUTED LATER) 
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