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. '=e" ;;;.:. ~ .;. "s ~" a--~~,; ............ " so ... ...-.... p.';'';; Cii_'! "_"-.11'_ 0- ....... -- ".':a;" -- ~. _ ... '!> __ -.I .... .,,_ ..... ~ \A.~_........... _ _ ... ,'. 

e-,:,s":o:e:-s. sb.ou:c. :lot :.beh.e~c..':'-:l S,an:;:P':'ar.c::sc:o: ~ - : 
'oeeause the =a::epaye~J~a:rs t:'e cost. o~ t:-a.vel_ 
":0 Sa.n P=a.=.cisco o'tootb.· COJ:1!=1a.:lj' ar.d - sta.'!'~ :.' 
pe=so:l:le!. 3...~d ,~:s:c.ep:"iveC: ,~o:!_ the' oppo·:"t\tn~::t7 :":0:. 

·8.,,:,,:e:ld the,hea:"i:'l.gs.. .,' __ _., . 
. -, ,,, ..... -

.~":ili~7.e=ployees,like employees_~:'l. o~h~~ 
i:ld-.:.~t:"ie5, sho\:.ld·li:1it·o:-'!~:-go~wage·-"~ 
:':.c=e3.ses because" 0:' the. b.a.~.d· eeo=,olJlic-: t!:::les. . : :"":..'" ----

.. ~ig!:.e:,· gas: bills would :-esu!:o= ~:':.. an~'u.:.ending:.: :",:-: 
~ .... - a-~ 0"''''''7 eye' e 

.... ' .... 

--- - .'" - . ....... fill , "'- , •• ~ .... 

• c~:,~~;;/~t:.;n~a.d,;:,e=t'iSir.g is ;,nneee;~~:-1~~n~:~~:.-::: 
4:" .. , ..' . :.... -. . ~ .... :;~: .... "-" . ., .:..'," .;':: _. 'N'aste 0_ . ::o:l.e:r. 

~?eo~ie"' g': a'oif~::7 ":0' 'Oa7 ha.s 
a:.c.~ eonsic.e:-ation sb.ot:.·ld~ be 
:-:.eec.s • 

• SoCa.l. "N'as _ seeki:.o ":00, high. 
:.= .. :t!s~::le~~s •. 

• ?a~~u ~=.e-=·~as~s 
:.:--. ~!!e Co=.s::.:e:-

~eachec:.:- i t~(::i:ii ts: ~::::::­
g:. ·,e:'L to !'l",l.:l8.ll .: ,. r'" 

.. ," 

. ....... 

.. ... _, 



.. ~. ... := '-, ..... ~ 
_.... .... r", 

. -"., .... -n . 

....... .~.: -_ ...... ' ..... _ ... I",po 

",~s· 'U'p ..... - 08"% ~ S so -' ... - ~ ... • .... e ..:-., ........ p! ... ·1..a· .... __ 1.1 .;_.~_ ... 1., .I... .., ............. w .... ,.W6.w ......... oJ' •• oJ 

a=. t ici:pa:~ed-i.:l!:a t ion. in -:-::.e est i:::J.a::es .: :lay' :lot': .~ "::: .: :" :" ::::.:::.:-::- -: 
'cecu= ... :.- . .;~-::..:: .~_ .. _ ~ .. ~ .. <'.-:':::::::::':':< 

.. S':a::e' Sena:to'= ~a.:l Ro,bb·i::.s: .:a:1s·0 -:s?oke . in.::o·ppos.i t ion :.:::0 the '.~:.-:: 

~~::e :'!lc~ease. Ee :-~q,uested that the Co::mission :,,~q,lli:-e .SoCaJ::t.o:; ~ .. '.~-
• ... ~ ........ .r ..... -~''''s ·· .... "· ... -e ... • ~.".,., .I'g'p .. "-0 ~co ... -~· .. ·· ... p "o .... o.-a .. .; o"'s "'.-'t;'.4 ••• ".-1If .............. .. ..,.".'411 ..... ~ .. 't" • .., ' •• ',...,. ................ ~ ~~ ..... \;. ,.,... 

... ~- ... ,:. ... - ... ~ ...... -<:>';';' •. ;,. ... e:'-<:> ... e ·.t"'c~OQs·;:.-:·:·e··a·e":~·ss·e"'~"~·-"'a'" ~~ ........ "'.;.~ ·.·"a~ ... 'P ."-""'1# .... _. 'tfI_~ ~ .. ~.,,; 'fI~ _~w _ ... .. .,t,;r....,. '-'''i W' I'\. ~tJ.v''''''' ;'\ .... ~_ .... ~ ... 
.... .... ,~- --.~-"",,,..- .... 

~x:;:'~ssec. b.:'s co::.ce:':ls :-e~a:-e. i.'~g ~eC:e':-a: '::6! iCj':-'e::itee,:: to - -:b.e . - - -. ~ .. ,..... - ........ 

c.~co::.t:'o: o~ ::.a";~!'al gas<?=ic,~~ .. a~ ,,;~e :~·~e.~~ro.e.~~ :,,~::.~.:~h~ ~~~~~o?;c 
~ecove:-j :a.'t Aot o"! t98t - CER:'A. )"",hicb;:-e:::ao::es t!le ::'J.ti~:ty :to : . .' avo·i.e. 
". .; -' ... -~,;.' '0 :'·"'s "·0 "';'e-' ..... 6"'1a-.;,.~~:-- .. ·· ..... :-:: ..... , ... ::::: : .. 0·'" _::..; ... !:.~o\:.g.. wQ,.... e:.e _:. 1,,1 '. ~ ~,""'" .:'~ \II~.. t/ 'W., to '~l'" , ... ~ ..... ,., ... !;' 

-.. . . •..• - • ~- _.. - • ~... _ _ 'c _ ....... _.. • _ :: :.':. ::~ 

Ro"'a' d. -0 .. :'S""'~e""~ ~ ""e""e-a" ~,., ........ ·go- . ·0·..:-·· ...... e "'~ub' ';'c ··S·e .... v· cps .... ....... -.... " .. ,.· .. 0 ~- ..... -, ..... ~.;s,. .-.... ' •. , .......... _.tt.. -- ...... + ..... 

(3?SD) also·,,:~est~~ied.::: :::he':' 3?SD 

C i t7 o~ 3u:-·oa:.k.. . 3PSD:- :-~ce:: ves gas:': service : f!'om:·SoCal·'unde:-.'~ the 
~~ ec--~ c "e"e""'''~ 0'" "·sc"'e..:a,., es ". S",v.le"'~ s ...... ·eM ...... a··· ..... er c'" ... ,.. C·o · ... 0·' -- 1fI __ ~ .... ..."" ... _ .. + ... ~""' ... -- ...... v~ • T .y~ .. ""' ... W-_ .w' .... w ...... -;- _WtI," ~_~ 

~s.s voted to p:-otest the :-eq,uestee. :-ate hike:- s!;&e·:i~·-:·~ouid'-:ies.c. to 
a:: :'::.c:-ease i.r. :oca.:' elec";:-io:-ates':-- E:e·a!so·s~ated~;fa~·.'~;:,;b.e 
e"J'e:l': ,:!:.e Co=.:'ss:'o:. ·"e!'e. ":~., g:,a:.:: it"a.:,ec".lc~e.~~~t;~ ~o:-,GN;-~;oas~ 

" W' ''''.. __ .... __ _ r _ .. :..... ~ .... 

tb.e C:' t'] of 3u:,·oa:'..k ·N'o'C.lc. pass: the :,ec.'J.c:::!.o~ Ol:L to,::'ts:.el~C'::!'.ic 



-,t., ~ ..... !: . 
..... ' v _ .••• _ 

:-esso:.able ~e~~la~ed ~~ilities. 

-:::'e :-e·le:.ue ::,e~lli,,:,,'e:c.e':l-:·:· o~-:- utili tj oOc.panies is, the':m.ln::::tu::l a.:nOU!l.t 
~~ic~ will enable ~he:co:c.~any to ope:-ate success!ullj, to Maintain 
i -:3 !:':.ancial in";eg:"i'tj~,' a:l.c. to cot!l:?e:'.sate':' i::s~':inve.stQ:'s: :"0::' -:b.e 

-.~ .... ~ - .... ,a.,. as~-""e:'f":l,a';,a_"'''-'~'''''"''e''' /'>c"''''·'s'''~''o''-v-=o'''''e ,,.' ....... ·-0' -G"'s • ...,...,~.., II1II_ .... .; ... ~ --\ ...... · ......... __ ... _owtf •. \oJ ........... _ ~._ ........ .,,; .'i.t::;...,~. __ . _ 

Co~~an7 (~9~~) 320 JS 
... ~-............ -0" .:>"' ...... .,.. -~ ... -- .... n:-/ ................ ,..", "':" 'o,':O- ....... ·e~ ........... , ............... .,.., ·"' ... ·.;·c, .... -:: ~ ... ~ .......... _IJ _fI .". ...... _ .. ~_ ...... +tJ ......... '-F ,._., ... ~._'#Q.- ..... 't;;. ... " ...... " .. ~ .... ~~~~ .. IttI ..... ~, .... ~ .... II.;._--' ................... _~ 

e:.:?lo:;"s~!'o-:-·- the- convenience .:o~ ":: t=.e:, publ±c;--:eq:ual to.:,t:;at~,ge!le:a::ly::,:~ :::' 
'"e""--a';,:\ a .. '·'· ...... ',a .......... e ."' ..... ~., ~ ... , ... 'h:e~-s'a ... o... ::"""" ....... a"·,oo--:'o,~~t .... ·e~- ........ " ... • .. ~- on-'·--..; .... _~ ...... \,A._,.~ ..,.. w __ .'WI ....... '"" .... ~ ...... WI, .... _,~ ....... ,:~~ ....... _ .. _ ...... ~.I# ... ~ '.'I'-~ ... _I'w .. ""~ ... __ "';_ .•. """_ .... 

!.~ .. t~st::e=.~s·. i::. o~he:- ousiness 1lnde:-~aki;::.gs ,:-o"'hi'ch::a.:. e ..:e.::tended.:: by- ~:-:-:: (".~ 

co:,:-es~o::.di:.g. :-!sks'~~ a!lc.":,llncer:--...ain~.ies:: (3·1 ue:"'i'eld.-:: ·Na.~.erwo!"ks &-:·.:S 
::?:'O ve'::ll'en t Com 'Oa.:l.Z'" v':"1f es-:-Vi:' ~i ni a r ?ub 1:L c" S e:ovt ee ;~ C oom i ss ion {1. 92;~ ,;. :: ;:~ 

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

~ "':"'e" ...... •• ... t- ..... s' aiso "'a~e- 4 .. - c i ea. ... •· ....... a' ... ·~~;l..p. - ... ~ -~ ngr- o~ "',~"'t" ,~ 
._ J'- .- _ "'WI ~ •.•..• ~ _.. .... \.i.. ....... _""'._.... • _ ........... "! __ .IrIU. _ - --'-- ..... • .J..~. -.. ;, ,.. 

a:.c.' :-eaS'on..s.b ~e. :-:.a o;-e:s: ~v.o.l 'Ves~ .. a _"oa1.a.:.0"i:ng:' ·O~: "t:b;e:-1.'n'Ve-s-::;o::,,~" -cd: -.-
cO::'S~e:' in~e:-es~s (~o~e. su~:-a, a~ 60;). -
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~ ~~'::-. Return OIl Eaui ty Recommendation 
Ernst & Whinney .. ~" 

(SoCal ~Con"ul.""'''''' c· _ .. - ...... ." 2·' .... 00tL _. "," c";'"" . ~ ~ III ........... ~ J '> • _, ... ,. ~ ':.""';' ,,' • ," p ....... _, .... . ........ rio 

. SoCal ., . ....:~. ':::: .~::.:.:; ~ ~ =-: ':. ::- .,< -:.:: ':.' :: ~ 2.0,.00;.;,..:. : ::' :;,:: ~ :,~;: :::..;::' ~:~ -: -,--
,'.: .. "<CAUS:: _:-:-_~ .. :;' .... ~.:._:.:'::-~~:"': ~:-': 20 ... 00-: ':::<~~7 IC'::::'~::'::.::."~-: 

" .', "',.~-~ .... - c .. -l6-?:j4--"''',7-1'/4'~- ':,"""c'·, .• - , ... ..:-<...... ~-, ... -.- ",," _.,.,. " .. ., ........ -. .... ... ",I '" .............. _ ... J .. '.. _ ........ _ • .... "'r'" 

.:.n:~_i.!s:.l.3...S.:.t_ge_;~_::,aJ.:..:t:.a~_e-=-c_~:~,.:)_~_~~:,?_ll':C a.~. 'T 9S,t::.:tes.t year,::; ::'; :-; 
SoCa! ·N'3.S·autho=±zed·a',14.6~~.re'tUr:l'on.;:eC!.uity •. "2~ :~" :':: ~ . .:.,::.., ••.. "':.:':'::::. 

, So Cal,' s ~tina.nc.1:lg .plans,,.:.~:ter: th.e: :,'e'd:o.C''tion :d'Ue· t,o,- :" _ :".:. .::-:<: 

disec~ti:lt:.ee. c.eve!opment o'!· ~en'~ Section;:' call, !or- the": issue:' of: 'S90',:: ~ :-:::'.':. 

million- ,in· d'.ebt'arid: $.70,'mi-11'1cn:.'in. :t,q,UitY'~ i"n; 1:98; nth '$1:70:":mi'll:ton:.-: ~ . ~ 
o~ c.ebt and·. $1' 50, mil1:ton: ot'":eq,u1 ty: in"': 1984 (.Exhfb,:l:t 81';::- '!'able:: 5:.',:::- ': ,', ',"::, 

Al t. ) • :Soth_ .. S_o_C_al.~._a.r...d:~s_t_a~~;..ucs_~ an:" a.verage~: year: ca1'ital"': s-trueture.- -::-: 
Except:!or ~h~-~1n~~J~~~~~§~.~~~~:~~~:-:~=: 
used the sa.:ne financing plan and,·ii:::C gene·raJ. 'agree-' OIl .tb.e,: p'ropo:r'tlo::C:S ~~" ~ :. e 
o! C8.1'1 tal :': '!h.e following tabl,e summarizes th.e'· cap,i tal.:: struct,ures 
anc. :-s. tes o~ retu-rn:" "re,commend:e<t ;by:: $o.C'al ,a.nd 's..t.a!f: !or; ~t'est.: :y.ear ... ,.1,9S;." ,-" 

~bedded C.ost~ of.: Long-Term Deb.t.:. : ,: .... ; 

SoCa.! and sta!~ assumed ditterent-l'ong;..:te:O::ll 'debt::' cou~o,n::-: : :>::",-: 

:"ates !or !~~ure issues.' ~:"!:s: resu1t:ed:'1n~ d1tte'r-eut es.timates of 

e:::.oede.ed. - i:lte:-est~cos.ts: S'oCal a.ssumed 'a:15~' in.t:e::-est.-· ra.'te'" !o'"r:~ lo.ng-::~ -:-
·e- ..: ........ '0 .... ' "Y'e·a.-s '1'082' 1 084- ,",,,,~,,s ...... ··e- -e ... -e"" ...... ·ted' ·~e bond' -a.:-ke"· . 'ttl ..... \.,i.~';.1 ... - ...... J .. • -., • ...... .~"'.. ':, •. ~'I;_ ...... "'.... ' ...... ...,; .•. 

co::.c.i -::'ons,: ~or' long-term' d.ebt .. ,i.s sue s. .. o~' gas: u.tili t-:'es·' ,at- tb.e.' :t.i-=.e-:: -:. ,' .. ~ ~ 
SoCa.1 pre1'a:ed. i ~ ease',.:' _ Sta.!t:asst:.:ed:-eouj;)on ~a"te-s:: o~~ j '5,~·,'.1 4~:,:': and~;: 
i '3~, ~or,1'9S2 through.: i 984, - respec:ti ve-ly __ .:. 1'h.ese. r:a.tes. c were:" .;b.ase'd' ;ou.: :So"':: -: 

:-ev~ew o!" !'lis-:orica.1 data and a Data Resources, I:l.c .. (DR!) i:l.teres:t_~~·:~~ 

:"ate, ~o :-ecas-:'.· 

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

•• " • ., • .ho T j:. ,:','" ... ~ _ '"' 
". ........ ~ <- ... "' ~ •• -

... .~.... ~ . ..: ': '., ..... 

- n -
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. :'\'" '.;" .. '~. 

~he 1982 deot ~izla.nc.±:lgs:..::.e:Sti:nated 'by SoCa.l and agreed u,pon 

'bY'-,th~ '·s"ta!:t,.ha.ve-.s'ine~,-b~en-1,ssued--:.A.c6o.r.d.ingly-..,.-,we will reflect 
'the actual cou,poc. :oates.of' 1S;""5!:4%,'tor :-the- S50",:nill:ioc. Series p' issue 

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

a.::.d i4-'3/4~ !or the $SO million Eurodollar f'inancing in our 
~. "', . . - -. .-. ~. ,... "'" .. ,-......_. 

calcu,lationo~ SoCal"s.-embedd'ed:·cost or·debt •. ::~ :-:,: .... --,.:-~,.:"':-

soes.!' s a.ssUmption·,"that loc.g':term ~ebi wilI:rema:::n:::at":'a:-: ';,,::'::-:: 
eons"t:a.r."t 15%: tc.:oug:l 'the 1983"~a.nd 1984::per1o&:':'as 'N"ell':as--"5ta:!r,I,s~~' --: '.':< -:;.'::: 

es"t::':nate o~-t4i' ~o~~198; is not sup:ported: oy-:recent publiahed::: :'",":-::<::--:c: 

!:. .. a .... e:.al !o~ecast.3.:..:-:.znte:-es£:.=ates ha.ve :de~e,d. since;"the ;,>:: =- '::, '. :=.::-: : 

st:.Oo.:'ss:.on o! this" pro~eedi:lg:: and. recent ::inincfSi ~o:-eca.sts~'ind:fea:.te 
that :-ates ~o:- 198; will not a:p:proa.eh th.e levels toreeasted::'bY'~:both 

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

SoCal a.::.d sta!~. For 198; we":Yill ado:pt a 1 ;~, ra.te tot' long-term>:::' 
ti~~cing. Fo:- 1984 we will,ado~t sta.ptts estimate or 13~ • 

. --

'", , 
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,r,":: : .... 
.. ... • •• r •• 
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, _> 'II '_ 
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'w'e. = 
.....jIII", ..... ':' ~'!.: l'''. \0 
.. •• ".J • \".I... ~.~ • \o"r'-

..... ,...-- .. 7 ' ..... ... "":.ro .... _ ... ;:,-:- .... "' .. ~ .. 
'" .... - .,.. .. _ ~ .... _ _.... ~, ... ' ____ ... _. ...· .... ·oJ ...... ~ ..... ~ ... 

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

.. ...,. .. ,. ... ",.. .. __ .... '" _ r . 

'\ ~':' ....... '~',:> '" _ ",.trw' ..... ,..._ 
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"'" , .. ' ... II tf". 

... ", ...... ,,- :-.:::.:::-Test-Yea.=, t98;,:;:.;: ;~~' .o.~'-

" - . SoC 301 '. r, Staff' '~. 
Weighted" - Weighted-

C'oa·t.-:·:,~::. Cos,t-~~' ~:Peree-nt ·-:Cost: ':~:Cost I_~~~ 

, ,,';. ............ :.'~:2'::--:;,.::%.-:;:.:: :.~.:::: :.:::. ·".-:t -:~::: ~,.:.,,:-~ .. :.)."':.: 
!.ong-~e:"Jl ~ebt 45 .. '70 ~. :11: • ~~ :.:::. 5 ~'3~ .:.::.:: ~,4§.. ~9:- j~ 1 ! t 9:::.:::" ~~?:'"?~~:.: 
Com:ne:-cia.1,3aJ'Jl(;:Loan - '~ 3.-80 .,,14,.00 _.. -', .-53 -- ... --3· .. 25 ~ 14,.00-:- .46, 

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

:Sa.njce:-'sAcce,'Otallees· ,"of" 2 .. 20. 1.7 .. 00,.:.:' '. ~ .. 37,-:;,,::.,' ,,, ... 2.00.,,,1$ .. 00=, - .... , ... '30.,'" 
" ,""", .- -~- ................ -:,. - ... ' -- ..... ~. ",-,,' -............ :,---- ........ ,.\, .............................. -

?!'e~erred Stock '.'.- ,,-,-7, .. tO .. _' 5, .. 41~--,· .. 39 ... ,:·-:;:6.25A':' 5.47r~,", .-, ... 34'h" 
--.~ ... "'" _ • ,.,." __ '" ~"-".,,,::_,", ... " "c"" ,_ ...... Iw ........... _ ..... "1\ ...... _ ............. " 

Cot:::O!l Stock 3qui:~y.:, .41 ... 20,: ::20-qq::,::-8.25,·,-~< .. _42.00:-·:~Z~qQ:: .:.::,.7 .. t4,·: 
~o~al~,Ca.pi tal- .'. - ~', lOO .. 00 - ,', - .... , .... _ 1.4 .. 84,..;. ,).00 .. 00-" ....... ' •. _ .. ~... " 3'.44 .. ~ 

~ ..... #,,- - . 'L._ ..... __ "'~,< .. ,., _ .... _ i,:'.-- ...... - .... ~. ' ..... _ ...... \ __ ..... P_ ............. -...;-"w 

111+ ~ ~ -, • .,.' -"-1" , ·2 '39 - ~.., .. " 
--.. A ... -.... .. ...... 

'" • r .... ';... ............ 

:-:::: .:':'~ 1 984'" -:;jl'ttr ;":;~i ' --:c/: - .... '''''''1'''\ -- ,,, ..... 
.c .. ". _"u'. • ~=' .......... ' .... -., ........ -

Long-~e~ Debt 
Cc~erc~al Ea:k Loan 
:Sanke~'s Accepta.nces 
?!"e~erred Stock 
Co~on Stock Equity 

:ota.l Capital 
'!:'::nes :nterest 
3a:ned (Atte:­
Tax) 

~a~!.e r'!~lects: 

47.10 

3.50 
2.00 
6.60 

40.80 

100.00 

12.17 

14.00 
, 7.00 

5.47 
20.00 

5.7'3 46.50 

.. 49 , .. 25 

.'34 2.00, 

.;6 6.25 
8.16 42.00 

, 5.08 100.00 

2.'30x 

~ote -
1. Jiscontinued development of !en Section. 

11.50 

14 .. 00 
14 .. 00, 

5·.47 
17.00 

2.. Ac-:ua.l cost of SoCal 's Se:-ies, "'p'''' F'i.:-st M'ortgage :Bonds 
iss'l:ec. April 1 p 1982. Also, S50 million of 'Eurodollar 
!'i:c.a:lcic.g iss~ec. September 1,1982 is included. 

'3. Sta!!ts recommenda.tion is ba.sed on the ::nidpoint of its 
reco::ec.c.ed :-etu:n on e~~tj. 

-J3:--

,·;5 
.. 46 

.28-

.:;4 
7 .. 14 

1'3.57 



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

. -, .•. •• - ~ ...... _ ..... '" ... i" c ..... ", ,_", '.' _..- _ ... , •• _ ~~ ~.,..., ............. c, "". _ • ,.. ...., ~ 

Comme~c:.a!3a..*· 'Lo'an . '.' ~ . '" .. ~ ~::'.,. ':'.:'':''~,-:"'' -;:.~,,::,:;. 

~li!s 'i tem-'rn" s~oc'~rs:":ea:~:rtii :s:tructu;:e,:;:re~e!=i'~o":':a. '-$70>:'-:' '-::. .' 

:nilliO~' -ocl-~6'te !or': an' ~;lgh.t·-iea';':;~;':D. •. 'T~~: ;~t'erest ::'''ate::-·{s·:.'baied": '::: 
- ,. . ", .. , --:..... "" - .... - '", .... : ... . ... ,- .' - ";,, ,~". . ..,.. ... ,"' . . ,- "... (.. ... -. - ~ " 

or. the "Ori:1e !'3.t'e'·'!'Ilus a:'variaol'e 'Oremi'Um:" "Both. -SoCaJ: ana:' S"tat! -ilseti'::'::: . ~ . 
a. 14.~ !'a.te '-,!~; 198; ;'~d "198~~= 'Recent·'i!;n:a.%J.ciai ~or:eeisti~ind:teaie:::::':: '::: 
tl:.8.t interest ra:t~s 'wnl not -a~proa.eh"'th:~:ieve·:!?;:'tor'ec·asied<:"oY:-SOCiJ:":I:-:x':' 
and sta.!!. "Ie will adopt 3. rate o! 1;~ for both. 198; and:::-'~84".:-:~ ,--::.::,-

... ~ • ... " '.'." - ,'" ." ..... ", "" ,.. "'- .... '. ,', '., ... " 1 - - ~ ,... ........ ~ .... , ... 3a.=ke:o t s . Acce"O'taIiees I:lterest'Ra'te'··· .... .... . .,' J - - c.' - .. ~,~. J 

.. "'St~! assumed' ba.nke!' "s ·~accept'a.nc'es i'nt'erest ':~a.tes· of'.:"fS·% :.~:::;:~ 
3.!lc, i 4~ :!~:o' j 98; ~d ~ 1 984:; '~r~s:pe'ct::'veii ;-a;:!te; :'a ~ei d:~~Ward" :::. ~ ~ .:..::::::­
adjus':::lent ot":DR: 's <p~Ojected- pr::me-:rate~~or "::tlie ,:"res:p~ctfve':jer:!:ods:;":-~·~ 
SoCal ~sum~d. ~'b~er' ~~ccepta.nces -:int~;est"cost:~:~t7~~~ ':Ae6'ording:":~ 

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

":0 SoCal, banker"s' acceptances are sold'- on' a "'discounted' ,"oas1'e:=-a:n:d ~ ., ::-::.~. ~ 
- ,.. ." - • ... - '. , . ". ",' ,....? ,. , ., ..... ',,.. .... , _ '". . '. -~ .• '. _ "', ". • ,,- . ... ... . _ .• 

a.!'ter co~sidera.tion~o! "this'-discount "and" c0llUl11ss.ion~'-the ·cos't·'to' ---, . -
SoCal has a.:ppro'diated·~'the :pr1:ne-:ra.te: .::'.":';:::-~:.:~':~'~~ ;.:,~,:: :~.: ':~::,~:"_\~ .:"~-:':~, 

," "We~n~te ··ther~ ""h.as" 'bee~' ~a ::drop i'n :"tlie:"pr :!:me :ra t'e. ~1nce =SoC8.J. -:. ': 
and stat! prepa.red theirestim.ates. Recent finaneial !orecasts~- ::"-;-::", ':; 

, .•• r... . ..... ~. , ... "', .. ,:. .-~...-- "' ........... ~'I '"'" ......... ~ ,..r ,',..... _ !,", .-./ ,. ~-. I' _ .,..\ ,.,,..... _ ...... 

predict l0"!ier"pr1me '"rates: - . There!ore ,··wew111-'ado:pt'a''''banke'r''·s 
acee:p~~~e- :"~te ~.~.~ 12%~ f'O~~1'9S)': a.:D:d''1'9S4';' -:: >'-:;;"':'.''': ~.'."'- -: :~:: ~=-:.'::; ,~. ~ -:,;,<::: 

:osi":io~ ;f' Soca.i:': . - -:'.": ":,"";':"~-' ... '.:: ~:-:',:-::,:,-: ,,:::': . :':':.:",,':---

- . So'Cal' $: ra.te:= ~~' ;~t:';';n -: testi;'~;Y~';a.~ pi-ese~ted :"oy~J ohil': C~ ~~ '::~ ~ 
~ ... ... ~ _. .. I .... - .:... ~ - <.. , ",' . - .. _!*"-...... .. ". " I .• , ("' _ ,',...', _ :'. _ #If(;oo. ,.. ............. ":' ... ~. 

Ab!'a::l p Chair:na!l of the :Boare. and- ch.i'et- executive' o!!~cer"; - a.nd- Y .. -

.- - - .. , -.- - "",.' .',. ......... , .< - .. - ... ~ '- ~~.. , ,.' • .. • - •• 

Georg'e 1.' J'a.he!ka.~ -·!'i:l8.nc'1·al- analys'!,'s'manag'e!-:" in~ the:: 'R'e;go.l at OTj:": ::.:::-::.:.;::'-: 
~~a:::,s De'pa:'t:te!lt~ .~-:-":"- ':'.-- - ': ",:~.':: .,:.~ ~-- ~>~,::-:;:::>.~,:' >\.,,:,.,::--::~,:­

SoCal sta.'ted its pri:na.r7~ ob~ec'ti ve": ~~thes-e": neai"'fngS: i:S:'·t~ '. :::-
.. ,. ~', '" _ '~ .. ",I ~ :. -... -.. ... ":- fI'_. r .. _ ,... .. /0 _ f .... 

be granted a :-ate ot' retu:on that will allow i"~t<l.:...ma.1.:n.ta.i.n·.:i~e:.e;d:i.t.;';": 
.', --. • ..... "T .-.- ," ". --".' ... - ,'_ .. • .,~ •• ,... .~... :~ _ ... " _ - ... , ... ~ • .,.., .. I~ ... ' _. - ,.... ~ ,... .,... 

ra.ting ar.d: to' 'a.ttract' capital ~'on.·' rea.sonable .... terms" .. ·~·SoCal-'c'on.tene.s 
_ ~ _ .. c" ~ n::-. .. :'1.... _... ,-. "',.... :' 1 ."'.... • .... _ ............ ,. ..... __ :. ~ •• '''' -1<.. ~ ,. " .. __ , .. _ ,.... • """.,... , ... 

":hat i:l order 'to' acb."fev'e· the's'eob'j'ecti'ves'p red'U'ct'f'on '0:--1ntere-st' ,;:<,., _.": c, 

cover~ie~:' :nus:: be' i~r6id~e.;.· ; SoCa.l':, !u:rth'e'~'" cor~t:end:s~ a.~'~'O%:~ ':-~t~r;:: or:' .'::: ~ ;;;: 
~ ... ,: -: ~: .:~' .. ~~ -, _ .'- ~ :: -= :--, 1 y, ' ~ ~. '. - :- ... "': .... ", ,.. _ r ". • -. , _ .... - .. " ...,,.,," _, .(.'.', " _ I"" ,"'" 

~Ci.ui -:y :.s !'ec_ui:-ed' to ':.ai::itain 'the' 'coover'age- ':-·a:t'!."o·s ~o\:.-nd "!'eas'or.a'bl'e .~.~' 
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SoCal argued that the cu:rent state o! the economy :~rranta ~ 

a 20~ retu::n, o~ :eqUi,~Y, ,a.:ld. ,tha~_ .. i:t ~"'O+ul.d,~!air~y..,,)~;al.ad~:.)li~:~~r.:,ie:~~;t'i-::: ~ 
.... < _~ ...... ""'-. _, ." ......... " _~ ....... ' ...... _ ...... ...,. ............ -... \0. _ '-"_ .. ,,_ 

o! ratepa.yers, -and .shareholde,r-s. ,S.oC,al. ,~m:phas1.zed.that; a mark.et-:t,o- , ~ _ . 
'c ... . ..' •• ,- ~ - _. .- • _, .•• _ _ .. .... .. ~.. ...." '.... \- .. ,'-., .... _"' : ... ; .~ :' _ :.<7 ::-:: ::.. :":.: .. ' .::: .. :: :'..: __ ..: .: 

book ra..ti"o.o~ one is ~a. -tt:ueindies.ti9,n tb.at, .i,t",is, e:~r.n,ing _~t ,i_~~ _eos.~" ~ ~ 
o~ ca~i tai .. Accord~g ~to .it~ ,,~~iis-,i:S ',. 'S,;Cai';~~ ,sto~ck .~-c~ 'o'ni~-b'e~ ":' +, ~ 

-. • .," ~, .. - .... - "'" .............. - ..... , _' J' ,'. ~ ..... ;:.:: .... ~:,..',: ~.:.>'- I -::::...: ,~.\--.'.-: ("'';;''' .. . 

e~eC'ted,' to .,sell. ,at or . above book "value if it is .authorized a 20~ , 
.' ..... " ' .. _ - .• '" r"·,,,, T ,,~ OJ' ... _ '. ,.", _ ...... _ •• ~'-:, __ ,_:,,~~ ,'.:,,: ___ '" ... :~:lt,,·_:: :~':."='.~.:::':' ::-, ... ~::.:. 

return on equity. ... , , ~ ., ~.' __ .~ ",' .~ _ . _+ , _ ,. " 
•• " ."," • ~ \ .. '._ ~ .. no. •• '\,. " -'~,......:):' ,:";,.' f' .. ',A,- r ... "'_;_,_,., :-,..., ~ 

So Cal stressed the char"ged ;is,k :~1.t~a.t,i.o.n.' it,~n.o:~~i;~es ~'.~; .,=.~'~ 
SoCa.l stated !. ts ~!.sks ~ha.ve iner:,eased _as' a-;~~:'s'uIt-":"o'rth-e;;':':C"o'~rs"s'ro1l""'~--' -

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

i:nposition o~ a. $35 ~illion penal-:y, "u."lee::t,aintY,,·N"ith res,:;leet to .. , . 
• - ....... 0, •••• ""' ,. _ .... ., < ..... _ .. _""\ •• ' ... _~r ... ., ..... :.~ "':'::." ,'.,',- -,.-.. .. ,' ..... ,-.,' 

futu;::-e . disc:etio:c.a.:y, gas :purchase,s, _ra:pidlYc.esc:ala~ing ': :p;1C~ _ . : ~, '~~._ ,~.:' 
conditio~~ ·in.c;~~ing.unde:c~ile~tion~in)ts'~CA.~,(and "Con;ervation' ~':'~ 

. .... ,.' ...... ~., ... ' .. ~ .... ' .... " ... '- .. :~ ... '-' . .', : ....... ~' .. :-;.;.:'~ P-: ;"'~'<'::;';_~:<,' ...... .' .... ,:::, ...... 

Cost Adjustment ~ (C,CAt ~ala~cing_accounts,., the, _hish:."level_o.~ ,'" ,.J',. -,_ ';, _., 

legislative :a.c;ti v~ tiea,..potenti~:i~·~d.'i;ss :.~~·':'~~;;;;:l t .. ot ~-~~te ~~: .. ~' "_~', 
desig:l, delays' in C~~ adj~~t~~;'t;' th~t'~ ;e;~it·in~net_o'pera.:t1ng~'io~se'~: =~, 
:!o:,. inco:le:tax purpos~:s,: -and:"the com~~~ :;:·.~~Sh '.:fl;~ ~,P;;,b~~~~~':~d~' _.".-

, .' .. >.. •. +.... • ," .. -- .... '.' •• -" ~ e 
short-ter:n; debt. : '> .:.:: ';' .. ,- _ '_~ :-.~:" :.~ .'J<-.:: _ '7:;; ':: -:';:':-;:' .:::';, '::~ ~~. '7 C' ',::':. ~:-:; :;:.:.~ 

. SoCal agreed ~ that. -ce.rta1n. risk-redue1ng_f'actors have . 
" ".~ . , '" .• _"_ ,,~ .... _."" ....... ~ ~ ..... _ -: ,,'.~.. • ...... ~ _;: ... '.~~"":'~ .. t': ... ,_,~"",':_, :--:·:...:.:c·,,:,= 

occurred, such as the reduced !:'n.a.nc1ng., requir~men.ts. f,or ~'en S,ection, , 
.... ~ -' : ... ,.. " .. _ .~ ~. '_, _ " .~.~, ... "'.~. ''0-,:-;:. ': -::::: J-.' ~. - .~ .: ::' .. :' 

allowance for recovery o! increased carrying charges for gas in .' _ . ., ,- ,,~...,. -..... , .. , ........ 

inven,,;ory? and. the .. ~ecen.t balancing..,aecount_ treatment orf'r'a:nob:1's'e'::":"'=~ 
0'- •.•• ,. '" •••• _ r. .. ~;~...,._, .... ~, ...... , .. ,-,,:·~ .. C ' ... -.,~.-: '.'" __ ~!'y/'~.:,. 

fees. SoCaL contended. the addi:tional. risks !a.r outwei,gh the risk 
:,ee.uct:.on. a.t~r:.b~t~bi~·, to . th~~e'~, !ac~·;;;~ .. -,'~'SoCa:l:' ~ '~h~fr~~' ~::~~:~~ :"=i -: ::'.~. 
:tercei vee. t;~' ~;mp~Y'iS 'no~ f'~~'i;g~~~;"~c~:~t~i~ty -th~" i~'~ has ~ i~~'-: ,:~;" ~ 

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

,,:~e las::, SO: :;ea:-s" :':l.. th.e ilti.li t:T- busin.e.ss .• ~" ,. c. __ '. _ .. , -.".~ ~ 
Pos! 't:.O!l. o~- E~~;--& iihi~n~I' ',~.' ... ' ~: . -- >... ,.', - ~ "'" -, .'~ ~ 

_... A _. _ _ ~-L' ____ ~,,' : _ • ;-: .:- .'V "::~:'"" • -: ":: " :'* ;' "': ~~ :: .. ':' ~ ~.;. ~ ...... ,:" 

. :, ~ . So~~, ~~e,d ~ . consultant". R,":p E!)lce., Mc9',r.ego,r, ~!_ Er,nst .. &" r ~'~. ~"_ 
..... _ ...... _' ••• '" ,~ ' ... _"," _ ........ -..'_ ............. " .. 1" ....... '..,)v .;../_ ....... ,''" .... ~ __ • 

W!lin!ley p~ ,-:0. p.rese~t test.u.ony OIl .the~co_s.:t p'!,~.ap:i.~.a.l.. Ernst & ' , 
".rt.i=-=.ej p;o~l:.c.,e~:. ~pe'ei~1"1·Z~d_ ,c~;s~i~ing·. and .. 't~, ~~;rv:-ice. ~~ ~:i;~-c~::l.:c p:-'- ~:" " _, ' -., ' 1-... j _ _.- c i'P .• " .. • .... ,~ 

gas ,se,·"e=.·~ a:.d "~t,~~~ti;"i:i~:.e.s" .. _.'M~j·r,~~~·r'·, s. _t~-s'~-::~or.y ;~r..eluded··c'iou;···"· 
.", •••• ", ~ -- ' ••• '" ~'.~II~ p.', ",_' '~I ..... ::~.,', ... ~..: .. ~~:: ,:.:", -=;.:'-:..::..., .... :.j~:-:. j-:'~ .. ~:-- :':"'-... :"~' 

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

- 1S. ~ 
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:e'":hoos'· o:~es-::!::ui~!fg: -th:e: C-O:st: .o~.:. :cap'fta'l::-~ ·;in:c..i'.;d'l:ng'" :"i~sk~''P:--elIi:;iui:;j~ :;.:. ':...:~: 

d. er- i ved :':!~om: p~C ::-~turns . arid: ":med fan ~gas ~'u t flit'Y" ·:.retur·ns"-":ind: ':t";'o~ ~d~b·t.· .;\:::" 
s~:-uctu:"es;: t~~~month:':'~~'ill:s~,'and:-:AA:"ut'i:1::~tY :"b~oncrs~,:: ~as:~wel'~ ..as::~·a- .:..; .:":': 

disco~ted cash flow analysis and a r-eturn premiu-c-as·ed:'·::o'r::ano~wed:-:<· ::: 
:oates of :"etu~rn: i:i;prev'fous ·SoCal~'::rat~<ea.se:s:":· ~K~:oego=r: ~r'ecom:m:ended a 

21 ~ 'return:' on equity·":ba.sed ·~onthe:::r-e:su:It's·~o'! ~h~s: -:-a;n'a:Iys:rs:,;.:.: =-,~. -: (,::::- ::.::.: ::.:.' 
Position'::o'f th'e~'~~ .:::, :'<:: ~ ".:,,'. ::, .. :':::-':-::: :<~-::': ~I: ..... ~::;~: ... ':,::.,:~ ~:- :':(~~.::;~~.-:' -:"t.:'"' #I'I, 

.:s~~ ;:th':-ough ·'rts.·:oa-e:e '~o!, ::r'et.u'rn: :wtt:i.e:is::3dw.t::i Q.Uall, ~.,-,::- '::"::, ~.::' 

:-eco=e~ded ':~et",(een ;t:6=75.·a.nd .f( .:Z5~·:!or: --:t:est' -:ye'a:-:-::i-itu:-n '::on:.:eci~:tt'y:: ::::::: 

. :- :-:Quan ":loted' . -that he-cons raer'e'a th-e' s~a-n:d.a::r·d:s: .=set:':'b;r-:.:,::" ': -: '<~~ _.':. 

~=.e 'E~'Oe . and' 'B~ue:!'fe-1;d~' d"-eeisfO:ns:'- .: ~::re::!urt'hi!'~~:n-:O:~(id: t~a·f~:b.e= ·"e-x-am·!ne-d::- ::.::-.-
the ~i:.ancial history o'! SoCal and its stand::tngr'eta:t:rV'e:~to: o:therc:,:--'::;..:-:;':-: 

cocpa:-ao,le 'ut:t,r~:t-es';: ~·tb. :'ga.s~ ~a.:lcr e1.~'etr~rc:; :Kc·eo·r~!ng~;·t:O: Quin, the 

ana.::.ysis :showed :that Socil' s' :per~o,rmanee ·":1'5' ":general:ty ·rlth.1:n;;the:():>: -: :: .. :-: 
ave r-age r'ange' ·~!'.tb.e ''1 t:i I :tty~i nd'us t:ry " :-la:gg:tng· -:in :s:o:m:e:-~C~ ego'r ieS." :: ;:' ::- '. -: :: '.: 
s'"J.eb. as the ·-trend ;:o! . earnln:gs~on -:-total :-ca.:pi tal.:::a.nd. :'·sligh.tl~ .:ahead in;.::- :;':: 
oth,e~ eatego'rie,s s-'tIc-h 9S A,.t.he. ne-t/.:·o:pe.:at.i:ng,:-:rat·:i:o'.~ ..:~': ~~':'~~'~':: .. : ,.~~:~': . ::,.'''.,. 

Q.uan· '!u:-ther testi'!1ed :tnat-·;he: eva.1u:ated .::hts ,:::~etu:tn,:·on. :: :--".': '~~;: 

eq,uity··pro~osal,i1'l.· four :ways',:. .1'-irS't.,'he.:exam±ne.d--:-th:e: i-n.te:r.e:st,~ .~'::- :: .::.'",':.~ :.:. 

cove:-age de:oi ved:·!rom the :":-eeommen!a.t iOn,..-wAlch::·:ts,':2 .;.·24 ti:mes .::to'r ':: :-:::.':-: 
",0 .. 8;. ·Aecc-.... ".. .... g ··'t'" I'\~, .......... , t",,·.rs .--...... ~ 0' ···".. .. s· a: ........ ' .. ~·j,. ...... - ... r ' ........ 'e' ..... "..~-.f..... .~ "', - .. -.. \.I....... .. v ,,~ .. , u. ".'Gi¥"tJ_·,,. ~ .. .. 'I~. ~~ .... ,J"A.). ,..,..,. \l,':1, ... • ..... IIJ .... · .. ' ....... - ....; ......... 

i:ldustry~' -sI:rgb.tly· below·-th.e ~·ga.s-··util:tty··group ~ and.:': sJ.:igAtly.:,:·a'bove: the:,:.:-: 
elec-::-ic and: comb·i:la:t;:!:o:ncut::l:t:tY';g:-o'll?s·-:-::·~'·<:;:::'· ::;:-:.:":~~-:--:: :~' -~-. ,,,''::': :-::~ 

. -- --:!le second :nethod"Qua.."'i> ..... sed:·:;to· dete:-~ine.:.-:he.::-easo'naO:!eness-:.;..: 

o! his :-ecom:ne::.dation "Aras ":a''::-fsk';premt:um'" test ~.':~ :E:e . exuined' :'t.h.e<':-isk-:.:...:'··-:: 

~:-e:lll"J.m:requ!::-ed:~~O:-i:lv.est.ors::t:n ?'LC :.:;common stoek.":~,,e·rsus t.h.e ':::-eturn. ::."'.:. 
~o:- AA utili ~y bonds over the last t O.~:re&rs; :.:.:::&e:n:oted: .:that ::risk;;:'.:": '.-~ ,,,­

~:-e:iu:.s !'1uctuated. signitica:ltly over the :re.a.::;s:",,;'·-:..:_o~b~:':<>': '.:~ .,,::.:::-.:::;::c: 

co::.se:-va tive; :"he -c~oseto ":'"J.se :':'a":r-ange":o! :-;~retlliilIll;s' ."':!:-'om·=:;OO .:t6C:600 

.. -- ., .. 
-



A.610S1 

'bas::' s :?O:i;. :;S-,-:'W'hi~_h.: ~he_n~ ;a~~ ,t_o, :h:':3:- ·e $~1c.a:::e: o:~:::' C?g~'t~r;m. :.:de b:.t: '£..-0::;,:::; ':,-::: 
-:b.e uti!,:' ty·-in,the -tes·t.. -'Cerio'd,.. 'Crovid.ed :a ~range ~o,! ,,1 .. 6 .• 50, -to -1,,9 .. 5% ... ,. ',_ i. C, ... . ., .. , '.., .n,._~.'" _,' ,_. .. . .. ". _.... .. _.. i ... _. ~ __ ... ... -" _", _ '"," .. _ ..... _ ... .., .. " ... 

~b.is resul t..:~: .a.cc~rd.ing:t:o ,~~a_~~;,SUp'pO~r;~ )l;'~.:::..:~:6~-:7~':::-~::'_7:.-:2:~~ r;~:~U:I:.n.: ;:-::"';; 

on eq:~i ty: .::.ecommendat;io~n.."::.,. -::: .r:-:~' :7'.,''';'' ',':' '~:-:_:~,:':;'~ '..::.':<: :::::;.!:.::: .>: ~ :':~':;:;:~ :: ~ 
. ' _ .. ~~h~·--:hi =:d: -~:ne:thod Q,uan;" use.d~ ,!,as':.a: :::1s,k'::p:'r,e.m:i~~m: ~anal,Y:S:i:s ':: c ::: .~.:- ::' ': 

u.si:g the returns. :.8..lI't,ho.rize:d '.:by-.:.the ~"Commission:1n~~th~::-1a.~t ~iV~,:SoC~:·':: 

:"ate cases to establish a :"isk J;lremium over embedded:~.:¢¢·s:t ·:.of· d~bt-.\.:::-..::: :"~ - , 

Ee stated. .that. b;is' .:a.nalys:i"S.sho,ws· ·t:h~ :Commi~ss.::on ::~a.s -:'b:ee'C::ta.±-r~y 
consis.t-ent i!'l::i ts~e.llow:ed.-~retur!'l.s, '::pe'::".:ni tting,.::a.J;l:p1:cxima:t.&ly,~'5 ",:,61:~ ... :::::::::, r. ":'. 

hio=-e::" ret..:.:,,:.; ::or; e:<1.u1·ty .. than -:he- etnb:ed-d·ed: :co s.:t· o·!; ~d-eb-t..~ .:".-;"'Il!l.e!l' ;a:?J;ll iet! 

':0 -:he ,eu:"::"e:::. ~ ..st.a.!~. !-o·:"·e.cas.t·, ·of: .embe:dc.ed ..c·o-s-t- ..o·f· d·e"o·:e- -.. 1".0 r-- =-1 9e.3·~ .t-h±:s .' . .' .. 
~ ,...... • . ,_. .. L.. . T' _ _..... " _ '" •. _ • ,. ,w _ _.. _ , ... , .... __ ......... _ •• c,. ~ ~ .... \. 

:"esillts-:ina ~etu::'1:-o!.1:7 .. 2.6~~,~;-:. :.7'_' :::_: ":':<:',~'.::: -;:-:::.::.::.:.-: ':-'-<::;::~;"":''::': ,):':::-
·~he, !-our,t.b., ·method Q.uan' -used, t-o- ,-cb.~ek ~th-e-' reasonab-l--eness.' ,.{)O!- - - .... ~, 

,. • "- .... _", • .. _' .... u ...... .... '. "... ., ...... ~ • pI_-',- _ ..... " 

his reeomme-ndat±o%l; --:as .··a,~d:i,scount.ed~~ea.sh--:n·ow. . (DC~,);; anal'y-s.is.~.-:::Quan-.:.:~::.": .. ,, 

~orecasted' -the- ~ex:peeted·g:-owth.: ra"te -:i-n- ·div.i:de-nd:s.:f'O;r ,:a.: ;:,pe:::iod .. -:i·;a; the- ': c'-; ~ .. 
..... ,'h'" 

~'.,;.~'U.:e a:1d : added :'1l1s ':'estj;mate~ to:the ~c'1lrre!lt ::expected,\.'d,1yid,end.:-:::- :..;~ ," ":.':'::. 

::rie:'o.. ~he hi sto :,,1cal patte-rns. ,'o:! :d±v:±dend: growth w.e:::-e: t.r:acked" :.--and ,:~, ,-':- :; 

g!"o....-t~ in :ea::n!.ngs '- and -book .:value -:",(ere:-compared .. :. Quan·l~s ::ana.ly,sis 

si::.owec. that~-ece!l."t. !i-ve";'yes=::g::owth .i-::-:all cat,e'gor:1e:s: was .::u:e~:::hi:gh.e-:" ~'.:::' 

t!!2.n. g:-orthove= t.b.e7.1ast <1·0 .'yea:-5·. :- ,·Eased: ,:,on -: this t':es'I,ll t'r -:Quan ':: 2~:: -;',': :'-: 
ass-.:.:r.ed a ·~vth; :-:ate ~s:~me'W'ha:t ... !tighe~ _than ·_th~ 1.O:-:y~ar.:<·a~e::.:age:but ,::~. 

::'0-: as higb: as ~the _ V'e:-y~high: f'i ve--year.:.. gr.o~b.::in, .. ·o~der·:~o.",-~J;lpt:ox~:na:te:-:_ 

an. i.:.vesto:- t s :"ea::'1stic expeeta. tio-ns 0:''": -.Quan .:c.ete:-.mi~ed: ~tha.t. the :~..: -: ::-:< ': 

O".l:,,:,,~nt ex,ee"ted -::c.iv:;d.en~ .:yield ",(as :,a;_~:"oug.b. :avera.ge: of. ;::.t.he. last t·",o 

jea:"s' :-eco:"c.ec.. ":yi~eld .·:'!hese·two_,sets :::0: ).n!o:,:natio,n;W'~re .:.~~m?il?-e~..:,~ ':~ 

a.:.c., . 's,ceordi!!g to . Quan:p; -;th.e resul t.s :ot' th.is -;-a."l3.1ysis -:!'Ilrtb.e::;:~o~i:r:ns:. ':::: 

his return "on-e<\,uity:-reco.mmendatio·n; , :-:, .. .: '. ;':::. ,:.~.,::: '::;;:'!':o: •.•. :;:,:.:.::.: .:.;. -::': , . 
:?osi-:ion o'! ?ec.e:"al~X~enC'j:es'.: ".: _."" ':,,::~-.::.:.:::.;::,::_-:~,> :'..:-:..~:.,~,:;,;.<r: ::-=:::.:::?':::, 

,··-·":> ... ~",~'O·:~,,~·J',,·..,tA-,"""'-t""e G""n"'-"" Se"v';ces A.:l-o(""';-"a.·~""tl .. ,,- ... - .. -~ .-~. __ ""'" .'-' .... <_"-" ........ :- ¥ ._ ..... -... ~:.~ _.,._ '~l ~_ ... ~;,; ... III ... "" '"'/~'~._.:.";,:,:. 

~es~i~!ed on beha:~ o~ ~~e cons~e~ in~e~es~ o~ the ?ederal 

Ageno~~s. ~:n,:e:" recomce::.ded ;5.90% :"et~r!'l. on eq~ity~ 
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j '_ "'" ,,'" i"~ 

':~ii:lte!"' 'used- a :DCF" :inalYSi3'.>:'!o;che·e~~h~ r~eas'~nabieness o~ 
-,~' ..... ~"'~~' -, "R, ..... ,.. , t ..... ~.' ..... ,ry. ... :-'''''''~'''."' _ .. _ " ~ .', ... "... ........ 1 " '. ~ ..... .,..,"_ ..... '" ~ ( :"','" ~,... _ f ... _ ....... 'w',-

::'is :-esul ~; he . used 'a.'-r:tsk-prem:tum.'a.-pproa.ch -a.nd: ~'a. 'ma.rket-t·o-book~' ..•. , - ,. 
~a~io~:lethod"~-:- .... ' .... ~- .""::=,:::',-.':' :':~:',:,::, w:~. ·:-.:~·,"::-~cc:. c~.~,.:~",,': t, ':'-::"i-~ :~~::-,:.:~.:.',: __ ~ . 

.... r', - ." ,,- - "., • ..,.... '" .. ,., .... _ ....... ___ " ~, • ,., " .. I. #00 .. "', /' _..... M,t...... ' .... , • - . k .... ~, _, .... _ .... .,..., 

Accord'i:tg '"to 'Winter-the' 'most commonly -pres'ented' '\DCF' "'mode'!:' ....... -v ~ 
"" .... '", ",~-'W'" " , .... ~ ...... , ... ~ •• ,._, ... __ ",_,_".!"'I' ••• , ........ ';_,.;._:,r"' .. _ •• -7 +'i,~:... ....... ,_, .. \" 

is the simple"''''yield:p!us 'gr'owth ""~!orm;'~In "'this model' 'the- 'anaJ:yst '"-" .. ,,, 
• ...,. .... '. ~'- • - •• "' .. ',~, ~. - ,., ~ _ • -... ," 01"- ,. --'0 ,,....... .-,1"*0 .... , ~ .. __ I"l ,..... ..... to ,~~ t .'. ~ ,no, ' .. ~ -. _._ ~ .. ~ 

dete:-:nines 'an' appropris.te-curr'en.t '·y±eld"· tor "tb.ticompa.i.y"s "'stock "'t-o'';''_'''' • ,-;' 
which is' adi~d the '~tiiu.re' d:etermined:<to :"b'e >the~:iea'sonabte"::~':: ',~:- :<::::.:'::~~, 

~t:!.c:'pat!o~ o~·:tb.e '-~re g.roWth"in~~'divtdends ~-:.:: T:he :-resuittng ~'sulli~iS:-~ . 
~b.e i:lvestor'discouIit":-ate"o:-;costo!' ca.~:!.ta:l.~:':: .. ' .... .:::~,:::.": ." :::. :'::-::::~: 

"ii::ter::stated<'tl:it ::~he ~s:!.:.:n~le"~to~i=o:t~t:l:ie::DC? '":o~d;i :1S ::::' ::::: ,-::::: 
i::.a.pp:.o,p:-iate i!l.: 'that it, aSsues ,a..-s~ngle ;i'te'of g~6'rili';to"::-:": :::,: ':''';,' ': .. '.',~' 

:'~!.::.i ty. lie' sti.t~d . that :' :L'nvest'o:-s :a;e: aW'ar'e 6t'':li1:~3'tor'1:ca:!;'-:mngs ":1:':'::: 
the rate' 6!,~div1d;end growth; :'expecting ~neftlie'r:hi:'gh. ·ii;r'·:iow--ia.t'es ·o'! ~.:: ~ 
growtb.>to "continue '~rl'thout 'interrup'tion:"In:-plaee::ot;'":tiie:'>s-im:p1e::: :.;.: -:::: 
!o:-:nu!a~ Winte:- ~used 'i :'model :yliich:' tri.eorpo'rate's bot1i~~n:ea.'r.:tirm=a.ri~ :';:: -::::' 
long-te:-:n ex,ectat!:ons;: tor:' the ":ra.te ":01':' d10":derid:'grorih~ :, :V(ln:te-r":used '~";,". 
the' :lost· :-ecent '1 ,6~week--:per1od.preced:rrig':t'he ~:prepa:ratio'n:~:r:'t'ne::"~: ,:~: :-,: .~-: .. 
eVic.e:ice 'to de";er:nlne the' yteld'-portfoli o~::the~eq,ua:tion;..an'~F'a.rri·ved ";: ;':.-v, 

at a j 0.96% 'yield. '::']'or :'the . near-term. -growtli :rat'e: :Wlrit'e~:ee'leeted<a: ': ,,' .. 
::-ange o!'· 6:2 :to 6 :7%~ :"~h~s -:wa.s:'based":uJ:lon':analys'!s::·o!~re·eent eh;ort~.: ::.,~ .. , 
te~' gfoWth:-ates:-!or -SoCil a.nd: "\l~on !oreca.st's ':by :'recogniz'ea :':ai'd . :-":;':'. :. 
"j(ic.e!y' :-eac. i:lves~:ne:it ariaJ.jsts.' 'Poi- ::-tne -second: '~st8:g~-~ci! t1ie·~!'O::-:iula. ';~' ~' 

~ - 0- , • __ r ' • ~ , , 

",tj:'::.,,:;e~~ seleetec.'a.: ra..ng.,-6!=; to 4:5~;' 'repI"e:senting,=co!l.s±aerat:l:on ':of'~: ,:-:-: 
-.' ." > ~ , -. -. -'-' ..... t·, - ......... ....., ~ r' *'" ' .,.' ' .• " ,_, ,,..,.', -- _, ,....,..... ' ..." _ ~.. .'...... •. ' _.. ~ 

be":;::' ,,:;b.e '::ong-~e:":: historica.l gro'N"th "rate' ot' SoCa.!"and 'the"long-te:-:n . ': .. 
.. .- ,... .~ • , + ,. ... ,.,. '. 

~e:-:-e:-~a.:::.ce: ot' ~ood,.j. s ''.l.!;~li ties;.:" icco~d!ngiy; -;the'±nd1:ea. ted:~::':':" .: -:.:. :'~. 
inves~o:-':' :-eCtuf~emen t ::~ou.nd :""6y Win. ter' !I"om ~ tb.is~-:tW'o,::;stage ':'aniIys:l: ~j is' ~ . :~. 
t::'e~;a,;ge'oit;;6;'to~f6'~:8~::" -~,:,,":.':': :'? .:"':.::" :.:~ :.~' r.:~ '~~.::.:'": ':':-::--'" 

:. .... ~ 

:':- .::.: ... ~: ~ ..... :.:.:-:. ~ :.~;::.-::~ -:I.t- ::~:.:":~ .... ~':-: :.,s~ ~~~;.~ -: ::_::':'~'":"-::~' !~~.: ~ \f:~':: 

.. S,.. ~ ~- ::: ::. 

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

"8':,- -

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

As- ,a, ~i:-st. el:.e.ek, ,upon _the ::e.a.so·naole:n~ss o·! .. this,-=.ange ~ 
• - .' __ .., , ~ ...... T', .. ~ , •• ' "" _. .... • ....... ,.., _ .. ' ........ ~~ ~ _'" T" ~_, _ _ _ .-1 .. ~. <__ ., ....... _ . 

'ii:r:er eond~e.ted" .. a.<:isk-!=,rem1um .,analys1.s •. _, '!·b.~.:elements._,us~d. in r-:t.his _." 
,. • " ...... -, .... '""-~.- .......... , "' ......... _....., .... A ........ "" .. _ ..... ".' ..... _. , .................... _,_ .......... __ .,. 

a.nalJ'Sis we:-e a. la:-ge portfolio of' 'diverse eo·m.mon stoeles (the,._S:~&"'?·,.,_c._ • _ ........ ~... ,..... __ v.. .. 

Com~os-ite.~Il.d,ex) ,. _a. =epr.esen.tati V'e _por.t!,o,l.io, ,.of. ,u.t i11 t~ .sto.eks 
(Mood7' .. S. 24 ,~tilities\~ ~and..io~g~t~.r:;.:gc~~r.~~~t .':o,c~d~~·~.~ih; :p'etiod ~ ~ ., 

• _. , .. _. _ "I ""_ ...... T _ I. _ , ... ~......... """ _ _ ~ "" ... ....:." _.,. .... _ .. , _ ... '~' _ ' .,.' _ .. __ ... ",' ... ~ ..... _ 

o~ analy:sis -w.a.s1·929_to .1979 .• ~ _the .!tr.st _s,er.1.es ... ot :ealeuia.ti.ons .. ~ :. __ ., __ ", 
a.ss~ec' th~ 'inves~J: ~p~~chased ~s~t~;k~in ~~~~c·h:iea.~~be"t~~~·~-1,~·29 :~d-~~:: ~.~ . 

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

1978 and. sold .. the ,s-:oek in. 1.9:7.9 .... ,The, .a.v.er.age pz:emiums _.~rom this. ... ~.~, ,,_ ~ ,_ 
• • 0' r.. . • -. .~ ..... _. ~-'<..' .~, _ _ ,_ _ .• ~ _ ',,":. ... .-.: .... _ _ ••• '" _ __ .. ~ ..... " .... ' ..... __ ....... _ ...... 

a~:p:-oa.eh '"e::e ;40 'basis ~oints ~o= the -.utilitie,s ... ove.:t:_.government,._~. 
, ......... -, •• -'" .-~" ~ ••• _ -' ... -' .. ,......... .... ,110,. ... I.- _.... ~ '- ..... ,' ' ... _ .. ~.:-~:-

OO:lc,s anc. 61·0 'basis:'poi:l.ts..!o.r.t.l1e ·S~& P. C,omposite .. ,Index .. ,.-T:b.e-
•• '" ..... '. • • - • , ~. ··ur ... _ or ..... ~ __ ". _.. • ~ ,. .. ..... 0' " "''' ... ' ......... "' .... 

ave:-age spread ;-!o·= all poss~cle. whole-year: _holding periods wa.s,a,lso .. _ -" 
• ,.... • _ - , ... r .... ' '._ '"00"'" ' •• P ~......... ._,,,........... h'" _ •. _ ,. ......... " ............ ,... _._ 

ea.:.cu13. ted. andtl1e .. resul t.s weI:e 41. 7. . ,.b a.s is. po in ts .. and : 696 _bas 1,e ,. _ ~. ,. ~ . 
~oi:lts, ::e~pec.t1;el:r.,_ W1~te~ '_~~gue·dth~t ,~th~·~r.i.;k~ ;t< ;t;ck~·.+o; .~: ~~ ... -~:= 

-" -, " ... -r .... _ •• '* ,,',..." '..:' T"'''' .~ .' ...... ,' ...... ¥.. "".... _ '':-'. _ ... ,.' __ ... __ ' ..... ' .. : ,; ..... ,;... "';', : \ 

OO:lc.s d.o not. :-ema.in~consta.n-: ~over ~ ti!.D.e,._and _that .... the. ,relativ.e ~risks· ... ", .... _,. 
do not ,rem·ai~.·t~e s~e .. ~ He :.=,~·und '-t~t' _aith~·~gb.:b~;tr::st'~~b~~d -'bo~d.~~ ~:~ 

. T.....' .... _, __ ...... ..... ... _ I. _ .... _.... ......' .... T' ... ;. ... rl \ ...... _. ' of ....... _~ __ ........ _ 

a::e i.n::erest-sensi tiv~r' the .recent'·and ~eu:,=:ent_i'O.tel:est .. l:ate v,', ~_ "'~_~ _ ~ • 

volatili tj :h~ -!lad a g;eate'r ,';:ef~ct ,:on .. the :b·~nd.~~a;k;'t: .:'. A~~~;di~g: t~~.::.= e 
• ... ,ri • • '. • .. _ • .... ", .... Y"' _. ._~:.. .. ,... '.. .. ....... _ ,,'.. _ ~_. ~ ........ 

"linter ,.his. ~sta.tis:tica.l-a.naly:ses d.emonst.:-a.t·ed ~ .. a. g:ea. ter.-1.nerease. ,i,ll ... ,_. ,- ,', 
~ - • ,-.... ~ -- • ~. ¥ .. - • -" ---.......... ..' - .. , - .... " , ........ , , 

the vo:!.s.tili ty o:e seasoned-bond. ... pric.es -than .. in ~ utili,ty stocks> ~;:: ~'. '. _ .'. 
• .. ~ • -' "~. .-. '- ..,' • ~. - ..... - II .- ....... , ''''": ,0 ' _ .... II ,-. .... '"' -.,. •• 

i:ld. ica t i:lg a, ·,lowering '. ot· the .,required " risk ;~pre~~~ !:;om :~h1st~::-ic~=!.- ':~, ::.:~-: . - ',' 

levels. ·.iinte:- also cons·ide::ed .. the !a.vorable -tax,,·treat:nent-a.ccorded __ : w • 
• T' ..."._ '" ~ , • _" ~. -" ••• _ ._ ~ ... po_'''' " .. ,. , ... • ._, ......... .! ~ 

d.:",ide:lds·t:-om cr~ali~y.ing.utili ty. .. companies. -:,3:1s conclusion was _ th.at ... .. 
-, • _. , '" ~ , • - • ,-. _, .., __ '1"- ........ , .... ,_ -.. • _,. • ~ _ ....., 'I-~ _. .., ___ 4. _ "., 

':he ~i.::.:':na:!.-s:p=ea.d"re<:i.u:'=ed"OY_:L::.vestors, i::. SoCal.~s.,stoek:.,is,.J.5q. to. _~ ,'.,' 
, > ,. '." .' .~ '. '0- _ ,+'_' h .". ~... .. - , ,,"0- .... ... '. ..,._ ... ,,' , .. _ • """-. ...... '- .... ". -.. .. .... ",,,. " ..... ' 

250 "oa.sis.::o i:lts - Si:lce, tb.e-.a.ve::a.ge .y.ield O!l.~ 10Ilg-teMl~ tr~a,s~:-1" ~ _, _ ~ " 
- • - '" .... r ',_ " '" " " ... _.'. .~, .'_ _c '. __ ~ '.,..... ,,_. _... • ~ •• _ ... _ ,. ~ ~. " _ I. _ .... 

seeu:-i ties duri:lg tee ~e:-iod .. Deee:noe:- 4. ,1981 . to.,Ma.::e!l. 79 ,.:,) 982,. "~s _ ". _. _ 
i"). 7%, ·ii::.,:~=,esti~tes'tna~'~ .. _ th~~ ;~qui;ed- ~~t::";;",~n~;~~i:eY ~.w~~.iC:-_b~ ~ :.'.': 

". .' ";11. _ _...... ".... _ ,...... " '_, ... ••• ..... .... _ ". 4 • _.. .. _ ...... :,.. ~'.. '" """ ....... '.1 \ .... _ 

i!l th.e :-ange o~ 15 .. 2 to 16.2%. Ee !urth.er estima.ted _this;::ra.nge( .. ~"ould,..; ~ 
:::-o·,ric.e co:-:-espondi::.g ma:-ket-to-book :-s.tios o~ 1 :04 t~ 1 :26, -. . -.:.... . -., 
:-es::ec~ively. Wi:lte:-'s :-eeo~endation ot 15.9% is ba.sed upon his 
o::i:lio:l ~h.a~ i:l!lation ~d inte:-est rates vill conti::.ue to decli.:le i:l 
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-'\,.- ~. -- .-. 

Position o~:CAuS':·:- -. ~:,-:- . .:.~:~. :-.~:.'::' .<;~:.:--~- :.":.': :>: .. :. ~~ :-.:: .::':":::,."':~,:, .. :, 
. , 'CAUS' ~:t~,a.~ c·O:ipo·r a t ::.o:n 'eom':po:s'e d: :-o'! ,tho:s:e: :wh:o~ hO'l:d:- -;c:ommon .. ~: :<.: .:;.: .: '" 

stoek i:i· 't::le- :utiiit1e:S . :"egul"at:ed·by' :thls: ~·c.ommt's:s:io,tl;' •. - :O:ne~ ,;o:C ~j:ts ::" :'.::-'::'.:'::::­
goa.!.s is the e!!ecti ve representation of": s.'t:o:ck"'.oJ;d:e~. ~tn.'te"rests',.-:::' ':CATJS,;'-:::: 
"-ras represen:ted 'by- -:Pliilfp -c,~· 7.resber ... ," ~ ',::- ,,: ',>,:: ~ .. :.': :::- ': -: .... ;~ ::-:. -;:.: 

.. :-Presb:ertest1'!:teo: that the:·~dnut:ion: of :·s.h:a:r"eho,!d:ers·~ equ:1 ty:: ::' 
is O:l.e '6t"";he~e:r ~roblemsto :-be "re:soIve~- by :-tne ',C:ommls's,r.on.;·"·E:e'~~· :-.~.~:: 

asse=tea :'-:8:s dilution" is ea.used· ·by:=eturns on·~'equ±t:f.~· :!::o.s~!:!eie:o.t":tQ;=:::: 
,e:":l!.tthe·-=.tilfty 'stock to ~!!el1 a:.t::o-r:aoo;ve'~ook-va:!.ile; ,Pre'sce::":'::' -:::.:-:-: 
~":.:"t:'er asse:"ts that a one-to-one ma=ket-to-cook rat:r<"i:-:1s: ai:-:ne'asure':';: .... :':': 
o~ the' adequacy o!·-:he ~utility t S :a:bf-li tY' :'to· at-trac't';'cal',i taJ;;;.-: >: 

. P:-es'be:- -set forth. ,:.wo :r1sk';;p-rem1u:n ':a.nalyse:s based·-:upon.:the-,,::: ~.: 
di.!!erenti.al "oetyeen~SoCa.l"s earnings/:pr1ce ~ra:t1o: ':'and<A:a:-d'ebt:a.:ld o:b.e .:":::: 
:price-tO-book :-atfo versus As. debt~ -;--P'resber recommended :-a.:20%:return: -::: 
on eq,ui ~ "baSed ' on· the 'results: of-hiS :-anaIysls.;·:: -: :.'."-;-;' :,' :; .:::.:: -::: 'c: t ::~.-' ~::.: 

::-:CAUS 'agreedtha.t .. th.1s~·1s':a.:d1!ficult ti:me::for the:'::: 
Commiss±on'·:to:::nake ':a.~decisi6n on>,the appropriate :::r e turn ":ou":equ'i ty :,:- :. :...,.~. 

because -of' the" pressures: push.ing ul": gas:~ prices ~ and because (of/·,public ~ :-" ~ 

pressure "to: do: something" ':to'~sta.b111ze~1,l;t:!::t:1:ty:::'b'1ll:s;,;: ."":However,'~~,CAUS::,':· ~ 

a:gues' tha.t: the ~ Commission should:' not bow to.,:tliese ~:p,ressures:by:: "'~:" .:~ ~:',:" 
ig:::.o'ring:-the7"tull' cost of· capita!; ',:": ':': :--:. :-~.:::.:::.:.< . ,:,'~:)~S -.:.:" : ..... -:;.::::::::.;::: 
Pes:' tion of:'LA~ . I .... '_,""" _ ..... 

. ~ . ~ .. -:' Manuel Kroman., 'a::: c onsult:tng.: eng±:l.eer '::tn ~the:·!"1:eld:.of :,:.pub J::i: c·:, , -: 

~.:::!.li tj" r ei'"....l at ion·, - r'~!'resen ted:'I.A~ '.'Kroman:." :-e·c'o.m.mended.::'a. '1: 6~-; retu=n:::' '::, 
._- " pO- " ..... .. 

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

Kroman develo:ped l:l.is recomm.ended~::-et'\lrn:-on"'e<tu1"ty~cy :!laking:::--; 

an a.na.1ysis of SoCal's, showing. and th.a.t o!' its eons~.:t.an:t.:=r:R:e'2~B::led~::.:'-:: 
tha.-: the DC?~ :Let!lod- i:'!"Unre1.1a'ble ~:-:; E"e:' ;pointed::: t.oi:the~wilie ra.."'ge o! 
:'esul:o;s'd'e2:'ree,. ~ t:-om -: "tM:s:- :n:ethoo~:': . S'-o,Ca.r':9'~·20:': to.-: ";;t~'88~:;: z'e:d:e'raJ.:· ':,;,.~::.:~: 

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

- '20':" -



Age::,cies, 1,.6 to '6 .. 8%; and sta!~, 1.3.24 to 24.34% :-etur:n:,:op.'.:: "~'-'-",",. 
--~-----"~~~-~'~--~-'''-'' 

equi t-;-.. ' *eO'o rd:::ng to" .K::o:a::t, ':the-, '~mer:i~t" :o:f': :"t:h~, :p:c:~, meth-o~:l:.,t:es in 
the !act :that ... it,·c'M. ,o-e: ~ar...-i~pu'l:"ate:d:~to·:supp-o:x::t:,;any ··:-es.ul-t.~tha.t·-the .:~~._ .. , 

" c._ ,> - ... ,,. • '" •• • .. " • _ ........ ' .... ~, ',0" 

pract:1tioner.at.temptS' ,_to: :advoca-te-.: ::;,~ .. ,;: ,:~ '.' ~,,~:: t,,: ",-; ..:.:' :::-::::>~, ':.' .. ~:' ::..: ;:':':':'':'-: 
coman took issue with the,-:ri:sk-1':re,mium,.:app-roachr,uae,d,by.:,r,_ ~," 

. - ... " .-... '0#. ...... ~ .' ... ~ +.- - ~ .~". ........,. 

SoCal and ~ts eonsilltant;:: He .. ~eontended· 't-ha:t .. McG.t:~go;~,:s ~s}~:p.tion 
tha.t the 'ea.::n.ings. ,p.r:ic:e,rs.tio is·t.he ,- inves-tor' s -r,e-qui~ed."retul:n,.on" _ ~ _ .. 

i • • '.< • ~ -'.. _ •• _ .. cOo~.. .""...... • •• ' .. _ ",,' -.' .. '-' '" "'. 

co:::non ·~ctuit:1'.:is '~~a.l'lactous-. :E:e:. a.lso -~i s.~ut~~ J:.~b.e:l:~a. :~' ~~s ~~'Pt ;~:~. ': ' .. :: ',:~' 
t=.s:: the:-e .is ':a one~'to-one ,:-el-ationship o'et-.een r-e,":il:n.,on ·equity_and __ , ~. 

~ • • ... ..... ~ __ -.,. ... '..J .~. ~ ___ .... .~., '" ... _ .. _ .' .... 

:::1a:-ket-to-oO'Ok :-atios.- :-~::'-.:-_:":-::::::":_:::::-_,:,;~::: :-: ::<',~:: :;:.:-:~::;~.:: ,:-:>.:::-:;,'.: 

K:-onta.n .argo.ed"~that SoCa1;c-a.n:not 'ra.a.sons.olY:-asser.t .that.,tb.e-- ' __ 
• • ',~ ~ < • •• ,+ .... -'" - .~ - -""'" •• ~. .. .. \,. ......... 

a~~ro,pr:'ate ... return on .. equ1ty~:is ::that:,which ... eould :oe ::-expected-:to ~ 
\ 

p:-oduce _a.:na.-rket-to-oook ::"atio. :.:o! ~mor& _ than one.-::,:According ~~,; ;":'~ "':' ~ .. ':~:.: ~ 
K:-oman, high. .'interest:~rates have,: depressed ;;he ,~s·tock px:ices:<o:!,::all_.:<:..: ":.:~ 
ind'\:.3t:-y g:"ou:ps so that most '~:I1,arket-::to-book;·::atios .. ,a;re .. below~one .. ",~ .. .. ....,- .. ., .... ~-- .. - .... , .... ~:: .. 

iC:-oman disputed SoCa.l'~~s ..:olaim~tha:t~· i t;h.as ~not~:,pe~~9:-:led 
well as ~~a ,u'tility .~alld, that .it ,,:,113 :in danger O''!a·downgrading~,of _c'red1 t."_" .• '- -" _T· ........ ,._ ... ,.J"' ........... _-..... \", 

:-atings;. :'As: evidence he ci ted.-:the.,,:,!ac:t tha.t,.SoCal!:s . .:ea.~~i~gs p~r.:,:,:.." ;:', :' . ..,' ~ .... - . 

share have ·'been".higher .. and:-more::staoJ:e ::than,~a.ll-:;. O'f ~·tb.e ~ eleetric .' _ ,,~, ,C,"-
# ,.,., '._' ~ .. .,.. •• .... • ....- -' ~ ... ..... ",- - '.. '" ". 

utili -:ies' .compared .·a:ld·'all~ but two o~,,,:the.:.·gas dis~ribu~ion~-:ut1~i~i~S::~-:~, 

oocpa!"ed by SoCal. In support o! his a.~gument ,:he .:-ci:ted.:.comments::9f:::-:,~ 
.. - ' .. 

va.:-i.ous !i.na:lcial news reports. ICroma.nts 16% r~tu:-:l on ecrJ.ity: :':::-::-":~..::-: 

:-ecomt:lendatiot:._ is '::oased :~p:-::narily. on:-:his~' j;udgment::a.!te!" eons.i.deratioI:. 

o~ a: !:.u:noe:--" o~ !a.cto:"s: a.f!ecting: 't.ne :f'ina!le:i,a1:~:co,nd.i ti..o;~ 9.~:.t~e-: ',::" .. :;':-:: 
U:-:i.l.i ty. Ee stated his :-ecomm.endation. is not ~ai:- i:1 view o:!--the" " 

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

:-e",:U:"~ of eom:ca:able:-:utilities .... ~,---~ ~ ,. ~ ;.."' .. ',."' .. - "~-.-_'.: 
.., ~. _ ~ T • _ •• _. • ..1 _, .- _" ....... ~',. _' _ " \ .... .... ~ ._.' "'""'... .. ~ ~ 

Po si t::o Xl' o::t'~ San:" D ie go :.:': : :: :.. ':,: :' :-::::: ~'::.:: :;.::.:: .... :::: ,~~ :..:'': ..::.::'::: '::: ~; .;: :::: ~.: ':.::'::':: .... :' 
- ',Sax. Diego·.,did.~not p::ese.n:t;:independ~nt.-::tes~i:n911y~;.sn:l:::~~e~:"...;:- :-;":,;".~ 

isst:.e o!' -:-&::-e-: o!':- .retUl'n·;:- howe~le:-J' 1..t;.. j o,ins..;·in.- t,he ... .ar,gu::l"e'r-t- ,o!.- ,LA .on- .... I' ~ . 
.• , _' ·.c"'~_" , .• , .... '. ___ ,," "'~ ..... "_' •. ~ .......... ,~_, ...... ~: .. 

-:!;.is issue. 

- '''\ "'-~ ~ ..... -
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?osi.ti.on -.;.': "-' -... 

- -: ~ Te~cha.p1 did;: not present::independe~t'2testi~on1:::on:'the'''' .,?"::~. 2 . 
• ~ - ,." -\ ,-... '"" .... f'W - ' ~ ... j-',"" ,:' ... ~,., ... __ .... I'tI t/II(,.. .... ...." .. :'" 

issue o! ra";e o! return; however,. it d:id·add':r-ess"tlle·1ssue·'1n-its·~"~·-· ~". - '... 

brie!~' - . 
• - ,0 • , .... ... , 1"", - ':, , ... ,.., ."1'.. ,,,' _ __,",,..: ;. ,. " .... ~ .. _ ". ~ t!- ;':.. _." '" 0- , ~. _ r _ ,.... '*' ~_ 

' .. Te!iachap":f': a.rgued-that an' unduly" Ugh' ra't'e 'o~:''!"-eturn:' will"" ::: .. ; ...... 
g ,'.... """"'. _ ". •• : .. ~ - - :. - ,.:. '. :-"~. ,- - ,..., ... '. , •• ", ... ' ... # .-, '" _ .- _ \. ....... _..... "'" At "" ' ... ,r. • ..... ... _' .... ..., .,.', 

turther ~eec.· 'the .. in!'la:tl'on:ary~ f"ires-' as" w11"l'" any~ un·d'erst:a::emen.t .. , o',!-'" .'~ ~."., .. 
~:\ -"... .' "I'" .... ~ 1'IIj' -, ,., >', .... '0; _,.' _ ,... .... , .. , ... 4:..".. ..... _ .... ,.A ,. -, ,. __ ,.'_.~ .. 

expected reve:lues or' overst·ateme:lt'o·'£co's·ts~ 'T·eh'a:clla.pi"a:rgued 'that··· .. -~· '. 
i:lterest' ;~t:e:s~ ar~~' h'~~d~;a'·d'ow;,.""a:nd~ the~ C"~mmi~;ioil--::Sh'o'Uid: wiit~k long 
a.s !'ea.sI~i;: t:o'~et-er~i:le' 'rat-e o~ :-eturn: '~o~198f ~d": de-!e::-: "t"ne '~'~';:', . ~.:- ~ 
c.e-:e'r::l::::la:~:.o::: oi :the" 1-9S4:':'etU:r:l. ": '~oVa.i-d·:: ~b.e~ 'end": :o'~ 'f98'3::;"': ~:e'oi.cha.pi: ~. ,; :'.:' 

:\,...".~ .,"" (w .... 1p-,-, .+'~" ~ ': .,_. __ ', .. ~_ .. '. _., 
sta-:ed this proced '.:re will p:'otect both. SoCarand"t:h.e p".bllc~.·· ':.-- '., ... ~.,.~ 

.' p' - • -", ........ , ".",... .[.' .... ..... ,.,.. _..... , •• :,.... "''', '- "'" ~ ~ ~-, ,_" ...... ',.-, ... ," -,,. '::' I .... 

. 'T'eha.ehap.i, 'gene·r·a.ll-yagr'eed'· with ·the· a:na:::-ysis~p1"e~a:r'ed: by-' 
K:oman on c:~hal:f' of" 'L'A- ~i th'the- e~~:e'~ti;";=that-: 's~~'c'ai=: shduid':::'~~c:ei ve:'~ --' ... 

. ~. , ... -... , ..... - •. P ........ " _'" .,.... _, - \..! ........ ~ ..... _ ... ' ~ .,," ,.,,/, ..... _ .' "I"'''' ,,... r'.... -. L "., ............... ~ " 

the sameretu:n last a.utllo'r·fzed:"s~frice-; a.cco-r\.dln·gt·0:'·Teh.a:6h3.pi·~ ·'SoC3.I· c' -.... . 
~ -':". J" '.. ::.'- ...... \, ......... , - .;,'" '., .... '- ". ~ '-~ .""~ ,', .. ,. '- : ,.. .... ,,. .... ;.. ........... ,. ,"'" •• ", .-.;,... •. '. - ~ . .".- .............. ~ ..... "' .... . 

is virtually guarantee"d ft's rat"e 'o"! re-tttrri. "'o'y- -r'e'as'oti' 'of"" ~the··humer·ous~-·:' . 
'., ' ......... .., .. h ~. ", L:., ,,_ ....... ' • '.r '"" ' 

o:-~set ~roeeedings a.nd balancing accou.."'l.ts now avai:a.ble·;J· .. , .. ~"... ~ - .. ~ w·, 

n isc'1:SS ion . '~ '.".:~ -: ':.': ::~"." ;".:' -: -::~:: ~ ::::: '): ,:><".:: -:;. .:~:<: 7;; .. ": 

r ~~ .... .. _ '":~ ,'" '""' c ""'... .... ...:., - ~ -;II- ., .. , _ "'w ,"",-, po:..... "'- r ,..". f"' '", "" .... ........ ..... r •• 

The pa.rties·who· ·p'ar'tic i·pa. t'ed:' 'in 'tlits p'ro'c·ee"d1.'rig- 'c-ame- 'to" .. ,.: '~' ..... ~ 

very' C:i-!'ie:r~;:t 'c'~:nelUs-ions~'~~e;g"a:iiig 't:h:e: "a:p·pr:O~rt3.te;:--etur:l(:on: ,~: ~ ': ~ ::::::'": 
eG.~~ty. R~c·o:~eD:ia.t:~'otis':r·~ge: ~om:-t5~:-9%' ":o~ 2~.~::~~hi d~ff'fe~renee: i'n'=:- :.:­
:-evenue re~u::~e:ne!lt' b:e'tweeu' ::st'i!i"s :r'eeommend'e~::':f7% ;'-eturn a.n£~: . ,-;;:- ::,.:,,' 
SoCa.1's requested 20~ is aJ?proxi:na.tely $5o-::m:i'liion.:.~::::"'·:,:·:;· ~.::::= .,.:":.:: ·:,~o 

.. .,.. ........ 
=0' "put oU:r i·r~c.us.sio:iln ·pe'~spec::';i·,;e:; -:We" take" ~o-te':Of t'he 

econo:ic d:.::-:a:t~ th~t- has" ;~reva{l.e:-d' '-in: "rice-nt: j:;ar-s',: :a.lid<b.ov·~£,;· ',:: ::-~~:~ . 
i:-':-:'~e::.ces '-~'u:- -:C,'~ci'sio:l to·C,'a:-i.' )!o'st ~siii{'!f6a;..~li,: '~h:3;i-;li:1a-:e: ~;id;. '.:" -. 

• T' •• = . ~. ,. .' _ ... '..... _.... .. ..... :. . ....... ~. ~ ., .... ' _ ~_ ,,,..,: \-' ,_. ,... .... ~.... ...; ,',... ~,... _ , .... ...: _ . .,.... ,.., ___ , .. (' 
be e:escr~:bee: as' ·,ola-:ile. ' Since '-:he onset o'! -the'se' pro'cee'd~ngs, '. _ ... " - - , -' 
::lte~esot;' ;a~'es' '''ha:ve "!aiieu:ira:m:a:-t"ic~li '~i :in.."'iatio:i ~ra"f~s; have: ~:'.::-::~.~' :.:: 
:'ecli::.ed. 31.:.Si:lesses a:-e :"aci::.g cO!lti::'1:.ing d'e'ci~e's ·l=n :'sa:fe-'s ,.~a.n£ -: ': 
~e~~:oy:~nt leve:s a.=e the highest ~h.ey have been sinc~ ~he ~:-ea~ 
~-e;ress:'c::.. 
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_""'~. , "'_~-T, _" ' "" • r .. 

:'or' several reasons r '"e believe.' OUI" adopted_leyelc.of, .. , "'.~:. ~ '.,~ c .• ...,. ....... ~'-'--....... , - -....- .. __ .. --..- ""-

15. 75%, ·"!l~cb.., is.,below .. the_lowest ". recommended re~uru:-is.~ the ..,.proper' 
a.:c. a~propriate ~~t~~';',,~o~, ~q:li t!:' _.... " ,~, ~ -- -'-.-'" -'.>" - ., 

-. . ................ :"._~ .-:':.\;._",.:': .. ~ :~~:':::""~-l-: ".::- .'":-:.~ *~~C .,,\ ...... . 

Fi:'st, applicant always has. the burden of proof o! ShO'W'1n~.:~~_,,::, 

that its· !'ate. reque,s:t ,is,jus.ti!i,ed by. the !a~.:ts,., .. ;.S.o~a1~ ,a,r.gu~~ during 
the proc~edi~i that 'jts~ ·risk. h.a.s'.i;e,r~as:e( 'd~U~i~~~ jhe j.a:s·(~w~- <. _ ,. ~' __ .,'. 

years •.. O~ b·a.l~~~· ~e~ ~do~ .not iind~ a''':let~i;ier,eas,~~ ~i,n~ -::~sk~~··.·.' .. ~":,,.~. ,:. : ~'~ ',~~. , . 
•• " .... -'1' '.~'" '_""" ....... ,,·u ........... ,' •• ' ...... _' ....... ,...,~ .... \ • .,.." .. '-.~' ..... ~ •. ::'~'.~'" ... ; •.. " ..... ' ... ' ....... ,. 

1. SoCs.!, ci tes. the .. S,;5 :nillion .. disal,lo,..a.ri.ce~~!_. gas;, cO,s.ts. i.n~.S:. . ~. ~ , 
., .' ' ........ '-" •.. ,~~' ••.. ~ ..•••..• '" ,-- -~,- ".,. .... .,. -,,~'."" ••• ' .:.' .... -. ,';":' .. ,~ •• v ..... '" .~~" •• _ 

:?roceed.:':lg"lf'l:.ic.b.. ,is :lOw. the: suo,jec.t~ .o!:,.!"e,b..ea:-ing •. , _ "(e. ,.:'.e,m;ind_ s,oC,a.2 .. , ... ~ .'. 
, . ." • ... . ",'" • '..... . ..... \,. . ... _... '-""'. . ............. ' ~ ........ ..... ". _... ~_........ u',.. ~,... ... 

":2": i ":·,:"s no~h~::.g·· :lew'!o:', .the C.omm..iss.i.on _tod':'sa1..10w expenses tha.t a , 
" 'c- T • -. " _ '" "" .........., .... _ ........ ' • '" < .... :', o. "". ':' '-..'.~:. ~ ~ •. : ,~ : ... : :- ,,' .:;..:: -: ':. :-- ': .. .: 

u:~i:!.i tj i:n:?rude:l..tlyincur.r.ed., .. - _ ". ~ __ .' ___ , _~ . - ... ," _ .. ;. r ~ '" __ " __. " _ ,_ • 
• ,.- '"""', .. , ...... _~ ............ L.\ ~' •• " ow,' .. "' ........ __ .... '" .- ... ,.. ___ '_ .... ' ... "\0.0 ~ .............. '..: .. _~~<,. 

2., SoCal .. ci tes .3.5,.8. .. risk :the pe,rc,e.ntage. _o:f. ~~Fen,ses ,.r.6.qu1red 
.," ."'""" '" '" .......... . , " , ...... ~\ ""','.... ' .... _ ...... ~~. f ... , ... ". : ...... ~ ..... :', 

'!or ga.s purc.hases .• , Howeyer,. S.oCal. acknowled.ges tha~: 85~ .6-[ 1t-s " 
, •• '. __ ........ ~ '0" .. ,' b •• ' '- ,: •••• ::_ .... : .," ,~,:..\.~ ••• ;-.:" .::::-- ~'",' .'"._ ,,~, ,:_"n",,:::,,,~ .. ,: ;-::: :': . .";'::':;--:,'/: 

eX?enses, a.re .::"e,c.oYe::"aole through ~alancing accounts. A .number of 
_. ' .. '--, . _.'." ,~ .... '. ','''' ..- ',_., ~ .... ¥.:'~' .. '~<;.:: ... :~ "~~:'~~ .... -:';::.;'.:.:~'. :,"~ ...... :_ ;:":'.,~:".: .. - ~~'::L'~-'~,," ,~ .... -: 

:,egulat.o;::"j. mecha.ni,sms taci11 tate the t.1mely reco,very o'f pruden,:tly 
i:lcur ;ed. ~~~~nses. -.. ,~,., ". ."':: • :. : . ,': -::. -:- ,. ..:,:' ."::' .; ;-;".;: ":.- .. ..c,,;, ,~- .. ,. 

... . ~' ..... ,~ ... ::-:\~ ... ,::_ .... :.~.~ ... : ... ;_J:'= : .... .,k .: ....... ~ .. :~ ~~ .. ~: ..::~ .... ~ .::~.,""' .... ::"."0 1 ,""''':__ ,_""" 

;. SoCal c1 tes Commission req,uests" concerning the' . ~ '.~ '., '--' 
''OJ.-.,, • ' '- ....... ,.-. .' •• _ ... __ J... ....... : __ .. 

:-e!:legotia:t:!.on ,of .oil .. co~t.:,acts .•. It, ,i.s~ _the, ~C_omm1,~,~io.~.t ,s ... _ ,'. _. ,_ .... --
.0.- ., '. ... ... ,. ' ... ~ _ _ 4" __ ..... ' "" "'_ .' .. "" _!J _.,'''. "" '" ~ ~ , ____ ~; _ '\. < ..... "" '.' ... ... 

::-esponsi bil:Lty, .to.r.espond.. ~to __ u-t11i~y .a~t.i.ons. _when, .they~ ,may").e. _co,s.t.ly .,~ ., 
- r .... ' ~ •• .oL •• " ....... _._ ..... '- ... __ .... ,,:: ...... "'.'v_.,-._ ... ' •.. _':... ...... ~ ..•• l __ ... __ 'T' .. '\ 

to the :-a.te1=aye.rs or, -appear· to. j,e.opard.1z.e, a.ru:ti.li.ty_ts.~i.na.n~.i,a.l.. .,_ ~, _ 
~ • " ..... c. '." • •. - • _ • • .,.. .. _ c.· .... , ... • ........ ~' ..... ;..~, _ .. : .• ' __ .... ,' :.,. t.: .:._ '" \,. .... ;.,. "" "-

!lea.: ":b.. '1:::US ty.pe. o~ :-"'·risk'" .1s., .a..n.acce1=t,ed.. .-facet wo~. regulation and' . 
. , .. -h '. A:_ .. ,1" •• ", ... '. __ "''"',.' •• ,:\,~.",,~ ..... :.. .. ; :.'.:_'-..:~~~'::.'-: •• , .... ' .. ";i~\ .. j",'*: 

o::.e tha": SoCal ~s !a.:ni.~i~~~ _~i~~h:--.~: _ .. '" :::;.;.: : -: ;-:':-:'; ~,~ ~ ~:: .: ,~,::- _,; ,,;; ";.' _ .. ~. ":.::~. ~. :;. 
.!... SoCs.:.. .c1 t,es. inc:-ease.d l.egis.la:ti v:e, ac,ti.v.i,ty Mas. a .. ::,is.k. In 

,< - ~ - .... ,-, "',... -. ' •• " • ',,;. ...... ,'. - - .' ......... '.- - ."" _.-. .... ' ., ...... lor. ... .. 

i 982 ":he S,,:a:~,e .!.egislat,U!'e, p!',oposed. nume.:'o:o.,s ).111s, c.onc,e~'O.i.:lg .t)le~ _~ ~ > _. 

::"eg'.!l3.':ion-~rp:'0-vi3!.'0~. ·,o~. ener-g:;:' ut·ili,t·y .. ·se·r.~·ic"es:.~ , ·~s,~,~.ai =;::i~,;s':;o '.:~. 
e·/idence ":~t. i:t>~as. ha.-;~e:c. :.bi ~t·h.is: ae:t,ivi,ti~~ -o~ .tila~· -it . i.s_~ii~~i~·to '''., 

• .~.'''' - ". - ~. '.:: 0-. , .- .. • .... ~..... .:'..... , ..... r •• _ -' • ;'.,' -. ... \,. .' ... -#'or ,::~" ___ .' _' ':" .:. ~ .~ ::.::: •• :'''': .: 

be !lar:nec.,by: 1.::ocoming legis,lat1.on ... - .We ."tiil,l notc.onside:-- .this '!acto:- . 
.... -" -,.:. ,.. .. ""' ' ... -- .... - - ...... .~---. .. ' '-" .... ~ ... -' __ ,,'-:. ..... :'.:; __ ,,:,,-';' ',~ "·::F"': c·: .. :,;,:~-: .. " .":' ... -: l:':- ~--:..: 

" - :." ",", .. ,.. -" ...... ~.,. ~ .... ,',~' - C.- ," 
" ,., '''.~ ... . 

- 2';;--



". 

5. s.oCal:~cite5"r.:isk;.due: ":o,Z:'c:.us::t:omer.:: o:a.:se':::.hat·:l;s -ove~::S:O%. :~~.::::: 
:lonreeide::l::ial ~ - S:oCaJ;:: has ::-previously eaJ.J:ed: ::at,tent:i=~n..::~o :this~::-:;:- -~ ';' -: ~~: 
~acto·=;:..but. ~rovt.ded-::l.o, ertdeuc.e o~ ·.;a: .. s'±:gni""fiC"ant.~sb::':ft;~i-n·ns . ':::::"::~ ::-::.::­
cttStomer :nakeup. :he industrial tuels,:1ual:ket may. o:e-:telluo,ttS ·:,"o'~ca.u.se.··_·-:'t 
o~ ':he potent:ta! ~~o:r ·!u~l: -s'W'1 tch.::t:lg~ ,~:=E:o'W'e:ve,:",~~'th;is ·~t'acto;r''':WoUld not 
lead to' increased u.tilitj"- risk .unless':we.::a.baxidolled:our..:pol±CY: of:·::.~:;c:'\·,,;': 

setting industriaJ. rates .so:a.s:to :'d:i:scour,a.ge :!uel' s:w-1~ehing;::,>. :-:::':.: .:::,: ~ 

:hus ,:' we do": not agr,ee::.:that: these:co'C;s1deratioc.e::proposed: 'by:- ~'-:: 

SoCa.l. ha.ve. i:lcrea.sed~ its ,risk since ',>1 ts J:a.st gelleral .l:a.te ..:case.~; .::.: :,.:.::: .::.:: 
'. Secon~,: ·tle,' have, al· .... ays relied~. mo-re:, on j,udgmen.t:,:that-: any~ \'.: -: ~ .::.~ 

si:'l.gle :nethodo:'ogy ~. such 'as-Dcr ;.-r1sk P:premiwn;. '''ol::capltal :'assets ,:.7;:': 

pr:'ci:lg ::lodals, to est~bJ.!.sb..~the:-a.:p:pro:prla.te:"l.e~"el o!'returu ~n 
ectui~y. The ex&:-cise,'o!" jud~ent:'necessarii:£:'il1yoives !~)reca.sts of 

""-2t the utility wili. ~e~~ire:~·d·~.i!lg.:th;-~~~~t:: :r~~~ .;"~·;j;~d~t~~;~tra.ct 
.... ......... - ,".- .', ...... j',....... ..... < ..• ~ .... ,-•• ".. "/ 

illvesto:-s a::.d retain.a. -sound !1119.ncia.!. !ooting~' as·::well"·as :!orecasts 
•••• <+ .• • •• •• •• .._v ..... ~ ... _~ __ .......... _ ... ' 

o! how the economj":-vill' perf"orm.~:"wllel'e 'int~:,es-t 'ra.-tes:.W111. go; and 
,.... ," >r ,", .. ~L ..... ", ,. "'" ,. " .... " ~.' ~ ..... ".' " T ... ,..~ ... '~.':. r:. " . 

'..-::'a:: in!la.tion '.(il1~be~: .'Such~.forecast5 .>~:::Il,:alp.(ays oe-"icipree1se .. 
. '-". -. . "'---""_."'" .............. , ...... _ ..... ,--,_ ... 1,0-'._"",-- ... 

:.ro:'eover, ~he testimony of witness Wi:'l.ter':clearly;:demons.trated the 
:,o:e which judgment a.?-0':!orecast111g'pla:r il1"usil1g·":-the DCP:":~:.;." 

:lethodology. Dep'endIlli: on: the. as5.~:pti.ons: us ed:~ ~'~:t; te!:: dey;ioped a..."'l. 

i!l:!::!.al ra:.ge 0!,~pp;~:pr1ate. ect;'i ty': ret;;';;'. leveis ~ 0;:": -'·5 '. 6;'6'0,,: 16.8%. 
3y :nea.::.s ot: a. risk ~ 'p'rem:~ 1.un':~a.na.iisis':~ - w1·;~e:"' .. then: d.~v;'lo'~ed;" i:' 'range o:t 

• .' 1 • " .., • - •• ~. 

i5.2 to 16.2~. !:l Sh~~t';;'th~~~ is~·e~'d.enc~"k~tb.e.,:,~c~~;th3.:t · .... ould 

s;:.~:?o:--: 3...'l ae.optee. level-".o! .~"~':t~~;_ a.s: .iow~:a:s: '.5~~2%i :,: : .... :,:~:= :~.: 
.' .... - •• ". "--< ""'"'_ ........ ,.".-',.", '/I"~ ..... _ ..... ,..,, _ __ .:,. ,","IPI .. ':: 

). ':!lird" reason rels.tes·:to':,the:· '!i:la:lc-ial::~'O:l'i,:,o!,.J::l-et:.:e:·: in 
.~~:. ch our t:o reea:s'~sa:re :.:nad:e:-":~ : !;it:e~re-;t'~~'a:t-e's_6 c.~ go~e~:,r.:m~;t. ~:;'d 
~t:'lity de"o't: i:lS;r~~~t;~ha:';"'e-:: s.1~~i~'tlY d.e~iiUed::· si~c:;':th;e time 
t!lis case '..-en.': to !iea.=i~-g.: "O'~~'~o:r:e~a:3'~S ~ ~;;-:.'3;P:~·~~"P'~:!.a:t~~~ ~~:;~l~ tj 

... ". v >..", _. ~. "- __ "..... ... "-, ..... ~ ".. ....... ..... ~ _ ...... ,. ....... 

ret~rn :e"l'els the:-e'!ore sh.ould. :lot s.eeo:-d, down to the' la.st oaSis 
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, =.-, """ ' ~ • r. 

~oint,. ",f!;:ot;r: any 'O::l~ _·.r..:tlless:· s: ·.:::eeommellde:d· ~e.t.u:en.: ~on ~eqtti.-ty~.;.'.::: :W;e .: 

st:'ess tha.t .:our :::ju~gment :'can.not ':-'be t::red ::-dtrectJ;y.~·to.:.'any: one·..':'rltness. '.,s:-:::: 
testi:lony,. es~eeia;I:IY' ·.gi'Yen _-th.~':~eh.a.llge.d: ec:onomic' e::i""!"eum:st.an~es-'::$lnC'~":'::.'·:: 

the ti:netb.e.testi:no~ .,ro,s: pre·sentecI .. ·,;:': ..':.:''':'':';-',;:':''':_:'.'-:: .~;.;.:.:-:.::~:: ~.':':::'~2':':: 

.• ',' .!'ourth.,; :the!:1;!la.nc:ia·l~eommuni-:ty:~s' ~1=Je-.rc:e,~:iO'n::ot~~the:,:<" :.:::: ':.:-::- ~::: 

i::.vest:ne::lt potential :.o~ .p'1lolic.··util±ties;:a.!fects;:.-SoCal 'becau~e:,:i t:,:;" :;:.:<: 

in...~uences the'ut±lity" s a.'b11it:r~-to· .. attract .. capi t:a..l',~,,: In.::SoCal!:s last:-:·-_ 

:'ate case ~:. W'e~ noted:-the .. 1nvestll1ent:-eommuni ty'~<s increas·i-ng. c:on!idenee 
in puolie,ut.illt±es • .' 'Si::lce that t::me;:the sttuat:!:on:has,:,·a.etually:-: '::.:.~::Z 

!.~p:,o·/ed:,!o:, SoCal.~·. '!he record.: in:: this pr.oce.eding-: includes: S·tandard 
3.!!..:I ~OO .. I S ~a.·-e .. oI'''g·-assess'''e ..... t~o~·SoCal~''~~''''''''''ci·a"f· "sit ...... -"'o ... ,.:~· - . -~ .~ ." _IW. - .. ... w'" .... - ....... + _.'. • ......... t;;IH.II. ~._ i'"~ ..... ......... ' ......... '"' ...... ,.~.A ... _,_ 

.... ,., - (",.) he "'a-kets- 0 ........... '" s'-ut·" lit~ ,oiolo.e- ','. _.. . - .". :. -, - • ~ "~ . --• .. ~ •• ~ ~ ... , "., .... ,,~~ 'to.:... __ J ", .... _~ "- '.,' " ow... , ..... ~ .• "~ ...... ,r ........ __ ," .. , 

largest :latu:,a.l gas di5tributo~.in.tb.e.:Jn1ted.... _ .... ::.:.:..:.'. 
States; are except1ona!!y' heal tb.ly -and -·j{ell-~ .•... " 
di ve'!"s:!.~ied wi tb. rega.rd ~·:to-: customer..: ba.se.":,,: ~',' ': -.:.:. ~: " '. ~:-. :: _.':-" 
Mo:'eover,. the operating costs are well . . " _ _ _ __ '" "r . 

cOIlt:'olled . 8.lld customer :'ateS'"a:'e :'e-lati vely' . ..." -
low. enhancing a strong com;peti~ive-:pos.i.:t.i.on,...::::.::,:::.. ~":.'. ::. 
Gas supply is satistacto:,y,. and. ti;~ long ~erm .. " ''"'',~ .... _ . _'. AI 
outlook is 'belstered-'bY'a!t1Iiates"1=Jrograms-to . --.---." ..... ." ,. 
add ·sul'pleme:l~al,,,sou~ees .• _·.': '" _~--::._"'j. '.:: "::~:''::~:---':'''.; '~.'- .• '_ /:~:~:,~: 

"Aided'by ra.te-rel.±e!', pretax:'coverage'::-or",,:~, ~-:'.~:,;_;:, ~~ .~'.' :.:::.-; 
in-:e:,est eh3o:=ges has re'oour.ded to . .: coyer., ;X ~ , .. an:1.. __ ." .... _. .. 
a:~ :::la::'n-:ena.n.ce o! s'at'is~aet:o'!'j "1 eve'ls" is:likely'~ . ' ....... . 
i::. the· ~e:'iod . a.b.ea.d. '-: P'roj ected : capita!::. otl.tlars:- '. ;-;:: -:. __ .,." 
~o:' the utility a:e_. :'ela.ti v.ely. he aVj' ... thrO),lgh, 
i 08':1: . ",.. ....... ' ~. -. .... d' .... ~ 'e'~" 'a,' d -.. ~~. ~eve. ~ne~ess, con~._ue . ¥.~ -J n 

.' .-..,.... <~:: .... 

eonst:,~ctive' regulation: 'oy the California.:-:·· 
?--:.blic Utilities Comm.ission should. make 
e:C":e':'::.a:!. ~..md-ing n.eec.s'!~"lt ':na:nageao:e~ - .~.:.:- : . -' :-:. - '": -: -: ::-.:. :. 
Z1c:'eo·/e:'.,. busi!less".'!"isks~a.:,e:"·"e:,y loy rel.ative-:_::- .~. 
to othe:',s i::. the .i::.dust.!j" .3.::.d~ contiIl,ued .use ,o"!., _ ,'. ~ _ ~ ... 
:,e~~ator1 a.djust~ent·proeedures established by" 
the CPUC' place.: th.e company.: 1:1: a: posit ion."" to:: ": :- " .. -:":' :-:: '." , _ 

. aai:ltai::. consisten-: res'Oectable :neasures o~. 
C·-·~.:·~ ... s ..... ·en...:...'Io.~"ove· ~ 'tlo.'e·; "f'o:...~' ... ~·r ... fr·,,:"·_":·.'.": :: -:-:-.-.'~ 
.-~-¥ ~- "o¥- • ~ - -Q -- _ • 

, • r ,- -.. --

• 1\ ~... • ~~ -: ~,' ": ::' .. _.'.. ... _~': :: ",. .:, ~ :. ".: ' •• ' ":'. ,>:~:; ,.!' ... ~. _ .. ~ -:;,.' ::- '> .. 

- ·25.:~ -



. , .:: ........ ::. . 
........... .... .. r. 

, :!r.iXa::ch :~~.:eli£5 yea-:;- :·foody"s'·~efted:·:S~oC~ai ':g ':'attrf~611 
3.l!owa.nee a.:.d CA..'t~ as ';tlle :best reg:U!3.tiou tor -::a:::natur31':ga;i':c,:,:::: ..... - ~ ,. , ... '" -,.. 

dist:-iorto:- in the::coUntii;"~.:: :":..: ,;.;:: ',:::: ':::::-~' ,-" .. :: ,: :': ~ ::":;::- r -: ,-;: ~ ',,', ~','~::::::: 

, 'In' :idditt6n.;':-·,(e nave -as'se3ged<S6C~ t s';pe::-!o·rmariee .2s'inC:~ :"i'ts :;: ,: 
,. ..... """', h PO, • ~. _" .' • ~ - ,-, _ ~.. ..... -,.... ..... • • ' '"...... .. ..... • _ "'\ ..... _ ." .. ~ ............. 1' .... 

la.s't general rate ·case •. ' -:Syalmost·'a.ny· measure i 'soc.a:J: t S' ''f~nanciaJ:'' ".: - ~ .. 
. "'.-'- ... _ ""r _' ........ ,r, ._. ' ..... ",_ .... : • ....,,, ............ ',,, '. ,..... 1'&,',,, ',. "" .... ,..,,_~ ...... " .•• ~ __ ",_ 

health' appears' to : have ±mproved; even "under·'fts' presentJ:y-authorf:zed:' '~':' 
,.- ......... _..... ...- ~'T .- ........... , ....... _ .... '~ ....... -.',..~ ...... ,'.~ ........... , f¥_~F"'r''\_ .-.;, ...... ~_...., ... '.;, .... , .... 

:-e't~r. OIl' eqUity 0!"14=;6~." ,~ ':--' -.,--,,- '.'--,~' .. - .-.- •... ----.¥'''~.-

:Sven assuming ":SoC8.l "s":: r1sks;:ha.ve,,: increas'ed:'7:En :'some'::-areas, ,::"~,=~;:-
~.". • ... -..- __ ~ __ , .......... ~ .... f' ..;~ ,'" ....,:'...... ....... ,........, ,,', ~ r /"" "'" _,..., ~ _".' ro, 

-:h.ey ha.ve been :-educed. in' o-:b.ers.. :n"$oCaJ;" s"last-gene:-al rate ease, 
o'r- ........ - '. --..' ._""'" .... .., • •• ~... .... .... T. - -'''' ~,... ""'I ,,::,. ~....... "" ...... :.. '. ~. "', '_ .. " - ~ I<o.t ....... "-•• 

-::::.:.s Commission: ei'ted' eleme:lts"o!" :-isk ~wb.:j;ch it 'eons:!:dered --,(!te:c. -i:t·""~"·- -
se't Soca.ft s' ret~r." on':-' e~UltY -: ,~. A': numb er::ot:' tno'se '::;t's'ks :n:ave:,;.'b'een ~,.,:~,'.::: "':::'-: 
:-ed uced. • . ..... ~.) - t", ..... ., ... .:: t - : .. -,":, "-:,-;, ~ .. ~ It -~ ':;,...: t ;.~ ..: .. ! :-:.: :::- ~: 2t:-;: -: ":.: .. ::: '> ': 

""'~." .~ ~. ..... ~+"" - ,., ~-
1. The :"isks of seeking new ga.s supplies. As a. result ~'of"'-'> . ~ -

fede':-3.l' dere~a.t1onp - natura.l~· gas"is'" in a.bund:ant:suppli'; as':SoCal 
·,(i-:::.ess "Ab:"8.m testi~1ea in~this,·pr6eeea1ng: :::::- .. :,:.: . .: ',,,' .:;:-~'.'::~,~;~": ,,"":":;-

2-.-:' ~he: level' o!·'conserva.t1on·;pr6g:.a.ms::we,;:ei~eetecI':SoC8.l·'to '::: :':'.::: 
\mde:-tak~ i~the ':tesfyea.r'1'981 ::'~W~:;ote that:SoC2.l·'s eoriserva.tion~''': .. ~. 

c·_ _. ' ~..." .. '.. ._.....' - .' t '~, ~ " ." ,...', ••• ' .- , ." "7' - .-: ,.... ", r"~ .• ,/ ,~_ ,'" ..... _ _ .. ~ _' ~, __ "- _ 

~:-og:-a:lS' a.re" :-elat1!el:rwel1;.;.esta.blished- sinee'-its last':-ate-·case.- -~, ' . 
The l~vel o:t- it.nding: S;6Ca.l recrc.ires':: tor i~s.: upcomingS;C(nlSer~ition':::-:-:: :,~ 
e!!o:-ts,. a.nd which is not included in ba:anci~g a.ccouroLts~';'ha.s :'''::';:--~::::'-''': 

c.ec:-eased :ta.:-kedly- Since its la.st genera.l :-a.te case. Furthe:-,. SoCa.l 
is no longe:- at :-isk !or its conserva.tion incen-:ive. 

A ~ina.l !actor to conside:- is our adopted level o! :-etu:-r. 
in co:tpa:-ison to the level a~opted fo:- ~o:-e risky u'tili~ 
invest:le!l-:s. fie cO!lsider M electric utilitj to be a!l enterprise 
!ac::':.g tIlo:-e :-::'sks tb,M SoCa.:. and ha.ve made our c.ete:-:ni!lation. wi'th. 
'that 1:1 ::li:.d. Fo:- all th.ese :-ea.sons ·Ile th.ink i 5 .. 7SsC is a~prop:-ia'te 
!or SoCal's retu:n on equity. 

- "26 ;... -



_ .~e _=e.t'Il:::n .on ,equi:tY- .we ,ac.o:p:t, to.da.;r-. shoJJ.ld. .. :p::,ov.id..e ... SoCal 
"ri'-," _ ........ _. _, _.n., ...... _ ..... ~, _. '4' .' ' .... _ ............ ~.,' .. ' ........ _ ..... IW _\" .. _. _ ... ~ ........ _ 

'trl-:h. an o"O'Oort.unitj.-toattract capitalrat rea.sonable~ra.tes and: should .. , 
... . - , .• ~ ...... ~ •• _ - "" __ ",,,:. -'1-',,- ... ~ .... • .1 .... , .......... _~ .. _, ........... ~,~ •. "' ___ .'-. 

com~are vi th ::'etu:-n on investments h.aving similar. ~r,:!.sks, .. ·_ In making... ..... -.. . . '... . .. ' " ..... - '-' ~ .. - \- .. ~ - ...... -""... . '\. ......... , ... 
ou,:, d~te:':nin.a.tio.!l.,. ~we· .. ha.ve . also -:consider.ed r.the co,st "of _debt - _ -We also . . ". ... . ...... ,,... ... ~ ." J_.~ . .... ,~ .' .... J ....... ' ___ .... , .... _ 

recognize 'that the i·n.t.erests. of .r.at.e.:pay.ers. ·a.nd...-sharehold.ers alike, .are .-... .." - -.-'~' .~, . ..'. ' .. - ~~" , .,.'_.......... , .. -- . ,~, ....... -.... '" ",,' .. _ .... , .. ' ... ~~ \. ' ...... , .... ' 
served i~ .SoCa.1 .. ia "a.ble.to . .mainta.in ~i ts 'financial 1ntegr1 ty ... , .. ,SOCa.l!SM . ..: 

.' - . • '".~' '" • ", ~.... ~ • ..... ..•• -.. .. ~ .......... _ ~ ... ."., ... ~ ..."... ,. "-ow , ~.:.. ' .... p. ~ M ~ ___ ', ' ... 

autho::'1:ed return on equity should alloW' it to .mail?:tain adequate" .... '_ ..... ,.,_ 
- • •• '<- ~"" .... __ ,," - ,.. .... • ... !to. to _ • 

~i:1es ::.::.~erest. -coverage ,..and .i 'ts,f'avo·:aole· bond-: rati::.g .• '_'.' _ ..... ;:-
•• ' 'c~ r. _, ,...... ' •• , ... , .... , ... ,. __ .' .... '_"' .... ,:' .......... '.~ ____ ~"'. ,_ 

Our conclusion on t1l1s _ matter co::.side~s nO::.,olllj .. the ....... ~_ 
• y" _'. • '" . < -.. .... _ ••• ., _ • __ -" • ',,, ... •• _ .... ~ A..' .... • ... ':c .,...... • ' '." • _ ... '.' ~ , ..... 

!inanc:!.a.1 ,,~osi tioc. of' ~SoCal t s, shareholders,. _ bu't ... t.ha.t of' ~ i -:8 ,~.. . .. , __ 
_ • • • • • 0-' _.< ,. " " " ~ .. "...,.... '_",.. k ..... '" ,~." .. .......... ...' ___ ,_ ." ____ e" ~ 

ra-:e~e.lers . ..,.:'0. :nust,bear. th.e -.. drama:ticallj h.igher ..... costs ... o:C energy., ~ _ ": _" 
.. '" ~- " ," '.... - -.. ,'''' - '. .. ' ......... -- .:'".. ...... -- .... _ .... '" - .... . ........ '-' ,~'-, .. ~ ... 

result:!.n.g ~rom :!.n!1ation, high ca.:p1tal oosts, and !edera.l ,;. :~;;:-: 

c.eregu:.a ... ~~o~:::;,;_ - ~.'. . ,' ___ ." ':,.':'~"<: ~~_~::~';":':::; '.::.~i::;;':-: ':.;-;: 
. ,Eased on our.. review of the. record -and_our considera:t10n- ot.. : .. _ ". 

these a.;~~nts,' ~;. f1~d th.~·~~~o~e~dat-i~n;-- f~;"-~et:~;;:,-o~~ ·~~';'1~y-'.-b~<:.·.,·. 
• • _ ~ .~ , ........ ~ "". .A -. ,~ .. • • ~ --. _............ -." .... ...... JO, .... ' 4 , ' ... -../. • .. \- .-. ., 

all o~ the ·pa:ties .. to _ this. ,proceeding" to ... 'oe~ :too "high •. "Acco,rd1ngl:r, 

we ac.op~:,a. .. r~~~;-n. ~n"~~~u; t~.,. o~ ; 5 ~ 7:5i.;,t;~·. ~9.83·_~~P:oY~~~~~:~~5~.~~ .. :-:,:. ~'.~;' e 
return on .. ra-:ee:oase. ~his.level, is.~ rea.sona.ple .. ,.a.nd -~ill,. ena.b~,e.~ S9"C.a.l~ ~_ ~ 
to att~a~t~th~'.~e~~-~~a~~.cap·it~ - :t-~~~P;·;·~ide, .. ~~~~o~bi~v,·ser;'iCe at~',:, :.':"~.~~ 

.. - ' •• ~ • 4 _., ~ - \.~'" • _ "j '- '" ".' .~...... • ..., _ , • _ ......... ' .... .. __ .... ,' '--, _ ~ ',:i. , .- ..... ",11W _ _. ... ",,~~,' '.. ..... • ••• 

reasonable ;8. te~ ~ ~. :"'.:: .: :: -:.' ';.:-.:.:' .-.::: _' ~ :-:.:. ':": ::..: ::::.~.~ :- ::.:; :: ~ ::: . ..:.~ ',.; ~)::.c~ .:::" -: C ',:: >., 
.... ..... "... .. --,,, • I 

....... ' - .. " ..... ~ ~ 
'.- , . .. r·.... ... ..... ... -... " ~ .. ~': .. '_,,-, -

' ...... . -1'">" ...... ' .. ,,_ .... " - ".- .... -'. 

- ..... - " .. - , ............... ,. -' ..... ....,'. -f.:·····, ...... ·,.· , ..... ' - ........ "t.~,.- "".,...,~ ... o+ ,. 
, , <, \, .,.,.... ...., ,J. _ d ... _ ......... , ..... _ '" '. • ...... ~ ... _ ,. __ I .. ~ ... _ ~-, 

:, ..-: .. ,- .... _ ... --- ... 
, -," - ...... '- '- .,~ 
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:'O:lg-'1: e:-::n De:b.t , . 

Coc:ne::c.!.a.l ~ .Lo.a.:l_ 
3a:ke~ts Aeee~tanees 

?:-e!e:,:,ed Stock 
Common Stoek Equity 

~otal·:C'8.'Pita.J; _ ~ ..... ~:' 

-. .. -. --' 

46.50 
n. .... 1'.,. 

.,. ~. --~ 
3~ .. _2.5. 
2.00 

6 .. 25 
4~...;.: ·:O~O-: <; ~. ~ , ..... -.-....-

:~,.Oo-.. -OO:.:: "::-~:~. 

-..... ,.... .... .. ... - "- .,. 

'r'i':me-s :':·!!lterest:-: .. ~ -:: ,:," ':" .. :' :. •.... :.~: 
Euned._ (.A!·te~ ~~a.x). ""' .... ,. _ U' _ I" _. 

,.., • ~ '" - - •• '.. .... ... '.......' ..... • ... .... >. >,.,.' • '.. .. ":'~ ,;. .. ....... - ,- -, .... • ..:..:r ~ .... :. e Long-~er::n.:De"o:::':·. :-,";,.;: :.--:'-;":. 

Com.mere1al~Bank:Loan 

Banke:, t s Aec:elltauees, '.-.' , .. 
?:,e!e:,:,ed ::'Stoc1t.: .~ ' .. -~. - -.' 

Common S~ock Equity 
~ o tal ~'Ca.p:l:taJ:: :':: _ ':. _ :: 

~~::nes~!nte~est :~ 
Earnee. (.A!ter-~a.x) 

." 

,.. .. /- ,....." 

" "-'. 46~.·50 "-," ~ -, ,-,- .'1~1",,·40. -~. ','" ,.,'" '-" ... ~,r'%O". ,.,ft '.". ~ .. . . ...... '.- ' ........... '-+-. ' ............... __ .... __ .. '-"~"'~(\l"to/i ..... I •• \._iI\ 

:,,·· .. 3·.i25· -..... - ,·~1·;: ... OO .. ,,: .. .:-.... --, .. ~ ... .4,2; ,,, ............ ..: 
'''- - '.T l._ , .... _,. - ... - ..... " ......... .., ... __ ........ , ..... ' ... '.~ ... ___ -. ... ~.~, .... ,_ .. '.:.,I"., 

::-::2.00_,-·-::- '2 ... 00 ... ...,-.·-~-~· 'I~- ..24-'-. ",'" --
.... .... ..... ~,..,.. ",.. y - • 1./ ....... "".. .' .... .,. •• .. """ '- .. ",~, " ......... 

"'>:' 6: ... 25-: .:<: '.;:- ~ ..:: . 5.,47: \" ..: .>:' ,~. ',:.s .: _ ::,;;: ... ~4 ~<:..:- ..-' ": :-':: ~ 
42.00 15 .. 75 

':',' ,--:1:00.00,-,:::-:- .rl'- • _ ..... , .•• _ 

.. -' _ ........ ... 

___ • tit 

: ... I,. 

........ , ...... -.... .... ... , ..... 

.....;;;.5.;.. • .;;.62~,~-: 
:-1:2,~92 

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

;:1 i ~s appiica -:1011 ::S'oCa:: ~p'r~:~~~ed<:-:O ~inglttd'e·::f.:i '::'rate ~oa.se ':::~:.~ 
... , ...... -~ 'J. ,- '''- " ". .... - _ _ • ~ ,., .. ~ ..., _ I" ~... ...., r (" ..... ",.,' I_-,'~'" .. .... ,... ',. ~ - ~ _. f" ""-

a.~:9:-oxi::na -:elj" St 40 m:ill1 on -'!'or-="eXIfendi:tur'eS'" as'soe'iated" Vi tb. - i,ts· ?~~int' ~. 
Coneep~io~ ::''r~--: ~ac!.ii ty~~' .~ ~. - ~;: ,~ :-: :'J": -==:.:- "' ~ .... '-. ,- ~;o. ~- :: ~ .. ~: • .:.:"~.=:- ~ ,): .. ~:...::-:- I~, S 

........ - ""I ~ 1"'. ;.. 

',,-" "- .... 0; 

. -,.,;.,.. ',.­

...., .... "1.:"\- ., 
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On. February 4 ,.~j 9~~r s.:t~~ .. :no:v.e~- :to.., ex.O:l:ude~,:testi:nol!Y' 
... "'" +. '- ........ , ..... '&_ '_~ ........ _,_,.,,-, ...... "' ... ___ \r .... __ 

con.cern.in.g LNG expenditures .•.. _Sta.:!::!: nO.ted :.that, ,.c,onsiderable 
, • ...' •• _ .. • ... -. ~ a.,. ... Or a' .,' _ .-~ 

'l!lcertain.ties surr'Ound tlle cert1'-~ca-tio'n :o,t :the proposed !aeility and 

th.at an extensive .'F".e,v,iew ~f'--LN-~xpe:~~d-:{ti.ir~S:=:I::n.. this general rate 
case ~roc.eed.in.g woUld;""be :.:.~t:1me-cons'llming. SoCal tiled its .. ' .. . ~- - " . 

opposi t..1on~.:.:to_stC'!' s mo~:t.o;~ on Febnt~I: -:1;~, 1982.. ~h.e AL1 granted 
stutts motion. 

ScCa.! 
?O!::': 

. :W111is E .. W,~od, Jr., president ~and eAie! exeeut:iye::o·~f'i"C'e'J:':' 
o~ ?~GS, .tes.tif'ied that P'LGS has decided to discontinue:'2deveIopment ... , . . .: ....... " , .. ,..... _ ,_ .... ~ I," '..,~,,... __ . r: 
o~ the ~en Section underground gas storage proj ect;-· ~S·oCa.J:"'!I1ade, .. th:1:s 

. ......... ~ 

decision beca.use its partne.r in the project, PG&E, had decided. to· 
'J'ithdraw/:'be:cause cost e3t~mates llad ':£ncreased substantiall-y.',.<:a.n .. d ... ~.:--::.:-:~.: e 
beca.use the outlook for::!uture gas suppJ:ies is more O'l:lt:t:m1:st:!:c :.than.~.::::::: 
i"': '.ra.s ...,he"":l tee project -Was 'initiated'':· :::SoCal 'believe.sl:::.1.-t;:c:an~ .. :.:::.· -:.~.:,::,:,';': 

inc:-ea.se '·peak-da.y deli vera."6'i11 ty trom :::existing storage :!ie~dS'3at~,a,: ':";:", -:': 
:'o...,e:- coei .. :. 

:':::Wo~d iurthe:­

?:.crs prC?ceeds with tlle 

.....- ...... , 
,-: - . ~;-

testit'1ed tha.~:a. :f'lnal decision. on.:::w!letb.e~::::::: 
proj ect will 'be ma.de prior to SoCa.l~·s:nex..t.:.::-

/ ... ~ ~ ,"'" _ .... ;' • - 1" ..... , '. r .. , "J ,.. _ , .... ~:":' 

ge~era.:.··:-a:~e case.. !e !loted that in the in teri::l ~ S'oCaI "wi!:l ~ ...... - ~-

'Ji t:"c,:-a.".( et:.s::'io:l gas a!readj in.1.e.c~t.e..d:· ::..;~_o:the :~ield. 

?ep:-ese~ta~i7es !=o:n,?G&E.a.nd.?~GS_will~meetto_~esolye the 
..... • ~ ... - ' •• ~. - •• -' ---- • ",< ... n' ... .. _' _ ..... v _ _ •• ..... , ~ •. "... , __ ..... '- .... _, '.:. \.0..... .... 

outs::~c.:'ng. issp.es; 'o,et· .... een. the:n.,.. ~incl,ud':':lS-;t.he~ statu.s . ot. ~ll~ -,'l:..en_, .~_~. ~., 
.. .. _ .... ,J'-"P -d ...... ~. ""' ...... " ..... ~.... • ... _ • ..,r_ .... _ .... _ ..,'- "--'" 1 ... _,_', ,;"'''-_)." .""" ....... :.' 

Sec-:ion certi!icate !rom this Commission, the rete.ntion.or ..... ,- _~ " __ "~~;~ 
c.:!.s?osi "::'on o~ righ":s j 0 i:ltlj acq,uired, and "':he ;~~~i~t'i;n" ~! ... -' -.. _ .. , ~ 
~::lanc:al clai~s bet~ee:l ?G&E and ?LGS. 

- 20 .. -- ':'~. -
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'iood :loted that !'aciUties:::::eq5ii:-ed' to:~ thdraw the cushion 

gas the ~'en Section field have 'been included in. PLGS t rate 'b-ase"-,,.,,~ 
~ 'II ~ ,_ • ..... 

a:l.d should~' rema.i~.:· ·it?- ra.:te'.:: base,', because.:: :they.::, ar·e'.:.requir.ed~~ .t~ make the 

gas in: ·s-:ol":age-~:avail.ab'le- to:; .custom:e~",'·He¥ :,s.ta~:e~ ~::t-hat., .. t:he::-c:o,s.~ . .<.;:::: " .~ 
associated v:. th. the uncompl-ete~~: port-ions:. o,t:: the l':r,oje~~-;: -",i,ll,,: ,r~main:- ~ - ,'. 

in the construction 'vO:rk 'in-~~gre-s"S: .. (:oor·);:,:aee.oun:t Jmt.il:.~a~,·~1:nal 

decision is made' r-ega.r:d.ing ~he-: ·pr-o-jee:t, • .: -: ,~~~~ ,Exh1;b.i-:to: oJ~' ':: :r.e.f;l,e~.:ts:" ,:.;;. ;;:.::' 

__ .S~a.!'! gene:-all7" ~greed -r.. 't:h th.e SoCal proposal and _ 
, """,,\-.-11'" ....... _ ... 

reco=-e:nied,:-:that all· .re:v~'nu'es and expen.ses should be the,:-s:U'b~·ect or a 
sel=la:-ate: aeeounting sinc.e:"the:-e was inadequate time d..:c.r-ing.,·.tb.-e.,.cour.se, ~",': 

,'" "', ,,_,' ., ............... _;,. __ .," .... , ........ J. 

o'! thl:s ,Pr.oeeeding to ~:~rr~~:p~ly examine costs related,'to t,ne :pro:po:s:e'~c::.":::~ 
new o"Oe'ia:tion of the T'en~"Seetion :f'ield. ,~::~'::.-:'·~::~~.:~' .• :S,~:.'.~::~:,~:::,::,:',~:,:~ 

-. • ... c_' ..... _ ........ ' .~ ' ••• ..:.. I:"~ _ 10.1: _ ..... _ .. , •• ...;. __ .. ' .... j 

~ .. As :-ecom.mend~~y: =sta.!'! ~ we will authorize 'a,J:"b:a.J::~g'~'':';:,: ":::::.; 
~ .... '-' foot,.... "-,~"'''''''''''''''' .~ ... , --L-,.'t_",~· ~,-', . 

accountp,ro.cedure ef'f'e~:t:1ye: '~anuary 1, 1983, to t:r~~k~.:ac.:t:.ua:l.: ~C?~~s' .,:-: ::;~,:.Z 
assoc:rat-ed -11"1"::' the wi:-:h¥;awal of' tlle cushion ga5:~':;"·'We-:'w1:1.1.:: aJ:J:ow-a:?~~'~~ 
:"evenue' ':-equi:"ement to; £e~·l,e'et the $43,713 operation and ma1:;:~~~ .. ~~':,'': 

'- _ "" _ ...... " " .. - .. '<, 1 ...... \J 

cost ~·i.b1:t 114) reia£ed.. to vithdrawa;J;:-ot·:t'li&'.:e,isb7fO:li:gas:"::_;All::":~''::',,;:;,; 
ae.just::.en-i'to !uture :-"eY~nl.ies will be '~~d~: ~o~ ~'ve~--'oi-:~ :~~,~'::'; --:~:'~:: -: :':::':; 

" _ ........... ' .... ,.... .. ..... \~ -..... ~ ~~ -.,..., -
unde:-eolrected revenues:o:nce. a f'ina:!. dete:-mination regax:ding ·t!i~:"':::~'I' .:.:::< 

_,. - ,-<-. _",,~ .. ,.,··t ___ , ........ · '''r,f ' ..... _ •. , ... " ... " .. ,:'" 

:-ea.sonab·::e::.ess of' these: ''!~n':Section o'Oerat1ng'ex'O-ense's' ~fs m'aae::'~ :".~': ~<::::. ..... ~ .... _, ..... _______ L_ .. ~.,_._:_ . .. ." - .. ' \0 - ,. ~ ....... 

SoCal yU:; .!lave the :)1r.:d,en ,o'!: proving the reasona.bleness 0'£ _~~.l. :-1.:9_~) 

anc. 19.84' !'e,n Sectio~ op,e:ra-t':."!lg expen.ses when .. th..!.s-, !inal" aee.o.unting, ,.is., ,-
~ __ ........ -.' .. _... __ .___ •• ~. I. __ .• __ ....... ~ ... _ ..... _. ___ • ., .... ~"." e_'" 

=c.e:-,,:ao:en..:?lan": a.nd: ,a;cqui~si tion costs 'rlll not be included in. test 
j~ar :-a.~e oase. ~~ese cos":s W!ll be held in a se~arate memorane.um 

~., _' ": .:.;' _", -:, >: ~ .. , -: ..... ,~ ... ::: -:':~" ': ': ~ ',. -~.", :. :... I~. ~ '.:-:: ;, .:: ,~ .. ~' :" '::1 ..:: ~ ~ ol, 
accot:.::. t po. and -lI"ill acc':-ue i!l terest', until such t i:e as a final 

• • ..... ~ " .-'" ....... -'j - f-,'~ ~ " " .. - ........... _.., .... _ + "'_" _ ... ,.. ....... "'IiI" .... 1'~;. _, .... ,.. .... 4J'o ~ ~ .... "... .... :-

e.ete~ii!1a.":ion is ~:na.d.e· "regirdi'ngthe' ';;hO'fe' -pr~fe-ct':'C'~' cu-s'hion: "ga:~l-;"'ill-- .'.'~ 
•. _ " : .. :-.: :' ~ .... ~'.~.:.:.' -::. :' ~ .~ , ' : -: ,,: :"' , ..... ~.::, ... .:.. , --:: .• : d; .' ~ .: .. :: "~', ~:. '.~ ":' ~~. ~ :.."': ~ .: .... -:: ;':. ~ , •• ""; 

'be "::-ea. tee. as ga.s. in. s.to :",age,. since aeeo:-d ing to the ":esti:nony,. this' , 
gas ·r..·li~'o~ a.vi.il'a~f~: '!o:"-' iJ3=e:: 'by 'S-o-C:iJ.::'·s '"'dUs-::t~~~?s-:'.: ': -: ',:':~::-: ,- ',:::..::.:::=.:: ',-::"' 

.--- :'''<'" '"',-- ... ¥"· ....... ror ... - .. ~,...('_"...,.... ___ ,.' .............. 
• '.- - ...... .. • -, ........ '0"'" - , ;-;.... .... ..... ~ ' .... __ .... .. (~ ... 4 _:. " '+ ~,,,, 'r 

:;0 ':;: -



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

','''' .. . _ ... ,_ ...... 
'. ~ .. .. 

. In:-- genera1·,~'sta...~wa:s:·co:npl·imentar:r:·6~·t.h:e .p.ro.gre'ss": S~Cal:-;:; 
has :!lade t'OvS.:::-d: mee=t"i'ng :it:sco:ise:-vat:t:o:n- :go:a:lS:,,:,, ana::w.e~.::comm;e:nd':~Ca;1: ~.~';: 

!o:" its-vigorous approa:cb. i!l.~ p'rom~tlllg: cons~rv.a:t:1o:n:... ~.:::- ::: -:.:. "'~ '.c·;- ~:~:.:: ::::::.~. 

Rovever:,~ :we :~nd: :that :S·ocaJ::."'s.1>r:o~ose:d ~1"9a.3 :con:s:e.rv.a.'tl:on: :"..:::- .- ~ 
budget c:onta1'ns' severa.r tnappro:pr1a:t'~> .pr·o=gra:ms :wh.1:Cb~~:.we,,;, have::- ' .. : _ .... :;::::.:.: ,;::­

c.e:!.e-:ed. The adopted prog:a.ms fo r 1983 are set· :f'-o:r:tb:' ·b·e1.o:V"'....: ~ ;:;.: :-::. :".:: :.,:, :::' ~ 
.""." -~ ... :.-::.~:~~ -~.;.'.:.::~: '."':- ~:~;'''' .. ' _ ... :·-: .... t~ "' ....... -:..:. .... -,..:1.--:'-.-:, ":=:~::--8 

P'!"o~a.:n ' 'SoCal . '- Ado'Otec: 
..... - :: ••• :., ..... ~".: '· ... Ao ·,-,-rmho'''s·an~';..' """""'D'o~"".~~",,,~. ',-

.......... -- ...... - ,.. .. " •• - ,.' -,........ ~1,,4 ~ ....,..~ •• ~"':i--"" ... '.: '4" 

-:-:~' ,: ~"" .~ -: : ~: ,~ > ~.. ~ ~ - '_:~ ': ..... ~: ~':' '.,~ :~- -::.~ -=..::. -.; ~, :- ;: :. : ':1:2 ~ .. ::' I: ~ ~:<:':" ',;. ,'.< •. :: -: -:,,:-' , ....... ~ 
r",::':'le _ the adopted ~evel. ,of expendi tu:-e appea:-s to :,'~d\:.ce . ~ 

SoCal.' s .. cor.s·er~jiti·6ri·:s:p'e~iirig ~iro-ri :-t~~ 'ii~;l;':-iut:~; R~:ei ::'ii: t~~: r~t::: :'~~ 
k' ... ,.... -. ,. .....,...,.:~ - ~ ...... " ,. .... ~v .~.",.~. ~ ... ,' ~,_ ...... '-,_ ,.... _ .~ __ ,..~ ~ ....... ~_.~.~ _ .. , _." • 

gene:,i:: ':"20 te casedecis iOr.,' ~ i't' must· 'be cons'id'e'red -i:l' -~ne . ·contex't·"o!· . c\, .'-

the company" ~-6-:he~- co~se::;~~:{~;ci~ ··~i!o:=i~~.~ :. S6C'il ~so:':~i~~s :~~e.j~;a.i' ": ~ .,:' 
o-:b.e:- p:"og.:-a:s -:b.:"ot:.gh;: ts'..~ ~C'CA ~ ra·te-s .... ~;. -.::: '.<.,.: - ~ _ .. ~ :.' ~.:.: -: -~. c,: .:. -.: ' .. ; ',,' 

- 3.1 
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~='ese CCA'::!os. tes'; cover::' the s~ lar -;°i~ ter::E:ea te r':J5emonst~3. t.i.on 
-... :':". :... .... _ 't'~, ..• '":.:-.. :'.. . ...,,.. .:_ ....... ::.~" .. ;. . ..;._: ......... ~ ..... ~.~::~;:.: :::.. -;-~~ •. ~1~;:.. ~ .• ~ 

anc. ?inanci::.g ?!"og::.3JIl'~ .th~."':'i4!a:th.e=ization F1nanc1.ng. and.::.C~dits 
?:-og:-am ("iPC?) ~ and~he·'Res~den:~':t~l:'·Cqn~,ervatio~~ S~~~iC~_ ~R~S) • We 

.... __ ....... _ • _'I. .......... W··''''~'' • ." ........ _ .. __ ",,' •. __ .. _ ...... ' " .... 1_"'" .. "" ...... ' ...... ~. __ 

no":e t=..a.t. SoCal' s moat:" ...rec~ut:: C,CA:: .f:i:l"ings :!:o:r~ S;o-lar;.,,;. RC.~,:·::a.nd:": WFCP 
shoo*" a. j 98'5 project'ed. revenue rectu1rement'::o~'S7b~:;::million':~:~-: 

. '.~ - ~: ..... - '.".:.... ~>:: -::-
Policy 

~ ... :."": ""':_ ..... , ::2 :,:": ~< .. ,,"':~::' .. ~ :":'1' .. "':'':' ~:r"~"::.;::';,,'·":: ~\:'~~ ::.~::.;:0:::-:";. 

In,:he7.1~t, ?~~ gener~..:,!"a~~.:.ca,s,~.,,", D .,9'3~87,~~ p~g~,", ,} 4 ,~~e" . ~.," 
" : 1... ... ~.", _ ... ........ '"' •• '" ~ • ' .. » ....... ' .... '" ,,~... .. '" ,. .... _ .~ _ .... _ .... _" _ "" .~ ~.... ' .. ' _ ..... I. ,.... ........... '~ .•• 

cone: ".lc.ed: _~_ ~~~l~,""~c.~.~,:"._·.= ::' : .. '.: : -: ';.:-: ':', ~ ~ ,.,' ':: '.0::'."'::'::' -::::.::,.::': "~.:: :::':: ~ ."::--.:::: ';'': 
. ")f..e_ no~. oe-lieve th,a:t'm,to c,re.a.t.e_ :th~ .. proper, _ ._ ,,: _ ,"_ .. ' __ . ~ ,',_ ". . 

. e:lv:'ro::ment !ormanagemen't "to' ma.::d.mi'ze- tb.:e-:" .-.'.. .. - ' ~ -' ... ~ - - . 
' •. c-os~-e~ec-t.i~es'S and. e~!'ieietley::;' of:".:,~· :--:::.:-:.;- :-,': .', "::~ .:": .... ~:- ~ ;~ .. -':­

cO!l.s.e_rva.~io.n prog!"~.s .1:1 th~. !_~t?-.;'~.,_ ·~er.~~oy.ld 
d:epa.:--: t!"om' oU!'" past' pract1'ce" 'of'-'estaoli.'sning· 

.. o.indi:lgo·udget . levels.:: to:"'.' ea..eh:· spec,1!ic':::=:: .', :,": -::- ,,' _ ., " ... :':" _.', 
prog=am. We shall in th.is decision commer.t' on. 
:nany- 'ot' "the' :spe~{!ic' 'p:oo'grams- p:r"o,os e'a: -oy-- -PG&E· : ~ :: ,:. -:-, ~:: -: - "-. 

,- !{j:r: ,the:: test.:- year ." .~We shall also:...·diseuss- ':' ... -.: .. ' :' .'::. :': _':'.' ' ... : ;:;,:':. 
those program, a.rea.s like general conserva.ti,on . 
a-C;ve'r~fsing and i~6'r~atfo'n- wh;ic'h;~ shoulc.:-: no't'-.···~' -::>, . :':.' -~, ~ -,' 
'!'eee.'i:"le',e.ny.:ra:tepaye!".suppor:t·.' .. -"'~,',':':: ... - '-.:.'.: ~~.~ 

"3eyoud tha-t.,; ·b:owe:'re~,..' ·we;sh.a.lle:s,tab-l-isb:::, .: ': ::::-:.:;::: _ ':~:".:' :," ::""':-. 
certain general conserva:ti,on poli,cy~gu:Ldel,in,es ,~,. . _ .. '. " _,' 
and. adopt an overall conse-rva ":ion -cudget' !o:--·: "" .. ~ - -' . - - _. " 
?G&3. Within. th.e·boUllda=ieso!.:th.ese,:-·.-:~~",:'·-, :,: ': ': 

. .guidelines and"oudget,_ PG&E.t s' ma.nagem.en:t. ;.n,ll ~ ... _ " . 
have d1sc~et1o:l: to est'a'blish- ~r1or1't'ies- and~·· - ~~ .. '- .. '. ~- '"-~,' 

a'·'o ........ t-- ...... so~ .............. ·to ......... "mi·z .. e 'ener~"'-"-'- ---'._, ~- ._-_ ..... ,., ... _ w~ y ....•. .., '-"'t..'www· .... ~~ I ,. QtI'oI<~"_.''';. 4 .~. ~"'.",'~_ '.' , ...... ~, ... ___ , 

savi::.gs. 
L .-::' .. :, •.. , ,,"",: .... ~:.~.", :.~ -: I. -: ~"'r -:~: '-'~::::. M"': ::,..:: 

"We shall give ma."le.gement d:'sc!"etion:to ....... _ "_'~'",'_" ...... ;- __ .. _ 
rea.:loca":e funds among inc.i·"idual:.-p,r.o,grams-=-i·n-'··· " ... ~. ~.; ---, ~ .. 
a.::n'Ou.'"l::s~ ~p "to $2,,500,000':: llrovidec., .. t!la:tr :10:":.: ':: '::.::: ~~ 
~".lnc.s .a::'9 .. rea.:l.o,ea.::.ed ,amo,ng "=,b.e. ::o.u:majo:, ... _ .. ~_, ... 
ca:~ego!'ies'o',! Residen.":'ial\ C'::"!'-A,': 'C'onserva'tio'n" -': ::: .. :- ~'. ':-:: ',.:; "::.: 
Eval".l3.tion,. and Loa.d Ma.n.agement. Budget 
adjus~:nen.ts i:1 excess o! $2,500,000 shall be 
~ade the suoject of an advice letter tiling. 

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

, ~Funds alloca:ted_ under _ this budge:Lsb.all_onlY'~~ '.";:/~,::: 
be' s~eut -oli conserva.tfon- and-'load' :n3.:la.g'ement~ '-

':prog=a.:D.s:;" "A.:lY';~ !unds no::: spent-.;.d:.ul"ln~a y.ear.?:: ": :-:.:-:..: :~.:: :;.:: . ~ .. 
shall be carried: !orward_for,.future~,:use,.in ,, __ . :-~< .. -... ,'" .,_~~_ .. 
conse:-vation +' and -load management' acti vi -:ies~"- . .. y .. -" - ' .... -

We'-shaJ.l' expect:· PG&Eto': .ex.:pla.:i'n~ in.": a;'~t.'Ilre:: ~:' ~~~~:: ~ ;-,~;-, :.::- :-:: 
rate _ proceeding··"i ts _ 1:.a'Oi11 ty .. to use" a.:J.Y' o'!_ ~ .... _, __ ';-:::. .~' .. ,. these fUnds."" - "'- ,.' .. ", .- ',;" , .~".' .. ~""~_,,v.~ ~-. -.- '.', .. 

". ....... ~ ""'I t:: ..... ' ..... - '-,. ~ .. Although the funding level approved tor SoCa.1 in this 
. . . , ..... , -. - ,"' - r ~, ....,- ... ..... 

:'ecision'is c6i·sider:a.blY·10w~itb.a.ri;' that -: '~u.tho·r:'i~ed;jG&i:~::'~e;:-
•• ~ ••• - ,.. '-,....... I"' \'" ... , .... :. •• " .. ;..., ,... ~_, f" 

:"ecogni::e the i:npo:"tance of allOwing SoCal' s :na.nagement'""·slmfJ:a.r-· ~- - _ .... -
_. ." .. H ,- , ~ -: • _ .... " _,.., .... ,"- _ , .. , •• ; ' .. , ,.,' .... , .. ('" >"'.", .... ~ ,,~,..., ""'I " •• '~' ,. 

c.isc:oetion :.n :1a:c.a.gi~i~s :con's·er:va:tlon...e!,!.o-:'~-:'s_.~.~ We: .al.s~: 'ap~,:-ecia te , ,~, ... ,'.--.. ....... _. ~ .,c.. ',,~ _.. .."'" .,,9'......... _ .. _ "" _ •. ,,'-.. ............ _ .. ~ • ., 

-:~~ ~he:-e a:-e ::'n.te:-actions: bet'~ee:l':' v'ar1ous :?,r-og:-'a.!D.S;~ .. 'a:nd-;e:l;e::'gy 
o .~ ... , .," ... , ...... " .................... ,.., ~.-.-... _ .. _.-_,,.,,, "., .... ;.. .... r.,'- .. :- ......... .. 

savi:.gs a:-e not o..i'=ectly:· p:ol'-0£t10rial., 'to_ ·tEe~'d:ollar:~a:moun.t·s~:allowed 
• ,.. ~ ~'. l.. ... "" __ .. ...... ~ "'. .. '_ •. ' "'.. .. ..... ' _ 0.+.-' _ ... _ '- ..... ,.., ... :.. ~ _ 

~o:- inc.i vid~ progra.:ns-. ': Aceord.1nglY-,:,'SoCS;1-,:vi 11c'bave :d:1-s.c:re:tion to 
..... ~ -. .... -. ~ -.... .... ". ._, • t'~ • .. -'.... ," • ., ,.. ,. -. ,"'. "".". ,-., _ .... 

allocate up to $1.~million- among: -1na..1.v·fd..'u.aJ: p:!-ogras:.,pro·vid:e:a.::tnat 
'- - .. '" - ~ " .. - ... . .. '_.' .. '..:.. .. ~ -- -. _..... - ":.~. .~...,. --- .... \. ... _._' '-

!unc's alloca.ted unde:-·~·th1s- budget shall only' b-e':"spent:" on;::~o'c:servation 
p:-og:-a.:llS. Any t"u~~s~-n;i s·P~~t:·~duri~,.'~>y.ear~~:sh~::~e~1ki(ed:: forward 

~ ... , ... ..,._ ... ,. ·r .. ' .... '· ., _,A ....... " ... __ •• #-_ \_ •• ~_"""_""""'" __ • 

~o:- ~uture use in conserva-:ion act'1 V1t.ies-'~ ··:We~'w111\:·e::t:pe'c.t~· S'o'Cal to 
keep stat! i~oM1ed of:":p.ro.gr~ess .in~::i-tg~'·,va...-t:olls~::prograJl1S .a.nd;;:tad:vise 
s-:a!~ o! a:Ll changeS:: to,':,~rogr~:'budget;s~~:: ':,; ::,.:-:~ -: ::~::~' _.~ =.~:: Z :~' 

... _ "."'~ ..... _ w _ -~ _ ........ ~ .......... ....... __ • .' ...... ., '._' ... __ '.' '1-"'. ... ... _. 

We do rei tera. te" our~ ob j ectio·n;:: :to: increased:- eipend:l~res "tor 
gene:"al a.dvertisi~i·;',rogiams .. /~~ :We':d~'::'~~:t~;r1~-sb: ;o~-di.i.c,iu-r,aie~/U::tili ty 

..... - •• \. ........ - .... •• +' - .... ".."", ' ...... ~ ... .. • ... _. - ... - '-'- .. - .... ~- .... 

e!!o:--:s to into r:n ra. tepaye!'s~' of s.~e,C.1~.1,C -:n:ea:r.-s: 'b-y: vnleh.-"they.:.-:nay 
ac~ieve g:eate:- conservation. 
C "~~./l*.# -of _ ..... ~ Ev' ~'~:'i""'-':~"":::'~'~"" ~."'~':'::'.":',~:-~:,,'.= ..... /~~. :.:.:.~,~~~~ ':"~f."'-
os ....... _ec .... v_ .• _Ss ... ~lla .. on·"" ...... "~ .'~.".n .,,',_ .. '~ " ... ,-.~"" .. ,.ft _._0 .... ", ............... _ 1, •• , .... :_.... ., ..... '............ '.}". _. __ ' .. __ :.:.. ..... :' .. 

SoCal eval:.late~;:; -:b.e:: cos't-'e~!eeti veness o:-! ~'ts2:0-V'e:r:al.l 1983 
- ~ • I .... - -, , .... '.. ... 100' - .,..., ......... '. 'ft. I: --,..... r...... .. .. ,'" ".0< _ _ ....... , , .. ,:.... .... ' ... t;"". 

co::.se:-va t io::. p:"og:am". ,oy,'us!:fg- :t)lr:ee;"t"e-st.s: ;6'~, ~c:o;s't:-:e:t"!,'ec~t.i:v;e:n::e:ss • 
• .. _. ·n .... • •• .. ' "" ,.. _ ... "_~, •• ,, ..... __ ..... .,. ... _... '_ ........... ':. ... .., .......... _ 

~=.e7 are: ~t.~r·:,:,;'~:u .~.~r>:::>:--.. £~~":~-::< ..:,.;:~..: ;,::.: 't":"'::':~-:'~:"!2"';~'z. 

.' .... ~ ~ • ......, -. _ '='. tt . .',. - .- - - -' '.. \. .. --
., , 

( ... .-, • ~ .. _..... """ r".~ ... , ..... 
.. ... ..... '-'~ ... ' .. "_. -- ..... 
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.. ,. _'OJ'' - - . 
.... ,,'.,. " .. "'_r'. 

.. 8.:' Pa.:-tic ip.i:lt':Test: . CompareS' :- (x):':gas .:..... . -:: ':~.' -: '.c'::: r .::: 

<- . ' .. ·savin63-·a.t .a.ve.rage.:.ra:t.es:.plus~tax,.c.red1tsp -.-" ~,_ . ,.,_.,_ ...... 
to ('1') the cost _ of th.e :neasures" ~ -.. "'.-. "~ . '". . ~ . '. '. ' ,.,"'. ~ ~ 
installed;- -:.::, ... ':.':: ,".:-:-,':'::':: .':':::::.::,.: .. :::: : .. :;- .... ,.::::.~>':::~~ ;;.:':::',' 

. b:' Nonparticipant:' Test·:: ':Compa.res (x):the::'·:~· :; :~,':".'.:':' ':':': .. -::" 
•. ' di1'1'e-rence .. 'between- marginal cost :~o1''.:,~s.... ,'~ - _ -,. -.... - - _ .. ~ 

and th.e average cost o~ gas' saved: 'to (i)'" ... " ,. 
the cost of' the program.;- and .. ....... -::: : ~:: ~,;r ~'. :. ~ ~-~:-: ~"': 

c. 'All';"Ratel)aye'r-- Test': : Comps,·r·es:: (x')':'tlle ~ ... ::.- '.::',:; ;-;' . 
. : .. ,:::l3.rgina.l .. eost o~. ga.s· .. saved, to .. ('1'.). the~ e~st.., ... .. . . ~ ~ ... __ 

o!the pr.o·g:-~ plus·.the·eo's't's· 01" measu:-es:' -'." - .. ~ .... ~ .. "": 
installed. .: .... : -' .-.::.', ~. .... ".~:::'.~',: ' .. : :; :,'.,~:. ::- ... : :,::".": .. :::-: : ,,:,~~:;":;. 

. A ~p:-og:'a:m ·is"·e<ms1der'ed to· be: c·o·st;...e"!'!ec·t;i ve~ ·\Ul.d.e-r:' 't~e$e-~·~: '.:;~ 
":es'ts ·~b.enthe·::t-com-pon-ent.is;- grea:te~: tha:c::·the-:: '1'-ccmponent .~:'!lle:, ~- :: ... ::'. 

:le,,:~od.o16g:.~s· 'by- wn:i:cn c-o'st=-e:!'t'ec:t'1-ven'e's's~ l's:: m'ea:sured~ 'b-e'c.ame,: .. a::-po;1n..t:"'-::~:'::: 
. r 

o~ con~!-ovei-si -f:' 'th'fs :prOeee:dTng::::: ·i'enov ;t\U'rl;"to=' 'S::'d·t's'cuss:ton.::'o:t2':< -:"::, 
'the issues 'rs;'ised::~ .:.<:~: ~':':,:-:.:- ..... .':<~;-: .. ~':':':-::::~ -:';:.~''': (;',,:.::~.:..':: .-:';; ':\~~":'/:-:::: 

A. The-N'¢·n:part'fei,pant.':''!est:::.:-:-.·..::· :-::2 "~~~ ::- .... , .. -;:- ~ ::~"::.::;':: :"::'~;:o: .. : -e,:'.":, ,:.:;..:: ':': 

A Question o'! Eg,ui t;r : :..:<"~:':': ::::.:..:.:<: ',: .. : ._ 
The nonparticipant 'test, as SoCa.1 pOii.n:t..e~d~o~:t;::-:i_s:,,~·,': .. ':':;,:;:-:o;'-: 

essentiaJ:l'1': :a: :t:es.t:·:ot::'equ1ty.:~:.: ,The :no:n.pa'r~1Cipa.n:.t:.ela.ss:'.' incl-:1ides 

:-atepa,1'!'rs-,whop:revio,'USJ.j' pa:rt'1e1:pated. ,in:.' 'a ~~0'gr:a.m2~ :rate:pay-:e.r.s:.: w.b.o;.:::-.::;.' 

p:-ac't ice "eons'erva:::rou o·ut.s:id:e ~of:':p.ro~r.a.m:s:" .and.:: :ratepay:ers: ,who·':- 'cann:o~. :':" ~ 
a.!~o:,c:t:o:· part.1-c±.pa.t:e..: -"' ..... ~. ~ ... -:,.'-:.~'.:'::_: :: ::-:.',"'.,~ .::?~"':...:: .;~.:.;;::: ":'.<:::-: 

" ': ," :Aceo·rd i!::g ·t:o-:st:a~!:~. '1-t::- makes-' j;i,.t.tl.e-: sense:: to:~ :im.l)ose,.;,up.on.. :. '::.~~ ..::: 

:lo::.pa:-tiC:ipan:ts ":a: :pfog:-'3m ·,..h:·::ch.· -rs~ :no'-t:::c-O:s:-:;":e~!!ec~i 'lie:. '~!" c:::t:ed.:,::<' ~:-: 
as ex'a:lp-i:es', tt:eC-onservatio:i: Ec.uc:at'iO:n~ :P:!"¢:grac",: "~hieh'" .!'·3;::l:~,~.b;e:.~:::/ ,:'-:.~ 

::.o::.pa:ticipa.=.t test ail'd t'he 'New ':Comme':-c!'a,l'.'Custome.r-·:Co:r.;s..e:"vatio,n· .:' ': :-:>::: 

?::og:"a:,~ -',..!:li'cll is- ·~a.:g:!'::.al'lj~ cO:s-:;,e!!-ec't=i.v:e.: ::to; :ro.n.pa.'"r~C i::pa:n.'ts:..:.'.: -::: : ":'::: ~ ~~ 
............. - ._ ...... _._ 1""-. 

~ , ,- • -.- -< -- ~-... J~',~'.'''' - ~'r. . .... a, ........ .-., ... ~ 
. . - \ .... - - .... '-' ~ . '.' ...... ~ " . -_... .. -" -' .... 

--:;~ ;---



A.6iCS1 ALJ/~· '" 

Gene:-ally p 'tie ',hes:!: t,a. t~, to.:: ~equi ~e ::~<?n:p~::.:~g;'P~;; t.s . ~~ fund 
conse:ovation progi-amswlUc-h:::' in-crease::- 'r'a.t~'s,' 'to"',a 'great:e,r',',extent than 
wo\:.ld inc:"ementa.l supply. Re;entlf, "i~ D :S22t 1-086 .·tI~:"r~~ta.ted our 

• "'_ _. _ ... I. ~4. __ 

'O:-inciples as to the ,proper a.pp11ca.tion-o!~th.e,.nonpartic,1pa.nt~'test as 
• ,,, • _I., '-- _. • ..... .. •• ~. _ ~"J ~ _ ... _, .. '-' 

!irst set f'o :-tb. in, D:. 92653 ~ which. ~ s.utho r-ize'd~ PG&E:!s',:' we'a-:the riza. tion 
tinanc ing p:-ogram.·" : :, ", :~.:: : ,~:~ "7:~; ~ ~ :~.:~~~. ': .;';:~ ::,~: ~~, ;,~; 

Stat! also obj eeted" t()~'~he: !a.e:t.>th.a.:t~,S.o~a.l,,~~~,:,not. ~rovide 
the annual sa.vings:"to~costs a.n8.lys'i-S:' !o':,,~~ the non~artle:fp'ant test. 
Sta.:-:- points out t~t'w~\b.o~t ~~ch ~:~~:~1~th~~:' :c1~~i:;~~i~~ cannot 

a.d~Cl.',!a telj' eva.! ua. teo the !"easonableness o~~the~:, :t:ime: .lag:- .~b.j..c:~ ,might 
exist between. costs~· and_ sav:ings. .. ,,· S:tat!, .not.es ,this.. .e.:val.ua:t':'.o.n ,is...., -, .. ... " '. ..., ' ...... ~ - ..... ' .. -..... ,,~ ',". .. - ~ .. ,.~. ", .. , '." .... 

:9a:tieula:-,ly.i::l·PQrta.nt~' tor;' programs..·depend.eD-t:- '1l~n, :e+xt,end~~,l.i;t!!..:.c::- _~'~,:,,: '"', - - .~" 

cyeles' ~or: cos.:t::-e!!e,ct.,iyene,ss and r,e commend s., .tb.a..tth.is ,Ill'a. t.e.l..i.aL, :o.e~ ~,~ < .. 
• • ~ ,_. ..._ '.... ~ ...... '~., __ ~ ......... 4. ...... _ .... 

:provided in !':lture rate !'roeeed1ngs. We expect SoCal .a.n~_o:ur ~s.~!~ _ ,:-~:­
to use the nonpa.:-tici~a.nt test in SoCal' s next: ,gen.e::r:,a.l; ~x:~;~..:~a~:~ -;.::: . ,~, 
:B. ~iscount Rates: ":,~:--':..:,P~:: .:~) ,;O;~8C';':~ J-. 

Nonanal;rtica1:--:A.p'Croach::t::: .::. :.:~2 . ::;:.: ~.;.;::::':::.:"-::.:::~:,::,.,,: ':'::.: e 
SoCaL es"timate4~ :a.l-l. -p-ret!ent val ue. ·~a.Y~i:ngs:: ;a.nd: ':C:Qs..ts:)Y..~':: :-.~ .;. ",; '::. ':, 

us ing' 3.' uni!o,rm.' 10~ di.sc.O'll1lt ,rate .:, '.- ;Tha..t.~ .r:a.-te:: was';:;d.-eyel-o:pe:d.,.:·,us:1-ng,:.: ~ C':"~"7 

:".lc.g:::.en.t rat!le:--: "tb.at::.~ d:e:tailed anal·y-ti·e:a.:t::.me:tho'd:s .• : :S.t:a!~,,: "o:n; :t-b.e. :' ~ :-:: :~. -::: 
othe:- b.a.::.d, u:-ged that a. di!!e:-ent ra.te 'be a.pplied. .tc>,~a(:h--e:Ilstome:r: :':':.: 
class p "'based', or.:: :the~ deeision-making,-:c.r:i t.e,:-ia:: ',o:f: eae:r .. ~C:'l,as·s:~ :.:St~f' 
ci ted: the' ~X3:I.~le .0::' 1-nd.1l5·tr.i·al·, ,cust.ollle-:-S-.' ,who, expec.t ,-three-year. ,- - ., - ~ ~ ," 

.. ' ... • . , • ~ ~ , ~ - ,; .' '~'~. -' •• ., .... , ~ ..... ,.. ...... .... I •• 

payoacks s".:.ggest'ing: a. JO%:- d·i·se-o-unt: .!'.a.t.~ .•.. ::.- S¢~C,al· .a.nd:.:s:t',at::-":1~ i.~; ,.S~~:C;aJ.:',s ':.' 

~ext rate C'3.se; p::-oc'e~·i:::g,. .sho1l1d ~:no:::.e ~'J.l~y ':.a.na.l~z.e :-t:he. ~,.'~'~' --.~ ~-~ ..... ~ ...... - ... - ~ ~ .. , .~ ..... --

app:-opria:eenes-s: ~o~' -th~i:r:: :pO"Sit.i.O'n5-": ';: ,w'e:-h:e:s i·,t,a~e~ .a,t:.:t·hi,s~ t..i:m.e:,.,to. ::~:s~t; ': ~ ....... -

the ex?~nditu~e o~ ~oney collected ~rom all ~atepayers under discount 
:-a.tes attrib~ta'ble to only a portion of' those rate!'aye:-s. 



-,~.-", ,.,....- ......... -f' ... -':· 
"" ........ - .", ....... ---~ ~ ...... 

. : ... ' -:": :St.a.!~ 'rec'ommend'ed' 'ae-Tetfo::O: o::t~~the·':So'!ariGa:s:-:pro:gr:am..;: '::the'; .::-: t~· ': 

c.onse:-vation Education: progia.m~~ a:n:a'~'tl1e~:New ::cus.tom~r<:progr:a:~\: '.:-= ~ -:~~.='::c: 
Ae.e.:t tionally; :"itd:t~recom:merid:ed: ":a.=red·uetion ~'in:!:th:e :A;ppl:j;a.ri:eeC'S 
3~~iciency p:-og:-sic.·:: ,:'. Staff genera:Ily '':'reeommend:ed:'~:·a.:ppro'vaJ;.:·o! a.J:l ~ ',' :.~ .:: :.: -': 
other ,:-og:arits"as ~proposed :'by:SoCa1:':"out-..:recommended.::that:.several,,:ot '::.::: .:-: 
these: pTog:.a.ms':be e-losely' evalua.ted":. as ':'ca.nd!dates::!or::dele:t10n:':-:~:;T'he£ .::::; 
!"esu! to' ot s·t8.!!~s: recommendatlons'":was reductton:":ot SoCaJ:.:! s;:;S'39z0':':-:::- :-~,~ ~ 
:n:.llio::l.· .. bu.aget>'by~$6.0··m·:tll·ion:.:·--.:" .~?;.<,:.::.::.:: :'.':-:: ~.:'~.":'~~.;: ,:,:~:-:.;: 

_.: .. !:( the.: discussion wh!.ch~~ol!ows,;::·,(e'"-·w:ill:·: cons~de:~ea.ch·~'o:f'-::: ;: :-::.: 

the p~g:.us !'o:- whlen": authorized/·tundlng":·levels: d·i!!er~:!'rom':"tb.oSe . -:-.::.~<. 
reqt:.es-:ed by SoC8.!::~·-:~ /''::''. , ... ~': ',;':. ~:\~": ,.:'., ':t .. :,>·,/':::~4:;·"':::·~"_:7:'c:, :-.:.~::~ ~\I~~~.,"::": ~ .. "':.;.: 

S ' /G .. ---~'-~ ,"' ~ ... ,,.,.,: ...... , ...... )<y- -,.'''~.'- .... ~ ..... ,. ·_' ... _.,... ... ,rr_ "''-''''-~·~''-'·''''''~o''' .". ..... ;..-., .. , ..... "' ..... ,... -o_ar a.3'.rogram'---·'··'··- "'.--- "--"- ., .. , ,,~'-"' .... ").~:,c, •. :'·._,,..,J .~~ •.•. ,:,:,~-~-.•. : 

::,' -:: ":-: ": '!he-": Ob;j-ect'1ve·,,:-o::-::thl·S": program is=- t.o::retr.o'f'1 t.: 2;~'O'::'spa 
hea. te::-s·> 4~ 6·,0 ' .. :Pool:' hea. ters~:-: and· ,1' 7,~ space.:' heaters.; :: SoCal':.estima. te~-:'" ,":':: 

a. savings· 0 :{: -, , 84 9--~ ·Mtherms in::: the':' f'i-rst..- year:::and. a' 'SaVings 'o~ 3~,:980=:::-:-
v· ... e ..... ·s- ov:"'r- a. 20-~e""r '. 'I'Ier' .4 "':d - .. - '. " ~, "'c. - .... "~., ~ .', "'., -,,' ~. ". - " .-.' ~ ... ," - ..,-•.• "'........ ~. v <JCJ. r ..........., .-.. , .. " .......... ~ ,-",~ .......... ..:::,'''.,' .. p#:'-'-'- -' .... ¥ .• '.'-\"'. ,.",,,,,,, 

,; .. :'. '. St'~~.' Vi "tness Knoll·e:-:reeo.m.mended..: 'against,.·, f.und'ing~ this~ :", -:: ::<:.:. .::.;. ~ 

p:"og:'am:' .. -:" ~e: statea' that.: the-.:. costs:::· have:; incl"ea~~d:: :t-o.o~ much. .0Y#!'r'-#>· 9.::::' -: .~: ,,:.::; 

t!:.:'ee:..year: l'ericd .:.- I·~ 1''980: SoCa.l:':s r:ee:ord:ed-:.e~ns:e:s": f:o<r: its..: . ":::.' :- ::.: 'c':: 

Sola::-:(Ga.s: 'program: were"· $1'·91 "OOO·~.> :It' has:::" req;uest,ed..: .S.:\ ,:9.9·7~,OO9 .!o.~ :,,~~.::.:...r: 

tes": year·~9S'3 ... ~ ~ Ee ·!.o.'C.:ld-: -the: .a;cti:vi:tie's~ 't.o::':be':~untl:ec::e:ss·~·in: _1.:98'3 .~::- ~ -::.~. 

1:leca':lse S-oCa.!. has a. CCA-~ur.ded Solar ~iater Ee9."t'e.r',:J)em:o~:stra...td;onS and ~ :::':: 

'r. ". St'a:!~ ·stated :"';ha.to:ve-r: :on:e-'h:a.l.,,!~'o"!:,·;:tb±s :pr.o:gram:t:S::,.c;os:t:s '~:-.e::::: 

...... ,.0-. adve":"t··.; s.· ... D-· .-........ .1. :'!'\.-:,. ... ·o··' ..... n-···'· ·~"cAo ... -d.; ... .t!' • • :.....- '-.. . ./1-./1".' ........ .,. • ., ......... _'t. -0.1 r.,' , ", -• .. --0- CM.i.I.\.i.- ·J:'-"'wiW "\Io."J' .- ... I\. '- .,J _ .. ~ .. ""'-'" ... ~I.J .... ~ ~ ...... ~ ... ..I.. ..... 'I .. "W"~ ... __ :.: .. __ .: • 

promo:t:lon ',shou1.d: ~e· :d:isa1J:.owed.: .. :O·e-cause;.:a"S S:oC.~, n":,tn:e-ss; :N'e-1:gge:mann::.':::' 2 

ag:'eed. the sola: industry is. :o:ne: :c:onsid:ered: to-:- h:av:e:::b-:"".igh~ :g::o.:"r,:t:h.~~: ,:': 
potential. 



St~~ ~oi:::.ted out that SoCal' s :?:"og:"a.:l has no go~~~~~-: ';:'::.-:-2 

:-etro~it.ti::.g.,:mult~!a.:n:Uy ... ~::::es,i~.nce_s and· :co:~~end.~d::.)~~~,::t:b.i_~.:.-:l>t:og:-a.c. 
p:-i:a.:-ily be:l."e"!±.ts :-SoCal. ~'s. ;)n-ore. -·a.!!:luent e us-t.o me :s .. .., '. -~ ~,,':',":" ~.~. ,. - .'"._ ,' .. " .... ~ ~ 

• ~ 'w- - • -:.. ~ # '-' ........ ". '-'';' - - .. ~ - .... ..., "_,J \, ......... ~ ... 0+' ' ... 

SoCaJ; a:-gued -.that. theprcg=am_,is,-.a.n,,;j .. nd.llst:::r-s.lll'po~t -e.!!o'l:t:~".~ 
_ ,. • '. • .... < • - __ -' _ _.. _ _ .... J.. ~ (\., _ ....... ~ ~ ........ "" __ .. ~ • 

c.esig!led.t.o reaeh ·.contra.cto·rs.,..:::na.nu!'a.O'tu~ers·" distr-i but-ore T-.~ "~"" .. ' ~ ·-~.-.7 
~ . ~ • ~ .,' '. J'I ... _.. ....... ... .... ~, ....... , -.. ____ .... _ 

:-etaile:-s;: -:and :.cttstomer~. : ~It.::·:pointed :out :;th,at ~i ts~eX:t:et:.ie~~~-:~~-:~ -:',;~:":: 

so:'a.= :-:na.:-keti:::.g.: ca.'"l-: be:.e!1:t ~ the.: so lar .:: ind~:try."; "SoCal acknow!ee.ged", .. ",_' .. 
... - -_ •• - , .... ___ '_'- ... ___ •• 10,. 

tha.t the:eosts::o!..:.its e!!o:-ts·:ha.ve inc:-es.sed;.:o~er.=,,!:h.e,,::as~·:!~'.i' 1~a.;-~=::~ ": 
soes.!· ag:'eed tha.t a.l though the ,rog:-a.m~is eost-e~!ective~,·. - - .... 

c _. ..._ ~ i .. -" _ .... '"" ... ___ __ 

'.:.."7.c.e:-·: t· ... o: :net:'ods:.o!:: eya.luatiou,.·,..1 t .:-does::- no: mee~:::::the.: :-all::-:-~~epaye~'" 

tes':. . SoCa.l:::a.r-gued·,::tha.t". ~he: all:-:-ra.:te"Oa.:re,r test,:igno res tax bel1e~i;ts .'. ~ _ 
• • • ... _ .. ",.. ... • - - .,. ., ..... ' - , ................... ,:: ... '. \.;'.. .: ", \,.< 

a::.d 1.U'ged that cost-e!~eet:!.veness not 'be the sole eri~~.=:~~~ ~%'l. :";;';:'.:':_:".;':-: 
eva1."la:~i!lg eonse:-vation programs which o!ter intangi"ole=~~n~!;t~:c:\ '":.'~'::.2 '­

: The:: Sola:..: Water-:~eater D.em~ns.~ra:t1on::a.nd,; F:ina-e-c,ing~: ?l'ogram,. 
in · ... h:.c:.: SoCa.l~ is:an aetiv,e· ,partiei:?ant,. I., represents~' a" s.u.'bs·tantial .. - .e. _ , ..... ..; - ,.. '-." .... , __ -.. ............... , ... ~\...o .... _ ... _. __ • 

eo:::i -be:tt 'of :-ate:paye.r 3,UPPOr-t.·, to': 'ac'cele:rate :r:eaJ.;i:z·a. t.ion. of·~:th~~.,h_i·gb.::. :­

~o,:ential o'! solar energs to :-ed uce fossil. ;f,ue~::.dema.n~111 .so,u.:t.!J.~rn=-: :<:::-:~ 

Ca.1i'!o:-nia.:..-::- ·i.e ... will~:. a.wa.i:t.,.~ .with:gr.e:at.:- 'in~er.est.:;the:-::r.esul.':t.s:- :of tha.t 

~rog:-s.:l.: · ... hi·eh is:: s ched uled.· ·to~ eone~ttde:.;i~ S ~tem;b:e~ 1.983:..:.--:: I·n.:.: the::::' ':~ •. :- ,,:.:,: 

:ean ti.:ne, ::~:- dO'~$: not:: ap~e-a.r~" 'Prud.en"t 'to":".a:J.·l'ocat'e~ S:oCal .. e-on'S·e:;'va.:tri~:-'C.,:.--: ~ 

:--.::..ds ";·o:,'a. p!-og':-a,m. which: would~. "oe;::~a:gely:,·3;ll. a.dver-~-i:si~g: ~!-o:;-t'.':.a:::;d::"'::.2 

·.:'ie!:. wo1lld:: .ioC1,:$:: ·O.r;;:' :sola.:" ·e::te.:ogy"': .us.~.:: :.v.MC'h-::a.~ ;!l:O.:t ,all:9l,1:C'a;ole,:.:..~.: =- 2 ':.:: 

::lost .o,!-SoCa!.t"3:"~~e"Oa.'U"er:s .• ·;<: ~"~"'i: -.,'~.-:- " .. I-.~"'-_~"''''' "~,...: 'r~,-':' .:~".-'",c-' • t/ "'.0-. .,~ __ -..i _~ ....... __ J,~", - ............ # __ .... 1-'_ .. :-' .. _, __ .,_~·v 

'Ie ·..till ac.o~-: sta!!'t s ::-ecommenda t ion. 'Ne :-e;i.,'t.e.r.at.e::- cu.:,. '" ~~ ~ ~r. ...... '~,"'"" ;.:,' - __ .. a_'. , __ 

:?o :::c:r :c'!' :c.-::!'se o:c:ag:.-n:ge.ons e:va:.-t!.on-:9':':O gr:a:ns :SlU<::h. :as;-~:hi S'.:"~:nes • ... h:. c h 

:-e:i.es ~.;l:: i::la:'lly .. ou.~ ad:.·.r:er.:-is:i.":l.g .... ..: !·he:-'$l,ro~a.m: =i:s::d·JlP::::i<::a.-:'i-~f~::: _o:!: 'C'\"'::: ": :": 

SoCa:.,,:,~s:· ~--t.h.:e::":' :S oJ;a:-: :p.r-o ~a:ms.~ ane. ~~: ~d.."is'.t:r.J.:b..u:;e:: .:t':b.Et:· :eo:s:t.S' .-o:'! :e:n~=~gs~ -: ::;: 

3- --- j, ...... _-
' .. 

...... --... ,. .. ,.;..,,.. ~ 
\", .. ~, .~;.. ........ - ":~ , .. : .... ..... \ 

.... .:" f.~~ _ .. 1-> ....... - .. ,.:,-



~ ~108~ Ai~/'_.' h.O I /'W.IIJ ~ 
.... =:; I, :':"/_. 

~~e A'9yl ian:c:e-' ~3:t":!'i'c?:eng-:::>1-0;5fam ~::-:::'" -:: ': c "':.~";:- :>.'~' :':':::J::'::: ~:. ::-::~..: \':: (.' ~ ::-:' : ~;<': ':" ":-: -;-:-.': ~ 

-SoCaJ. :::iciud'ri :$6~', 480 [600:~!:n. 'test-:-:-ye-a.-r .r198'.,:,:erpe-riie~-;~o:r: ::::':- :::~ 
this p:"ogiam~ :"~Staft ~·tness~ :!Golii :.pio~osed! C;rt-trirg ~i"i" am:oftun:t::~by.: .::';'::~~ 
$~ ,. 91:;,. 600 ,.~:s: ·~:~'5~ reduet'foll~'; ::":E:e: reeolnmeid~d. ~he:f:(bo.tn:~he':" ':c ::""'.'':';:~:~~ 

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

adve:-t1s ingbudget and" the'incen t ives AS;S'S'OC :!;a.ted·"-w1:th··th:~' -=p·rograms 'be 
cu:t 50~ due --t·o;:a.· d'ete'riorat-1"oli::1n~ eost-e'tieCt1:ve:neSg.;;'-::: :::':':-'~~-:~--:'~.~. t.·:·~-::.'.~':: 

We . ::io'-:e that ':soc'il '·:inel-,:de& ':in \'t~fi":::pr'ogram ~$'93:8');·o'oo: '£0-'::::::':' =. ::.:' 
advert::s::l;:tg';'a£d :si ;:S89;OOO::!6:r- -inc·~n.i'fve:s ~,:' -: ::::.: ."':-:c':,:".:~ :,:- ::.' (; ~ :.:.:;: .;.-: ~:.:. 

"~:lie' prog:-am ,'is- d:e$£g:i~c:' to :SU1?po~,,: ~'the:~::n'a:-k~t':f:li:'~!drt~S= :o~'!::' ~:~. 

~...s ap:pJ..ia:ee -:icu!'a'ctuiers ~- - -:Ei·-a:d1.%ig·:-ie-:a±:J?ers:;::'d:r:.:g't'::i~ut~'rs~; ,:'an~:~ :.~: :. 

::la.:lu!actu:-ers:::'-:6 ~rea:eb:'the £esidentta"!: ::-appt:::ance ':~iet:ro~i t~ ::na.rke"1:.;::::- :;~- ~-":.: 

SoCal =.o:pes ·'.~o '-i~erea.Se: s.a:ei:-:~'t-::n.e..;er;· 6ore~ner.i:!:~'f!1e·fent'···: 
a't)t)liance$'.-' ..... ', ~ :,. " ... q ... ,- . .' ~I" ": ,~. ': " • .: ~ .:: '; ::,~,: 'I : : .. .:..:,:, j ~.::~ ::~. \" .::-.to":~: :<~ ~ :: -:: ::..... ~. I~. ~ .f~,~ ~ ~;':: :~~:-.. 

, , ':: Also, "as '~a ~:part-:'o't" ':thi'i~ro:gram ,.~S'o-C:al= c:s:el'rs-:'"ga$.:~:pi iances 
to i ts ·'e:i~loyees.' -~he' empl;oie~ :pUrch:a.~ ~-prog·i"am.·tfs: :':s·t=l!-suppO:r't:iri'i"':: ~ 

since :pri'ces 'of'-·tlie a:pplfanees:~~ ~em:p1oye:e:s=eov~:a:J:i- program.::·Cost's:. :,'t ~'.: 
~:: .'~ :-Aceord±ng :::to :SoCa!·~::th~ :A:ppI:!:ane-e ~'!:t'Ici=£ency ,:p~~g:a:m.·;-:,c ~ '-::- •... ~" .. "": 

sa.tis~ies both the participa.ting ratepayer and the nOllpa.rt:i:c:fpat~:t:ng ":~<'"':'~I" 

:3. tepayer : tests (EXh1 'bi~ ::;2 ;: '::i:iage :. 2:4') j ~ •. ' ~So-:C:a:I: '~·a~e.&s ''':ft' ~ai~:ts: ::.ehe all-
~a~epaj"e:-- t~st.' .::--;' '~, :' '":- ,.,,~. ~ :: ,: ~:~~. ,; ..... : ...... '.>::~: ,~. . ... - :::' .~ ~:::- -: o~ .~ -: c r: .:::.~'" ',::';:::.;:' ~ \ .. _ 

; .. ~. "Sti:"!':aig\ie:!:':'that ::9:"o"7gitm -:s:av!ng.s: ::;ear""i:s~t':t·c:a.t:rf ':::: =.':: ::~>":.:: ::.-: :.:::~, 

at-::-ibuta'ble ~to -S6Ci!,:a.re overstated:~: AC:eorcf:ing to:'::sta!!'~' Socat-"is:-:'o':: -: '.< 

aece1.e:st:'ng-- 'the :';e'OiicUent'\-o! o'lo;e:i,' '~eis ~'e~'tfc-fent -:-a"01;J:ialiC=e's -:fn:~':'::::::-. . . 
so::e~cases: !o: a::D.e~e":one;:two-:;>6r~th~·ee:Yea;s,;·: yet, :"Socai ta::ce's'~:":>~':,:': 
c:-ee.i -: !o-: -e~e~ii ~siV!~gsgene:-a.tec.- ovei··:elle: entfii ':i-f~e:':of' tl'ie :::nev c :- :,.;...-;: 
a?~:!.a!lee; :. a -pe~ioc: 6!~'n' t6 22 ~l'e·a:s. ':": "',,:' ":::: ,: . .::.::.:'; ':':-::- -.~ :- :::.:.-: . ":I': :,;: 

SoCal ."ri tness Yeiggema.:m :te·3:.:'1:i1ed~ -:tl:a"t:~alft:orzifa:::'S: t'o,xgh' ::::..:; 
" ..... ".. ;... .. , .... _, ","" _ ••• _. '" _ _ _ ," ... "'" _ ._. _ 4 ~' ___ ,_. ~ .... _ ... _ .... .,. '.. -, 

e~iss:;o:l-~d -effiCiency 'standa!"~s would 'have 'c'a.us-ed- ga'S-manttf'a:ctu:-ers 
to :a.ba..-tc:o: -::i:i~~act~=:!.::g oi"gas ';a.pp:L1anees '':!or '::tb:i :::C.ili'!o'~:;ia: ::lirket·--: :::.':: 
3.:lC "':0 c:?"': ~o:- :lan~actu:-i:lg' ele6t~te a:ppiianees. :::-Eowe-ve:-'; SoCii :-·c·~.:,;.': 
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co:::::':l.ue- ·~to- .ccus.t.i tute- a .1.uc:a.t:!.v:e ~:",ke:: .-in,. caJ.~o.r:l.·ia,.... ·SoCaJ. 
~ .~.... n' T '". • ... _,_ _ "' _ ' _ -.~ .. '", • ~~ _". ... _ .. - .... " ~ .. ___ ". ....... -: - - - - _. - _ .. _ .. - -

eoncluded.. ::b.at. 'by ~vj"I:.t.uep_ot this...1:l.t.e:'!y.en.t.i,on.,. ~Ca.li~o.I"Jli:a.ns ~a.I:.e "',"" " .... -
, _... - ~ ••• ~ .... . ' _: • .... ~ • -. Ok _.-I y ".. ..... -0- -~ -.- __ ~. ~ .. ... ..... -" , ~.. _ '" __ ".'" -" • -.. .. (,~'''' .... L 

s.ss':.:"ed o! 3. supply.. .-o!--ga.sapp~.:La.nc.es. ·",Mch..;nee:t ... ,the. st:a.nd:al!ds ... ~ -::. ;c" ,-: .:--
.. . r" ,. -..' .... ' ,.. __ ~....... '" ~ ._" .. -'-~ ... ' ... '- ... __ '>- """ \ '. 'I- .. _ .... .. "'" .... " .. .... ~ .. . 

. " Jreigge::lB.nn..aJ.so.test.i!ie-d .t.hat.~th.e. -so;.1the.r.n. Califo·rnia~. -_ ...... ' 
.,_, T .... ,. _' •• ' .... Ar ",,'.', U, __ ,,,.r,-'''' ......... ' ...... _ ••.•••• .., ............ _ ..... ,~ .... -+: __ .... (,'''~_'._\' #+ • ____ 

:larket genera tee tremendo'US- ~sa.l.es. _~r.om. a.. .po.t.en. t.ial _ tb.r.ee ..mill i~n >- ~ :: -"' ~. 
"'_."-,_, •• _ .......... '-., ........... ' ...... 4> .............. "'.' ... _~ ........................ .,.''''''''' ~.'-\~ ... _-

applia.::.c.~ ~~::o:~:i:~S ,:.'i::::e;s::p~.~tj.-V~~ .:o~ ,,;~~~~ ~s .::p~.~g.r~~~ :~:~.~~ -~-
eX':l::"essec. doubts concer'!ling the .tllaus.ibilit.y.., .. ot: .. the.::S:oC-al ;ar,gum.e!lt. __ .. ,.:·_~ 

.. '.... ... ~ .. ',", • _ .... P"_ .' .. _ • ... ___ "- _..... ... _ a"'_ I.;: .., ............ _ '" .... .... •. 

a:lc.po:"z:.ted· out -tha:: -de~pit.e-the ..alle.gedly.-:opp=essi v:e. _ou:.c.ens,,...of' 
_ ~ .•. _ •• -. • ••... ,~. _ •• • ,0", .' •• ".. _ - •• "~ _ "' .... _ _ .......... ""1.011 ... """'0 .... ' ... -

ca:. !.!o.=::.:'a. ~e:Il .. :'ssi,o.ns .~d. -e~!:'c:'eIlcy. stand.a:-d.s r- ~ the. ~gs.s.. a.ppl :'.a.nce - ~~, .. --; 
" . ~ ,. ~ .. " _ ~ ...... , . '. .,....... """ _ ......~. ~....... '". _...... .'.. _ '- . ~~. _. -. "' ... , '. .......~ '" 

i::.c.t:.S~=y ~ .:lOt. only.:n.et ~tho·s~,~s.tanda.:.dsbut. excee.d.ed,_ them .... , __ .. _ ....... - '" ... .c .... 
.... • ••• ,. • _ •• -. • _' •• ~ __ -'. '":. _" • ___ ••• ..,. ., _ ...... ~ • p'. _ ,I- .......... '~, _ '-'.. __ ...... .av ............ ' __ .... _.'_ 

We- .:lOW, t.u:r::l. .. to .. s.taf! t.s- d isall.o wance. -o.f $.1-.4, ~mUl ion ~ ...... - - ...: .. ' ~. r, -.: 
_ ..... _, .... ~'.' • ... ......... , ... " _._ ...... _. _ .' .,a ....... "', •.• _' .... _ .,., "" ...., .... '":. ',..... _ ..... ' ....... _ 

associated 'r.. th incentives and $469 tOOO !or adve:-tising expense.s .... _.~ ~ .~_._ 
" ..... __ .... 40.T .... __ ............. ~H 

~ ~ ,,:~,~gg~~~ __ -eXl'l::~;eft l~e:,~,:ll;&~u~~:~~p'~-;h~-:~e~:U-;~v~~,::~':l.eluded 
in this.. j>r~:'.a.m-,r. ·:Ba.sic.s.lly-,. ...so.Cal.:w:o.uld.. sb.a.r.e- _the ... costs .. ,o.f. .. a .r.e.b.a.te. c ~-

.. ,. •• _, .~ ~~ , ._ " ..... ~'.. .,t_. .... • .... _"" "' .............. "" "'... • • .... _ .. ' •.•• _ \~ ... _ ....... ......,.~. J"'- I .... .. 

• ",:. -:h .~ .. u!act.ure.::,.s. d·uri::.g. campa.ign -pe:,iods - -. -So Cal '~s. share .. _of .... th.e - " .... - . " 
• ~ .' _... ., •• 0. _ •• " _ , .. __ .,'''' ,. -' _ ..... _ ._~ ----' .... __ .., ....... __ .. • _.. • _ .... 1 .... ___ .... ,...,., .....,...., .... _ .... 

:-eba::e costs.-wo.uld ,rs.nge.f:ro,m ,$t.2 ... ;o·,..for.~d.rye-r-s .. ,to .~S50 .. fo,:e_heat pu:r.p .. .... - .. ~ - . •. - _. - . _. . . - - <.... I. ,,, ."' • " ___ " _ ....... .... _ , __ ." _ ""'" _ ...... __ • _ 

..Y e.:t-ggemann ·,also .ex:pla..1nec. the ".ad.vert±-s ing ,.bud-get .. -. ,~,$SO ,,0.00 ,', - , .. -
• ""- • ..- _c' • n_"" •••• ' ... -' .. , .... ~ -< '·" .... 0, ."" ........ _ .... ., .... "..... '.ti'''' ...... ,.... ,.. : ... w .......... \0- .... ~ 

is ta,:-geted to:- a portion o! the ex:pense associated with S<?~~t~.: ... :..:.:;~:~.~,,:, 
s~o=-sorshi '0 o! ~he-- :SV~.ning., Conce.r.t .. P:-o.g:-.am.,...a ..class.ica!. .,co.nc·e,rtradio 

.... .., ,_ ._~ ."...... .......... .... "~ _, .... ,' ... • ',. # ~ '"'.:. ..... "'~ - .. * .... '._ ........ #'p - .-" • ..I-

se:-ies. ·"'h:!.e~,. aeco:-ding to.SoCal ,. appeals ... to ,.30 varied ~a.udience .... , - .. -", - - - ,-
.... ._.. . ... '_c"' .... OT _ T. ~ - ~, .. , , ...... d • T _ ", ... ~ ...... ' ..... _ ..... ___ -,' \.' ....... - ... --- ". 

'=oge~he:- wi ":h. o-tb.e:- -:-.a.d-io ·..and .te levis.io·n. adve.=.t.is.ing:,.. .. S.oC.a.l. 'so, . - c. - ,. ' .• ~ ~ .: - , .• -" _ ......... '.. . ,. .... - .,- - _., '.... _... .,."" .... - .... '-' .. ~.~ , _.. ~ _. -'~'"., ... _. - ,.,;. .. - ....... .. ........ " ........ .. 

o'bj ecti ve .::'s. ~o ~get t.:::'e- a:?plia!lce.e~!iciency:_eollserva.~:'oIl message .,~o. _.- .' 
.. - -.. _. .. ..... ~,- • _W', • '... ". L.... ,.. "1<"" ~.~ to: .. -,.. '+ - .. _ ~ ....... __ y _ .... _' ,,' - _ ' ..... 

C'lStome~.sa.-:. a. .. !::e.q,uency _o~. a.t, . ..least. tb..:.ee, .. times ... .Aeco:.ding,.to. ~r_ -, - .. -.... ~ . . , , . . . ~ ~ ... --.....,. -", _. ~.. .. ~..." . "'" -.. '-. ",. - ,. - . '.:;-' ...... ~ .. - . _. - ~ .... -:,,". .~' ,,-' - "' ... .- - ... ... 

SoCal, that is the !=ectuency leve:' at,wh.ich it h.a.s· ... been ~ab;le h to .c .... "' .... " __ .'. 
• '.J ..... _ ~ .... • ..... __ .. \.- .... __ _ _,." .. ............. ..., II. _. rl '. ___ ..... 1.. ......... 

~isce=:J...3.. cha.::.ge. -i:l,. custome.rs. '.beha.,,::io=. ... -. - '. __ . <' - .: ..... - _',.; . ~., '" 0::' 
.• .'., ... - ... '. - • ~. - ........ .... ". - _.......... .., ..-'... - * # .... , "....... ..:,: ...... '+ • ..." ,,' .~ ........ ................ ..." 

. _ - . ~ .. :teigge.ma.nn !U:::~h.e:- , .. testi!ied. that .. s.i:l.ce _.sout.b.e:n.,.Cali!o.=~ia, _,' 
~-'~"'''''.-''' .,', '~.'<,. ~ ..... -- ............. ~. ,~~- ........ ' ........... - ... ~.~."' .... , .... ' ... - ..... _-_ ... _ .... _ ...... '" "'~ ... + ............ -- .. 

is hom.e-~ to a la:-ge -Eispa.=.ic. populat.io!l~.$83Y' 700 o~, t.he~.ad.v.el:t.isi::.g ~ ":" - ~ .. , .... ,'......... .~ -" - ~ ~, ....... ' ......... _ .... , .... " .. -- -' .. - _ ...... --. -----'- ..... - .- _ ........ 
b\!d3e-: ;:~:";~ ~~~.e~::.:-:o .:::ea.~~:~,;+s a.~d:~~~~~ .• :.:.::.::-:.:::-:,:::':;:::;:':: --'~ " _ ~, ;:'::r 

_ '%0 __ 
.1... -.- , 



Sta!! counsel questioned N'eiggemar .... "l :-ega.::.(H;n~g;.::$~Se~,:1.0·O " ':: ~,:,~::­
incl uded.:· i!l: ":b::fs ": program ·:~o,rAme:"'i:.es.n ,:Gis :';,:s'soe1:a:t>:r.o:n? :(:A:Gt.):~:,~·-':; 

adve:-tisi:::g: Aeeord'lng t'o :Nerggemann;AGA,:·,a:crve~r·tis:lng:-fs; :i=n ':part ~:-:':: -:,~ .:' 

decisions a:-e :lade '07 :najor ~i:-1:ls that :lay have plants in so-u-:n:e'r'n:::-:>,':'.:r. 

Ca.li!or:lis,·,o:-7 that"ma.:r=pla.!i: to: loeate here'::'-:'~e:~ggemann':rio,te~ Ctha.t 
the AG-A, beea.use:o!, its nat i ona.l ::bu;rfng:::pat:tern;::fs able,,:to-:'ad'vertise.t:'-: 
a.t the ::'oeal level oll;~telev!s ion. a.t '':'ha.!!'7t·he ~cO:st ":tc-·:S:oCaJ:.·-:-'::" ~.,: .: :':':::- -:. ... ::;: 

Conseq,ue:lt!.:r,. . this: adve::otlsing service '::is used::;·rn':eon'j'Unetio-n::·.r!th': ,':~~'::­
SoCs.! t S oW'!].;" et!o:-ts· to ':eommu."licate with - custOme.rs' exp!aln·ing =the ". - ,::; .. :': ~. 

e~!'!.e!.ene1es ~ o! gas· appIia.nces -and 'eq;ui:pment a:nd'~the ':need: to':: contfnt1e,~ ~. 

conse:-vat'ion:- N'eiggema:m': further·::no ted ::that:-:,there ::19 ::an:e!~o:rt ,~to: ~ ,.:-::--:: 

coo:-di!late: AGA· advertising with SoCaj::~'s· own e~!orts::-a.nd.-:SoC8.l:;;'has 

seen. to it tha.t:AGA~advert:tsing··com.:plenien:.ts:its::O''''''n;.';act:tona a.nd "~;:-':.-:;';;',.' 
:p~og=a.ms~. ," . .' .. ....-:-:- .""'1: ~ " .. :: .:':~..: - --: ' .. <." :"';.~ '_' :.: .. .'~.~ :::,.' -: ::.~ ~I~' .~;:- .... :" ~A-':- -: ::::. ..,' __ ..: :'.;~. r: 

~ : :'~"'e :lote --'this ·~:prog:a.m' !ai!s ',:the>:a.ll':ratepayei ~~eO'si-=':" .:.: .::'..:':::' ~'.' 
e~:ecti ',enes5": tes't. -:. Also ~~ the:·sa.v1ngs~ a:ialj"sis::.:pr:ovid:ed~:·by':'SoCal':: 15':-:':::: 

!laved';, -SoCal"cannot :take~ cred:rt'!o,r\'energ:r ':savings=-over ·~··tb.e:I':rt'e ":o!'·'::,,",::': 

ax:. appliance which. would ha.ve been i:l.stalled anyv-ay w:.1th1n ac:rew'::~':.:;:;': ,~ 

years. N'elther ca.n~: So Cal take:eredit'.'!or :'the d'e-cisto:ns~';·o!.::s'oiithern 

C ... ~ .; ~or"'-1a' . :"i-e - wlo.:~ ... 10. ... ""'r,o'd'u"'e" g' as" a .... 'I"\' 1"'nees" :' - ,",- .. ,'~' ."- ~'-'-". " "'.'" ~ ~ ~__ •• .. .JtttIifIa~ "-""""J! '- . ... J:I;:r ..... ~ ....... ~ > ~ ~ ~ \, • - ..... - .. ". r ~~ '. 

, !n": general·,:'th.e lllain· efte'ct',:o!. this 'c'program:does::lot:"appe.a:-, ::. 

to be 'eon;se:-vatio,n" - ·b,ut exp'an's ion; "of'": S-ocal '" s..::,ga.s:-ma:l:'ke~~:~ iie:i&:'e not.~:'::-:: 

COl"!vol ... ",'ed . ·h3.·~ ct"%e8~OOO #or- o'~t 0#' '''-a·e - .. ·dvertJ's·· .. r"'g· ~""~o· Vol "'''''$''' . , ",. . ," •. --.......... "w - \ot- v·VtiI./, .. ~ .. ~-.,;I1rtI \of' "'~ .... ..... J:' • • t..;,; ... _' ___ """H .. -..... _.'--'-'. 

co=ens 'J.!"a te~' be~~f~s '~¢- C a.l:::!or'n'1.·ans:. ":::ie': ·,(1.,11: no·t:: a.110w':SoC3.l, t.o,:: -: ~~ : - :: 

pass on to:-ate~aye=-s the:costs o~·~::na.rket1ng.::tts servtee ilrider the':"':'::':': 
go.;,:!.se o!' :eonse1:'v3.ti'o'li" whenth~ eO:s:O:s"o!':P:r'o:po'sed:>p'rograme= are':.'riot':~.::- :': -: ~ 
demonstre.t:ea to·"be· cost;'e~!eet1ve~~ Accordin'g!Y';:!Und:i:ng':':ror,":this:;~'-:: ':~::': 

• -" ••• ~ " ,.. ~ ,,, ..... - 0;:,.. \. '", -. • entire p!"o'g:'a::l:~.ri!:l be- 'c.1.sa!.loN .... ec.~:·": ~ .: '" -::;-: -"" ~ . ,~,: .... :.:; :;,.::..:::;,~~ ."':':'::-" -: .::-:~: 
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Conse:-va-:1:on :Educati<>n,.~," .. ~ ~~ '~.',~' ' .. ;' . c.~~·--·.,"'- ·r.,~~H,",~ '-'---~ 
........ ___ ";",,,;.,~ ............ ____ ........................... ~,. ,_. " ' .• ,Or '._ , ~' __ '" _~ ~ -"- .. ' .... '- _ '" ' .. ' • ~. ~~ _ 'c " ........... ' -' _ _ oI~'" ..... 

St~~ .-~ecommende.d·delet.!:on. ··o,'£-thls -'Cr·ogru.,:or .. w1l1ch .S-oCal· .... ~, 
. ,~ , ... -' '" ~ . .... ... ... .. . .. , - .-., - ~ ........ ~.. ' ... - - ,- -... - - ............. --..... -

included ,$:1 ,505,200 .-in, .its.·:test :y.ear: ::1:9~~·~mar:k~.t. ~,e:~"tl:c;~~_~.est~~~~ ~-::_":.:'.C 
':he sta.!'t: r:ec-ommenda tio,n.· is-.bas~d :on:: the •. prog~~ ~.~ ::l~~k~I?g.:, ~o~:t- ::-..: .. ":', .:. :::; _ ~. 
e!!'ectivene-ss .•. ~_" ....... - . '._~. ',~.-:; :-.:'_,,:~~::-::.:': -:-::,.:: ~::: r.:.::.:::: ":..:': .. :::";;;:"::":'':: 

-One ·pa.rt .o:t.·tllis "program· consists -of' ,.SoCa.l!,s .. et!'orts,., to_ ~.:- " ", '-. 
• • •. ~ .' c"'r • I, .. '" ~~ ~ .... ___ .... " '., .............. _ ... _'-" .... _ .... I_i_ ... _ .. ..:. ...... 

:-eaeh elementary .. and secondary-school,· stu.den.ts .. ~ through. .. , .... , ..... "v· ,.- ', ... -
• ~ • , +' • .,." • ,~. " _. • ....,.. ,+" "..... " .......... ' ... ... 'v ,. ~ ~ v t'" .' .. * Ito 

pa:ticipation .l:!l-cla.ssl"o-om-::inst:-uc~ion-" sem1:z:1arsl'::"an~ you~e. ,,:,'.:::..:: .~' -: -:'.' 
o:-ganiza.tions, SoCal· a.:gued i~ -rill - reach a.."l:: important ::;:?~rt. ~~:- i t~::- '.::;-:::­
ecns~ing.·:?o:pula,tion.· SoCa,l-believes that.: by:._eom:nunicati~g,:,to .. ,:: .. :;::: :;. 

students· .. while their energy habi ts.are;· S::ill:dey'~~~ping~ ~:l~rg~:-::..:: ':':'::~, 

:po':ent:a! -exists··tosave significan:t ~amoun:ts:.of'::~nergy _ in th~: Pl~ure.~~:-: 
,SoCa.l:·,ha.s. targeted 400 ,000:,students ~s~ i~s-~pro-je~:t~d, :'(:::.: :.-: c c: 

audienee tor this: program .. · _:It:-will_:C?t:!er~ ea.sh:.refunds::to:,.the :-:: ::- ; .. ,:.:-.:: 
:a=1ilies ot students who :pu:'chase wa.te:,-tlow control devices.. !ll.... .. ~_. ~ .. _ 

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

ac.di tion, 4S ,.500 ~stuc.~nts, ill.:eaeh.,:o-t ,_tlle-.2nd ,:and:;5tl:1:-gra.de~ will be 

part o~~.a.· spee.ial, ,pr~gra::l.: def!ign.ed:~~o.:innuell~e: t~~ir. ~~~ilt~s.!." .. .::- ~'.':.::':,: e 
ene:'gy· :p:'aetiees .. ·. : Tiley: ::vill·:rec.eive ~instructions:, on:::ho;:v-:t~~:.conduc~~_ a;·_:; 

pe:'sone.l' .. home energy ~ud·~:t.. ." __ ':-.~,,":.: .-' :<''''.:,''; ::': . .':' .. ; :::.:.."..~. '.:>~"::< _,:::::.~ ..... ;: 

- - '. ·SoCal ·-emph.asized tha.t -the :·calcula,:t;ed sa,vings;,::assoeiated . ::-:''''''.~ 

with these e~!o:-ts -"'e:'e :nade, on.' a: "e.ry· .. c'Onse.rya.:t~i v.e-:; ~.asis::-,:..:. Only::": ~:'_7 _ ..:~.: 

~; ,000 : ..... ate~ ~cont=ol.'device~ ..:are" .. e.ssu.:ned to :oe insta.:tled;;t;'rough 
SoCa,l t s ed.ucation.- e-!!orts; ·a.l thou'gh: re!und~ -o:t~-e;rs .\I/:i;ll, ;b~,: ~ma~,: '.:t:¢: ~ -'::: :. ~ 

':0':8.1 s:c.c.ie::.ce _ o~A400 ,.000 :-students. :--'.i:!:th:-:-egard to: the':spe.e.1al::-::-:.:, ..... : :: 

p:,o~:-a:c.s ,.~ SoCa.:." eS::.i:n.a.:ted.: .in! t.ial saV!ings::- -!'.o_r.~ ~ea~h .o:!~ -:::.he.:. ::tw:o:,.: -::':' ': .-,.::=: ::-

di:!'!erent gra.de levels, reeognizing,::tb.at 2nd:,:-g:'ade st'U.~.e~ts.'_: will .-:-. = : ":'. 

p:-obablj":" be, somewhat: l~ss~- resPQns·iye. ~hanthe ;;'.t:ll". gl".a~.e,,,s.:t;u~.e~ts<=: '0: '::' •. - . " ~. 

':he resulti!lg::-calcu!.a.:tions,::were- th.en discountoed.~. twice ,~.O:lC~ ~y:- .25%:.., -; :~>.: 
9.::.d the::. 3.03.i::. ·oy 50~. soes.! noted that,· li!e-eyele.· sa.vi!lgs, .. :~e:.e_ _ - '''c 

.... • ~ ..... ~.' "-.. ... - - - I _. _........ .. " .. 
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::,: .. ', Under:~he'=sec6nd :pa-rt ::-o~·"'-thl--s \progr9Jli'i s"Ocai: p:ians ~:io reach 
2 7400- re~:: estate:'; agen.ts:, in.:- 30\~:t.Q.er:i~ Ca.!fforn.~3.: :"':!t -:'iti.t(mds.~to ::ho·ld r .. "::-

80 cla.S~: s'ess~oni':to :train:':a.rid =a:dvi!:e'. r:eait:Q:r's: o·rl":;~rie.rgy::~ -:'2' c-: -=:. ::: ~::;:-. :- .::-.:: 

conservation. -: ~ SoCSl.~ esti:ated,' r '7008' Mthermsc'of s8.v.1ngs resulti'C:g:·:~:·-: ';':-:~ 

!rom t!l1s~:p:-og:.am:: SoCal'~'stated :the-.~rogra.m;:is~:eonse.rvati ve:because ~:,~Z; 
only tirst-y-ear savings were ineludedS in. 1tsc;eo-s·t;;·e!!ect1veness:)::.~<:: ~ ';'::: 
calculation. 

~ ,,,,, ., "'. : .... - C' -.-,;,. - ,-\ .... - .. -" ... \ ,.., ..... ........ _. r I¥. ........... ,. ,."'" 

. SoCa.1 noted that' in sp1 te o'! the d1..gc:oU:ri~~~d~ed·~'" .,. .... 
-::~ .~~:-:_ .... ,::;'~.:,.. ::..~.":.~ .. ~'-::-: '-.'.-~' -."':' ; ... ~::,:_ . .:.; .:',:~,:.,~~,,:~=~~,},-:,-: '::.r'\,~';; 

!.i.:c.ited._li~~,c:rcle savings, its __ education program. still :leets t.he 
..... :_~ :.:'.' ' .. -~,:"."'" .. ': .... ": "":.~ _.; ':"_ .:.~,~: ~",,:;.." ..)· .... 1,_.,. ........ .=;: :,.(" ....... ;w~~\"",~ f" .... ~,:.~ ...,;,..., .>,....,1'\. 

::a=-:!.ci~at~'!lg :-ate"Oayer and all ,:'ate'Oa.yers '. eost-e!!ecti ve" a.naJ.yses-;·· --
SoCa1~ag:-ee~ --i't' dO~~- not-~atiSfY t'h~~ ;6~p~;ti6·i~~nt"t~;t .. :r::.:::-; 

_' .'~-~~'~'" ,.." ..... ~ ...... -: .... '.~:', -:--.:' .... : ..... :;. .. :: ... ,;,'\ ...... -: .... = .. :~,~;...~ .... \~' .. .':,.... :':'-."";·'~·i~,,·':'~'i: ...... -r-· ... ~.,_=-·,,~-, .... ,-'~~ 

~e agree ~..n. th SoCal tha.t children should lea.rn energy . _.. . -., 
_ .. , - .... " .... _ " ___ ..- ...... "" _ _"~- _ 1'"1\ _ '~..... -. ,", .. ,.. ~'... ",,' (' , .. : r- " ... ~ '. _ "'" _ '~ ....... ..., 

conservation a:~ an-early: age and\:·Yill·8.l10w~reaiicea'·~fundIng. tor-this ... · -": . 
• ,~_'" - 4. ...... ", " • ..,~ ,",._"''' , ..... ' ... , _ ,~_ •• , __ "."... __ ~r ~"P' ........... _r::'> ':.." .. " .... ' ....... L, ••• 

part of the - program-. E:owever~- we' fa.ll ~ t·o .... ·see-·b.o~- the- r~ea.I e5·ta.te~· ... " ~:::. 
.~, ... - \~ ,,,\ .', .. \~IIt!''' ,,'I I"" .... 

com~onent o! this prog:-am will beneti t SoCal t s ratepa.yers: ~':~If the ~.::: .. - .. " 
... : "" <. - ,', :~ t';:' ': ';:::-- . \' ..... :- ~ ~:-- .... ,.. ~::. '. -: ~_ - -.;:", ~~ ...... ":' -:-:-. ., ...... , .' :; :: ,', ;. "'4. ~ c., " ..... ~ 

:-e3..l. esta.te industry h.a.s, interest in' becoming. familiar-' with energy 
,.', .. ,_:.~-',_.,,:, .. -,::: _ ...... _ .::~:._,r: ... :- .~:::--:._~_':~:'_:--::: __ -r :-._>;..-;.:,,:.,,~,...,R"" ... fl·~ ... ~ ~_.: .. '- ~ "~'!.: 

cO:lse:-va'tion.,. it should undertake. the type of p.rogr·sIIC SoCal . i's ". - . - . .,,, -
""" ", - _.--~ ..... -" ... ,b ........ _ .... .- ........ ' _"'" ''''., - ..... 1"", ',.+ '~.~-""'~::... .. ' .. 'f-fOo(O"'" _~"._ .. ~"'~I" 

proposi·~i •. ~.~ A.cc~or~in~y.I'·, we -~111·3.J.iov.~llai!· the -reques~eo. ~ a.mouiit'~'in' ~- -) .. 
orc.e:'· tha.~· s¢c~ =ay.contin~~~·. i~~~"~t~o-¥';-:s ~ik·ib.e-:~e~doi;'c~: ;),":,~~ :.:-:.~:':::~~;:;~:. 
... ;:.,::.... '-."." : . .:.. ::- ~... :.~: ~ ~ ".:'-:;. '_' ...... - ~ .,: .... ::: ~ .:,' ':~.:,'"":,~ ,:<.::~~,,:- .~: .~,::,:,: ~ ..:,;.::" .:.. S .:~~..::- _:- '> "': '.:: !~" .. \: 
.:.~e:-;;r .:._!iclency Aud1 ts" . _, _~. .' . . . ,,- , . . 

.. .. .. _. ... __ ,._ _~. '- • "- '. ~ _.,;,. , ,..:" '(' I , ::-.. ~\. ' '""-.'-,' .... -.-"""~ r-"- ~ _ _ •• 0# ,':":, ""K,-, _ - "'" ~ , ... ,' ........ ,.. ... 

SoCal proposed a. funding level o!$9'~'180 ,800 "f"o'r- i't's· :Ener'gy" -'-
.~ :. .:: .... "':- '"",':." ~ -:':. ,"'., ... :..: ~',,' ,~. ::" ,~' ,: -:' :- ":'- .... =. :, ': .-:.: ,;,<~, ~ :: Y':·" ::.,: /" :: ~~~ ~ ~ ;: ~~ ~" 

E!!:'ciencj -orog::-a:Il. This program- provides .a. ... ·ariety o! auditing 
se:'·Tices !o';"'co~~-;'ciai"~d" i:;:d';s··t'r-i~l ··c"'u~t~~ie~~-;-.:"": ;:.::: . ~:-:-,:<:::.:' :..:.., : .. ' 

. ::;e~ -s.ta!!"+:-;~:o·m:;,.~:::e:~'d deie"tiri¥" c:e:;t~ii~'~'k\~l~t:~es' :~~i~1i!n~ :'.::: 
-:he ~:-og:-a:n · ... r.:.-ch ';ad7 ~l~ow -6~~st~'efi~c;;i-:;;;'ei:~ ·~"e~,;r,t~-:. ::c~O:~;ls~io:n ~o~:f :"::: ~ 

~'. ' '.- .. ,'":.:: "' .. ~.~~-: -:-\ ..... :-" ... -: ~.:: ~,: .... _;,.::.~;~'.:. I:"':':'''::'_I'''~:':' ... :,.',:" ~:,;,." . .,,' :~~\:-r..,;.:.-=-:,,' .. .:;.:f', 
those acti v~ ties, stat! a.rgJ.ed, ·"'ould enhance t!le prog:-am t s cost- .,. 

'" ...... , ...... ph ,.-,.. :" r\ ....... _ ,'" .... ..., """. f'"t( i- .. ~ " •.•. 

e~!ec":i veness. ~::'e p:-og:-am elements lega.l sta!!' 'woul"d "d'rsarlo'w S:::e':- , ... -
~..: " .' ."', :,~, ~'." ~:-, .-: .:. :~ ... :-- ~ " l' ;..: ,"<' .... ~.,:.: "::' .~ -: ~'~"~. ~ : '~ • .:.. I; .. : \- ,; .': .. =- ."'! ::j~ ;" I'~ .. ~, -:. :. c. ;: 

P:-o!ess:l..onal _Com.:nun.ic-at10ns,. Del.i:ning, ,Services,. Energj :{a.n:a.gement 
A:.3.l:rse"S·~· .Me~;.~· -k;aie.~:;;'nd: ii:iins.;s· ,: ~d: :Ga.'s-: ;co~ii:-~v:a';io;::'Aii'¥i#;;'. ::-.::':-

.-'" - .. ,~.- .. , ......... ~ ... --:.o\ ....... :', .. ::::":.:..:: ";::,.oo::'2·:!~ ~~:".:~::: .. ~.:~~.'.::::. :1lj::~:~:":::'''/':;''~ 
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. - - :ie·rll-l. ado'tlt Le.ga! ,.1)ivis.i<lonr.sta.!~:'s ;.l:ecommendat1on·,. with 
• .... ~ ---'"" -~ ......... -..... ~.. -,.:' _ ." ';" _, _... _ ... ".""'''':" • ..,..' ..... J.,..J ....... _.......... • _ .I ..... 

t~e exception~ ot:-:the :"proP9s~d ~Gas .·Conserva.tion .Analyses,-_ ,We~.cons!.der, ~ . ~ .. " .. - .. - ... "' '"-.' '- - ... -, v. _ _..... ,~, .... , t.,! .... ~~'!o. +...... _."" ~ _ ...,' .......... ; .,l. 

t~~ t~is program,· element ~u.l!i"l~s. 3.!l.important oofu.nction,.!'aJ:ld.,-rllll'·" .~.:.: 
I, • - , -- - ........ _.' •• ___ .... , ....... _ ..... ~., ", •• ~ .... ___ .... _ 

there!ore o. re:tain roughly two-::thirds of;: its ". 'budge~:J'" red uC'ing 1;t:. by .. _.,~. ~!" ~ 
- \..... ... ... ~ __ ,,_ ~ .. - .... - - ~ I "'-..., _~ ...... _ 

$600,000... :o'!b.e _ total::.dis.allowan~e '":~rom:"'th.e :ob:udg~:t~o:f; th!!..;:~~~~~ c':: .~::- c=:;-:': 

Et!iciency.::Aud1ts::program-: is:,S, ,568;;.099.-:~;: ':y: ~.'.. :::2:;:':: ',' .c.:; ,:.z'~"":-:-~~ ":.:::: '.:"::: 0 

New Commercial 

s~rv~ce or co:tac~ SoCa:·r~~a.rd1~g ~lann1ng of ~~w se~vice. 

- 4""·-- .............. -
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;:: ~'~ie ~a.gree ·";.ii-1£h ~s~!':.:-~:he :ben~i~:i ia.:te1ie.Y~!"d:eTi'Ve: ~tOm::=:c''':':' 
... , _ __ ".. ..... "h:' _,.. .• _~~~.~_,";:"_ .. , ........ " .. : __ ...... __ "" ... , • ..., ....... , _ ' .. ~.,.., .... ' ..... ' 

~!li3 ~:'og:'u' ~are-too "1.mcerta.in -to ;J'urtifY' '·!und~ing -tliis: "progra:m:~· ;",.- ':":'-:~,!'. 

Co~enerat-tori' P!--'oSram: ::~".: :~'.: .. :: ::.,': ':'::,',:;': ~ :. .:.:. .... ~:. ... : . ':<..': ~:::: ~ !:,:-!.~ C':'~~:':;':'::::~ 

'SO'Cal ~proposed: '~~ipeud;irig -:S;',"'38~;200:~~n:C:i 9s:J' en: co:ge:n:e-r:a.tt-o.'ll-;:':-~: 

ineluding $2,718.000 !or i:o.cent1ves. .':~'}.~J~,:::~~:'-~-: 

SoCa.l has been incurring expenditures for this program~~~"~~'"~":'""'::: 

since 1979':': ::So ~ta:r~lle :~rogram na.s ·,:res'Uit'ect·:fii: tb.e);.s::rgniri'g·::O~ 12 

cont:'acts!or !e'a:s'±"b~i:i:ty '·gtudi~s:·~ '=E:owe:Ye~r:, :::nO: cogeri'~'n.'t:fO'n:' p.:tant'-: o::~;·c: 

'b 
. '-'-' - ~ I- " " .... ,jI:f' '. - ~." .~ .,., -. ............ • ....... ... - ........ '. - - ... - .... - - .......... r .,. '. 7. ,..... ...,..,. ~ ~ "" - .. has jet een·cons-t:'Uc-:e.,.;.·"·~~'··· ",""', - . ,,'. '., .. _-, .~"~- .1.- ,--' .~- ""~ " •. --'-':" 

So !a.r the:'e is ::'0 evidence o! savings !romlt~s~.r.:w::am:; .. <,",:~.: 
!n addi tio~', =the . p~o;1s:t6ns::o! ::Ont::2; i~:c·pr~per'I:r::'i:ip'J.·eme:n:te~; o!'!er 
ac.ec;.ua::e :na:-ket i'::.eent:tve$':!ot::deveIo':pmerit::Oof dogen~:'-a.t·i6n pr·oj-ects.~:,::~.::-

:. '. -:~llere!6:-e;··; .... e ViII ~no;;::proviae"':!¢r~ r·a:te:payer:~dr.n:g:ot"-:: '::': .. ~~:," 
this -prog::am :'::~ . 1·:983'. ~ : ~ : _. -::: .. : .': : .. ;;t~1 ,'.:: :~.,..::} ::..: ': :.. ~ ~ ~ ::~; ~ ~~ :::.: .'":. ~~::"":: ~.~::::: 0 ~ 
~ .,a>'~ t<fa.IHN' " C t" - t-i ~-'""'~"'.'.- -",,1' ...... - -::",. ,01."'- -,..,.," ... ~, .. .,:" ....... ~~- ....... ' .. / .. ",':" •• ;"t ;l.eSl.l.i.en..: · .. ew ons rue on- .. _'. - .. ..;--_." .. ~'". ~ ..... '-- w' ... • ... "~,,,,,.'--'-"" 

Se~ice ... to Cus·tomers - -, - '7 ... ;::. ,,: "": '~,':. :,:-: . .., ':::>:-08': ·2 Ct-:. ~ - s-= ,,: ':II:'~I ~~>:;..: 
:::- 'SoCal c.~eques"te-d St,.9;·6 ,.800",to. ,",~Ulld.ci·ts"Re.s~dential .. ;t{e:w .. .; ... ""~~. 

..... . _ • ,',..' _ • • .... _,'. • ,_ • ".' '""' ,... .... __ ....... 1__ ........... __ ,;." ._1.. _I ...... ;" ~ ... ,' •• " ... ., ..... ' ~,,,, -'_.;." 

Cons-:ruction·",Service~ to,:: Cus~omer Program-... ~he, .... program ·is.' listed as .. ~~,,_ 
• • ~ - ~.... "..... _...... ~ ..... ___ ... _ ... '.,..J' _' •• , to. """ ~ _.... ' .. 

;:8.:''': o~ SoCal ~ s -: ~ Conserva t i·on ::SU"ppo:~:t :Activi·~i:&s ~: :,:h~ ,:~t;a. ~ed.-; ..: ''; '.<: ',':-;' ': 
" ' ~ 

o'bj ecti ve o~ the..: program is <1;0 ~enc-o\tra.ge the .. ,local,·.builc.ing'A·commu:c.i'tY,-,," - " .' .. ' .' -, ... ~.... . '"- .. _.". . ... ... "~". ~ -.. -' .. .......... " 

to p:'ovic.e.::.ew.:!lomes ,w!Licn:;-a;::e:more ·energy-e~:t.:icien.t",::: -:;::'::~ ::: 
!n: SoCal:' s-las:t gene:,al· rate case ,-. :!listCommission~ - .'- ~ ... " ',,_ 

. • .•• ,.~ •.. " •• ~ .... _ ........ '-'" .-....- .... IJ ............. ~l ... ' ............. .;.,' ... 

c;.uestioned the.-value oi":-the .;New-:Cons-t~uction",:pr.ogram-a.:l.d. statec. ~b.a -:-. , : 
. ... _., .,. _ _ ; _i._ ... II ·.~A ,." ~ • , 

SoCs.! :nus,"\:: ~e . a~le~ ,to:- dem9.n!.~ra::e -, ::na~~ ':"sayi:::.gs can~ ~~L d;.:'ec;tIy, ..... _ .,' ':.: ""0:-
•• u ...... , ._, •••• • __ ..... _, .... -' _:,. '" .".......... ......... .. ....... '., ....... ,: • ..,.._ _""'- l.p _ 

a. ":"::-i'bt:.table:, to.: its .. e~!orts _ .. ~ .. Nonetheless J ,SoCal_pl:oj ec~s .:.,no _ ene::gr~." __ 
• • , _ ••• •• _~, .. ,_ " •• -" ~_ ,,_ ...... ~ H ~ .... .. ..... -. .. '. _ .. ~ .... .... _... .. '":~ ""' ......... 

sa"li:lgs-as.:8.: c..i.:,ec:t .. :'.esu.l~. ot tb.is- 'Orog:-SlII-, .. ~. ?u.r'the:-,-:: tb.e N pr.ogramc ' ~_ ", 
.. ., ... '- '" - ; ...................... , .. ','" _ ..... _ '-'AI" • __ ~, ................. ~_ ... __ ............ " 

c.~scri:ption~ ot~ered': i:l~ Exhi'b i t ~3r :-eveals. tha-:'_SoCa.l_seeks to .. use .. ~ .. _ " .. 
~_" .•.. ~ . "" - ~ .' • _ .... ~ • ,~... _,_,.,-" ..... 1 ___ ...... __ ... _ ... ~ ___ ..... __ A.l""",,,,~ ~ I.::', .. i __ -:. 

tb.ese p:r.og':'a.m~ .. fur.d.s~ to:, .encour.age~ the' instaJ.~a.ti.o.c.:. of'., gas,,. .. ~a.:ther .. ;th~_ ." . ...., - ~ - ~ . ~ .. ~. ~ - '- __ ,~ - - ._ ..... '-.. .. _ _ _e .. '. 'wi "" .,. ,. '""' ,-,,. _ </It~ ..... _' ..... \0 -. ,if 

electric, !lome a;:pliances", While th.e choice of gas J a.s -opp~sed_ t·o,,;. --'.-," . - ... '" .... ~. ... "', ..... ~ 



e:'eet:"~- a:~~::"'~ces .:I.8.:r-,~e. a.. .p,r,uc..e~t en-d-1.1S-&. ,d..ecis.1,on~,:j{.e, .do.:"no-:' 
_. .. ..... c .... _ .,.., _. '", ~ • _ • J... ,_ I. ...... _ _ _ _" , .... _ .. __ "_' ~ '""" ....... _'" ........... I,~_ -. 

ag:-ee .~ th :-$O,C:a.:L ~th~t.:i?: ~t:a-;.e::pa!.:~;s.:,.:. ~h.~~d.-: .::~d:~.t;~i ~~ :,a.x:,-:!;t~.~~,o~C:: ::.::;:~ 
i~ue:.ee "that choice.. We will disallow SoCal t s funding,.in- t.h.i;s. ~_", ~.~~ . ...," 

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

: ' S:oCal. ',i,nel:llded· $7 .. 5-.. ·1Il1"1.1·1on ~,i:l' o.ther, -ace,oun t.S "4 to ~OVer\:· .'~~'"" 
, " - •• • • .. ... • ~ ... • '-">.. • .- .' ....... - ... _ _.... ... .""-'... _' '-i' • ... . .... .:,.-t .... 1 ... __ .... 

sup:po:"t ,~a.nc.: ove-:",~a.d:,~~o~ i,";,s .tI1a.in.·~'Pr:ogr.a.ms:-= ,:. ::,,'(e "'::~:s~ :-::~~~~e -::~~i~ t :,.:: -::::"::::-: 

a.:lou;n:t in c.i!"ect proportioll to tile other :-educt~ons.~a.dopt.ed. "' .. ,,....r '-.,," "'_~' 
- .. '" ... -- ..... ~ _ ...... _ .... n ~ _ .. ~ '... .... ..... '" • 

-: ,: '.:.: I::J. its. =J.as.t: ge,n:e:oa.l..-ra:te :proC'e'~di:o.g, .. (.A ... ,9;,\6 )., ,~S<lCa.l,...:wa.s .. '" ," ,..-
~ .~ ., • '. ~ .. '_ ..... - -' .... -... - - • ..,.. ~ .. - ..- - .... to- ...... ...... ..... ... • .. , __ '" ... _, _ ... _ ~.., ..... 

a.1l-:::'o:-::z~d. :to tile. ,~or" ,·,~d ~eee1v:e:::~p'" :,t,o ~$S; ,:~1~li~1?-:;~;_~ -: ,.,<~,:-:,:::= '.:'-: ::':"".= ".'':'':' 

"co!l$ervation ~r:ewe.r,d"'_ .it :--i·t achieved, ·a.-sp~citl:ed. level-ot .. ,~edueed. 
..... ~. - "'.. .," _... - _. '. - .. - - __ .. _I ..... _ 

constl:llption in iligh. prio!"i ty classes. On April 1 &, . 1:Q~2, ::~o~~~i~~:.:::-
... . 

Ac.v'iee Letter 1310 tor the $5 million !"ewa!"d.':-.;:Fol,lowi,ng hea=±ng.),.,:~~.:::;.;.~.;:: 

issu.ed :n~,82.-1.~--::~.~1, . da.t~d ~et~~~:: 6~, ~~~2: .".w.~-::d.~~:~e.~~h~t~,oC.a.I': \.-:~.:; _ 
had achieved -the 'r'equ±:-ed" J:eve-J: -of" sav£ngs':::and: s.u"tho':-:tZ'ed..:.SoCal to ., 

. .-. 'n.. ~ _ p .. _ ... .....'..... __." ..- _ """..4- """ 

:-ecove:- the~S5 tIlill:ton-:-9ward'bY-!ll.lng tari!!s"cons'fstent:.w:tth-t-he:-::::;:.:" 
:-a-:e c.esign deie::-ib-~d i!l~that ':de'el,sfon ::a.l'ong :'v!th:":the:.t'artt!s: 08 '::::: ;:"-:..:.-:-:: 

!"e!iec~~ng: the:"revenue '~inerease gr-a..."lted:- in: th.1Sp-roeeed i::1g; ": C ',-::,:- ~ ,:. ~ :': 
I::. th.is pro'ceedlll:g't -X;5r081 ~-:SO:Ca!'~:pr'o':pO:s'ed':'a;~sim:l:J:ar': -='!:-:: ::: =­

:-e·.a::c. '!or test year: f98;:-'o'!' $7':' Inl:llion: ':' ,: III D:82-08..:.o1'42dated 
AUg:l5t '4, ~ 1'982,' we- cO:ris fd:e:e~F conservat1ori-:'1ncenti:ves:::as';:pa:rt or;: ~ ::. :-::'~':-':: 
?Gac3' s ge:~~a.:-:-a te::case p:r'oc"e'edl::1g-' and":' eonc-!.\:a~d':: tb:a.t::,: :-.( 1 ~): the:::: ':-~::':: S 
proposed'- conse::vati6ii ~<tl';'o~6sals ' .. ' a.~e·";:ie!the:-·' ::.ecessarY:-rio::-:: a.ppr6':pr':l:ate:-: -,' 
a~ ";h.;!.s::"";l!lle~: 8.!'lC;~ '(2) - no:'" c-6"nse:"Va. t'ion:: plan~, 'bejo'nd~ '"tb.a:t:"u,r~adY';;'1n::~,::..: \'.:. 

_ .. .... . ...,' ". •. -..,,'-; - ,...,. . ~ '. _ ~ ,', _ ..... ~ ' ...... -~ ,..,: _ .r........ .. " _" .. -flo; ..... ....... ;.. 

p~a.ee, should be' i:o.pleme::J.ted"to:--PG&E. Therea.!ter';-SoCa.!-!ormal!.y~· ... ,~'~'-
.... ! ";:;:d:~e"~':~ its;' proposai: to:-- i- $7'-~ 5':' i.ill.:ion~' '-";e01ls:e:-:-va:t:!.on:::':r-e·W'a:~"'2 :i'nC;::<>:':-::­
~es~ j'"ea.~~ r9S:;::' ~ - :: ~ )-~': '."':-:- ';' ~~ :-:~i: . ;::I~~~::~;-~:::: C"::::.:-: ~ ~~-::;!J':.":':;' 
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.\. _ .... ,\ .. -111' 1';;"".:. I 

.t __ ~. ,.'.>_r~ ' ... ' _ ..... l"'~ 

,. • •• ,,... , .... • _ ",". .', .... f _ • _ ~ I ............. , ---: 00:-' /". "I,." ......... _ _.. ... . .J.. ~.-.... ' .. , ...... ~, _ ~ ~ I", _ ' .... 

!·X: . !tesea:"ch:~ Development,- and ·Demo'ns·tr'at1e:in-- ... " -" -" . ,.... , .... 
. " ,- ,,. , ':.: ....... _ ~ .• 7' .... ' ~: _ .. ~ ~ .. ' ._ ; .. ~ ,-~' .. "': ... ~':': ::' ~; :: :: -: ~ ~ ~ ,,::: ~ ~ ~ :. :. ~ j..' 

Overview . . 
~... - ....... ,..." 

.I'r .:':": .:.. >' :: :- :' "~ .. "': r',': t': '.~' ..: r: ~ : :~ ':',\ ~ ::';:'~".:'~::'::: 10":':":: :.: ': >:::- .:"'It~ 

SoCal reques.ted.. $9,.885 ,000.::in.. test, y:ear .1..983.~t.o.,.sup1'or:t_ .. j.:es. __ ., 
". , ... ..... .. '. -,. ..."'....on" ..."._...... " •.. ~. _' ... ~. '.' ~... ........ __ _ _ ,Ii',.. .'..... '.. • ...... __ .' .... _, 

':'esearc!l,.: develo'Oment.,... and. demol1sus.ti.on. .. (..~&D)-.program.;.~ .S·Uf.! .......... ~ .~.~ 
'". ~ ............. ",~,,..., •••• - .. ,,-0 ......... ' __ • ..J' ... _ ......... ' ....... _ .. " •••• 'W'_\- ........ _ ........ "y ........ _. 

recommend..ed a. .red:uction. 0: .. $1.,.243,.000 .. in S.o,Cal.t,...s. r:.eques.t... ~.:~':., '":.':-:: 
.. So~p~o:po~ed ·!und.ing 49.~-;,~~;ea.~cb..~:P·~oj.e,c..t~ "io~~~;t.he~)e.st~. , 

yea: , 983.' , ·s.t.~!·.r:,eco,mmended :t.b.~~~ ,iuncli~g. -b~~r.~-d~~:ed .~o~r·-s~~e~.~. ~ .. -~ _:-~ " 
p:o:eets; "~i£:n:'-:l~ted :or . two ,- "and~dd;d tdr ~t';o ·p;·o·iect·~ .. ·"~l;c,a.i:: .. ~= " ~ ~ . ~ ... ~' ..... "'.-" ...................... , 
Ex:':' 'b:' ts ;), .. 34., a.n~ .35 .. p:oyi,de .. a. des.cr.1pt.iot.,o:!- the :p]:o j e.e:ts .. and. 

~ - . •. -". . ,-•• ,.... . "" " ~ ...... _ \. ,_ ,".. _"'r ' •• _ ".' ' ... :' .... " -...... ~ .... _ .... v 

expla:':l the .. process 'oy ,whichj:lroj,ec.ts;.are _sel.ec.te_~ _~or tundic.g. ___ ",',' ~_., 
~ '.,.'~". .. '. ~. _ _ ...'. . .. w._'...... .......,.' . , _. __ . ) ~ :1.... ....'...... w .... _ ..... ' ...... ~ ...... ~ " ......... _' ," "'\. 

S¢Cs.! 's. RD8:D :p:,og:'s.:ll ~..ra.s. pres.en.ted .. by .Samue.l., J •• : .. Cunn1ngb.u .. ,.:o.anage:r~., __ .''',,' 
~.. , ..... • __ .... <10 "" • ", ? _ ...... ' ',.' ___ .......... _, ' •• ,~, ... .-\o. ... ' ..... ~~. _,., If' ... , .................. ., ........... _ .... ' 

o~ Resea.:-ch .. _.Sta.f'f' s. 1'051 t10n ,w;a.s:j:I.re.s.e,nt,ed. o;r.Rame . .sh_J:.os.hl p, •• ,5.en1or,._.,,~:-
• 'Or. q ' -- ~ _ n. .... .> ,',"'.0,' +,.~ ., \. ...... ... __ h _ ..... <... . ,~:.~"' ~ ' ... 'ioI.oJ \....-~"::, ... _ .. ~'- .. , • ..:.~.~ .... (~,\,. "_' ....... '''' .... 

utilitie.s _~ngi:l.ee,:, .•. _ '._~. _ ,_?," ... ~ __ ~.' ',.,_ ",;~,.,_ .. _.,.~ ~.~,,;,' ...,_= ~., ..... '~""""_ 
?osi tion: ois'ta'fi~,:'" :='.~.'.; ~;. -.:,~.; ... ~:.'~':~;.~ "~~~: ;.: .. ; -~~ ~';; ~.~:: ~.:;~ ~ .;~ ';:.;;~: ;~:: .. ~"~; 

Sta!targu~d .that ... Soq.~'_s .r..equ~s~ ~o_r.. ~RD.&D !:unA~'\ .. S,h~.u1d be.,_ 
:ec.~cec..,,;o ~ei~ir.a";e·.:pr.~·£~~-ti· :that. ~d~Ul',li:;a:{e _~:h~":~i.!o.r.j~= .9i~0~~h~:: ~ .. , : :.~ 

• - - ~, .--., ... , ... ..' , •• " '. ". - ,". ", "' - ....... ,~. I~ • L _ ~ "." ' •• ; .. ' ....... _' ... .... •• 'W' _ .... _ .. 'W\ _ ...,.. • .. -'~. _ ...,' •• ~' •• 

i~s't;i tu't;io~s .0t: w~ich. a..ree_ oth.er"':.1.se. ~iml'~r,:<J.~_e ... ~~.~;_ Al.SO , .... ~1::~'f.'!' l'_oi:l;.t_~.~ ..... _: 
, ._. '" - - ... ">- - '._,.. ........- •• ••• ,_.., ' .... _ _,. _/ _... .. ...... _ "". ....' -..J..... ~ '""'" ... ' __ ... ... .... ,,'''' .......... " _ ~ ' ..... 

out tha."; expenses tor RD&!) have increa.sed at a. ra.pid pa.ce.. S·t.a.tf' _ ..... ___ '-
asked. that ·.,e consider S¢Cal t s , 98, request in .terms of' :pr.i,o:r ::r.ea."r. ~ ~ ~'-' ~ .~ 

-,"',.,...-~ ............. _ ...... - ..... 
expendi~~.'Ur.~:_.~e~~e~~s :.~.h:i.~,~:.a.=~~.:=.::: ,,;.,.~" ,-:-,;:.~ :-:-; :~~:~: ~'~J.;:~:.;~ ':~.:::'o3 

.': .::. ::: ,: ": :~ _ ; '=~~9: '::; . .... :.: ~ :: ~~~;..:p ';,,:~? ~.p.PP, '.!: :.:,~,:, -,:. ':':: ~ .: ';' ~.:: ;::~ _' ~ ~ 
.~.: .. ::.:. - J..9.80 .'~. ___ ~ .. ~ Se.,";6.9.,.OO.Or ... '"' ..... -:: .•••. _.'-._~ ... "':., 
" ......... '_ 'c'"._ ~_ ~., ... ",.~ .. ,._ .... ~4 .... ____ .... _ ".~" .. '" , ..... "'-- ...... '..J , ..... ~ '.::. ... _ ...... _"""'.~ 

-_ •. _ .• " ._,.. .'.981,,, .... ~~ .. _ .... -~7,5§f3;,_~O'O·,_ ... _~ __ ._._,_~ '._~" 
• - - •• _ ...... _ q •• " ~. ~ __ • • .. ...,,, ". b __ '\-, ...... '., "" .. ' .. ""... ~"' .. _ _ .... "" .. _, -:'.. _ ....... ~ _ ......... 

. ',' '. _.' ~ ~ _. 1.982.,. ~ ....... _ .,' .. N'.o~~ Ma.:ra.i1a.~.le c' ~ ....... o. ,,_ _ ~ ~ __ • (_.: 

' .. , ~.': .. _' ~?·eiuest .. ~!o.~· \~8i .. ~ . '-~.=.-.,~ .. -·$~i,~:§.5 .. ,p~q~ ~,~ ,.- :.~. -r:: .~~ .... ~- ~ ~:: ~ :'::: 
...... - .. -., •• ~ - ~"".' .... ~J'. - ................... ' ... II" .... ~'._ ... ,"., .. t" •• · ............. " ...... ,.- ... .,.,., ... 't,.' _~ "~ .... _ .. _ .• "" ........ ..... 

Star: a=gu.ed that SoC~-:t_s; ~RD.d:D:. ;p;r-o:gram.,.~i.-s-;~.r.-aJ.ly: .. :;;~- -:. :;~.: ~'.":.;: 

c.:'ree:ted- ~a~ e:n-c.-use-s,,:e- ... g.1mpt'O~velll.@.t$: i~:o.~.·app-li'an~e- . ..e.t:!:.ic-:1e.'n.-cy,. 
:. eve:o pme:l::· ~o'! . ,gas ~ C'O'Un-:'e~p a:::-t·s to ,e l:e.e:t::i:e: :e:evi -c:e S:,," e;te: .. :: :;.s..ta~ :.:,: . .... .._ 
e.:-g'.:ec. t:::.a -: :tte :-a..t~a-ye:",: :sb:o:!.l.l-:d: ~.~o·.t\ :b-e ~~o:~c:ed. .~~~ :!und: :::p:~,j:ec:t:s:, ·1Ih:i:C:b.:; '"::: 

. -,'" 

4"6 .: -
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a.:'e intended to imp.roye .. So.C.alf~. marke.t~sl:l.a.re,y.i.9-a:-xis· ,el:ectr.ic 
• " ••• , ... -.' .... " •• ~ .... -.<, •• , - .... •• .' -, ....... 0, ___ ... .. '. -..... • ... _ ........ ',." '-' .. , ~ _ ,. .......... 

u::ili ties. Sta.!:! notea-that-Im"£)-i~-ap:pl·ia:l.ce e~fiency i-s, as SoCal 
Vi-:::.ess Cunningham testi~iedp 'being conducted by a. num'ber o!' gas .• :,.::.\ .... ~ .. :-
a.ppliance ::anut'ic't~::e~s ~..rho,; ha.ve"' a~mo"'r-;' -.A:¥aJ.:::il1teres-i~in ~h7e-:':;: 
su'b j ect. Addi~ion8.liY'; :·st3.!£state£ cieseai"dh' groups '~un"d;d' \'bi SociJ:' :-:::,,-

... ~ .. '".... .... . ,,, , .::' ~.... "".... .... _ " ......... _ ~ ;~ ,., _ ,'" k,~ ~ ....... (, ,_ ......... .,., "j _ 

a.:ld other gas ut':[li t':!:e~" conduct" s!:u.i1:ar' RD'&D pr'o'j eo't's' ~:r:o.' 'gas" supply"" ~ - .,.' 
and use··te·chi.olo~i:i. :'. ~Tho:s~' "gio"u:ps:·in:cl~de"t1ie~':G'8.s; :Re:;e:a:;cb.:;:i~S'ti tute 

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

(GR:) ~ -:!le AG)..', the ·tns't:ltu-:e' 0:-' ·Ga.s~ ·'!ecb.:lorogy'; -it':dw 'the- "'Paci!i"c" "Gas"·· 
.. ," .- .' , • o. ~ ._' .:_:' ~'."':.:: • )")11.'-: -: : ... : ~<1;:"" ~,~t: ~=..:.,,:,~. l' :::':.<." :1- '-: . . .1.ssocia;:ion;-.- " 

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

-:'S-::a:i!' ·rl-t:less~ io:sl:l.i -t~s·t{iie:c. -thit" 'iie- ::-ex~ine:d 'So:Cal~':s :'49: '.::. ~ ::.:. 
'0:'0 j ec-: 'O:,'o'OosiJ:~'. ":Re 'd:e";e!"~'i::l.ecf ~~b:at s:evin "~ei ;'t'b.~i~ :':p:ro-'j:e~s'--::- :-..: ~:~.: ~:: '. 
.. " .-" ..... '''''' .. ,W'"~",, c,.... ... ',~ ,_,.r,; ... _" _ ~-""',.,"'''''_ .... t.,~. _,'._". ~ __ "'.",":- ," .. ' ... , ... ,.....,~,": 

'4:':'antedbudge-:' . red'uct'i'on's-' an-d' -twosho'Urd:'b'e- e1.1m-lna-:ed~,~ V'iz-:'~'" th-e -" .. ~ ~ 
~, '-.' -. - - . ." -,.;: -~ ,,: . . -. ,,, " ".. - .',....,...... -, " -. ,... - ...... ,. ..... ~ .... , - '::' ,.... ,...... ",' ',,' =- '": ..... \ 

?b.aseCha:ige· "3n:e:-'gy 'Storage' Pro j"ec'tand'" t'he"1l:yd"r'o'gen G'ener'a t!oli ",'.,': . - '" 
':!:ec:miques ?:-oject. '!he sta.!!' reductions we:-e pa.rtialii<o:ris~~t :b'ji;"':-·~':: 

......... I~ ...... ? ot:'I...... '.r .... "" .. ···." -., ':-' 

the addi tion o~ two proj ects recommended: 'by the staff wi:tn-e:ss,.:;::"'Th:e1·~ 
a:'e ('!:)a:c'o'mme:"cr~1. l~~"l.d:r:l: s~tuo.i: 'cost'rrii ~$5C-~;O~OO ~a£d:- ':(2): ::(f~::; 
none:'eet~i~' 'igrii t'i~;~ "p~rojec't 'co;ti';'g"$,:'~6 ;~o60.:>' :iiso /~So'cai ':a.ncf:-st~a!'i::'- e 
sti:Pu1atea"t~ ~:S";'50'p6oo:' re'~~~'t"i~;; :tor' th; 'F~~e~di;;i:' Gi-"s:rf'ic7~t1:;o"rf ~ :";:: -:;-'.::-:': 

• .~ ..... - .. • - ~;. ...~ :--~: ~ •• ~~ .:~~ ,-: ~ :: .": .+. : '\~ ~":.:"'. :::":' c? -: ': -: c.. ,::.,::.~ ':1 ~;: a:. Z' ~:~: ~--: ~ ::-:-:' 
?~oject"" -' , 

..... ". -, ~ - -- .. _-

SoCal argued that its test year RD:&D:~·pr~g:.~ :c~oitlo''rm;~~h:~':::'::c' 
","'" -"""" ~ -.- -_ ..... 

-:::'e g-.:.idelines set ~orth in 'D:.86595 and a.!tir:ned i:1 D. 92497 • 
Acco:-c.i::.g -:0 SoCa.l, the: iol1'o:";ing c:"'i te:-ia :ii'o'm D .86595 a:-e 3.."l. ,. ..,. - .... ~- , ... ,.. .. ..:..... " 

i::.~eg=a:. pa:-~ o~ its project' evaluation and's":electio:l. process: 
E.esea:'ch p:'oj ects s~ouii'p:-o~d~e de:a::.c. :-e~~-=C::;'ion and ene':g:{ savi::.gs, 
:?:,otee-:io:l o! the en';i-r'o·rlm~e~n.-:~} sa!etj", i::J,p;J;e:d -:5'~:ppry.·,:,:;e;b.nOlogy ~ 
and increased: ·com.pany o.pe:ra.tt:ng. e~t'!:fcie'ncy~.;: -:."::.-: :-': ;':':,"';;. ':',:.:.,:-S 

SO'Ca.!' ·p:6.in:~ed' out· ~that: s-'I;a:!'~,.. "'!n~ :Zts ,evalua;t:ron--.:o'~' S'oCar~s:.:',,:: :. 

a" ... '.:.3.:. ?:l&D '::e :?o·:-t's: to··tne ~ mm:1"sS::!:o·n, :s't a:~e:d: :,-:ha:t:.:.SO:C aI:":s ':'RD&:D: ~, ::: ;: ~:. ",'': 

- J.3·-
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S'o-CiJ. "~ted: :.tbA't-the- ~a~f'n:tne-s'i-:-;iieef '::i~-1:ii'"-s-::~:est1m~ny~':"::'::': 
< '+ ~ "..' r .. ". ', .. " ,_ '_',"" ........ r - •• ' ..... ,._ ................ ''\_ .... \ .... <~., 'of" .... ~ f" ' . 

~=.a"; all-seven- proj ee't:s ':-eeommended -fo~~l'art1a:!:-·lifsaJ;1'-o:.",anee:,.: S;S'·'::we'II>C:::':' 
as the two ~:;:o!ecti '-:-ecommend-ed.~ for totaJ;~dt'sailowa.nee-:;,,:-wo~d:~h'aie:-: :"'.8.-::­

passed the s-:a!f t S ovn method of" ranking, :;lroj ects.. .:>:.'; :,:" :)~.: c- ::-:: ' ..:;:::-::: 

SoCal also n.oted that the st~! ':-w.£tneSi;~es.t.fi:fe:£tha.t 'he 
wo1!ld ha.ve •. -recommended full funding :'for:'the '::ieven c,proJec·ts.,:,":b1it: for 
his oel:fef that": those-proj'eets':':overlappea rlth>GRI :":'res'ea:-c'h:', ::;-~~.::."':'-: ::':.:. .:.~:-:: 

Acco:-din.g--to SoCa.1 ·;n;tuess -C'tl1lliingnam; there ':!s.'::iio :'d"upT:[cat"fon":''':'': .~. ;~:; :'."-.' 
oe":'..-ee:i :~ariY' o!- ~t:'e . seven -::;lro j:ec-:s,~ a.nd;:''':GR!:: re'sea:-eh':: effo,rts ;.':: In :.:::: ':.' :. -"--:':-:~ 
ac.c.i -: ioI:., -'S-e' conte:lds , :- the : seven'~pro j ects'-are:':"ai::ne"d';:-a.t s'p,eet!lc ~ .:::,: :.~. -:-:..:: 
-:ech::.o!ogie3.l: reC!,ui:-ements":o!::SoCaI ":and": ltS:~custoaiers.;.;~;:" ':::;'~": ~~; ,~,: .: :-,::: -.' 

We'~wii! n6",..::turn.·':to a. dlScusslor(:o! the ::s-pe'ci!1e prcj·eet~::::.::::.: 
di~te~enees.' .-.:.~ ~, ...... ,' ~~-::':".-: .~.~::. ~-:~ ~4~~~::-:i:': ~:.~:: ~.~l;,f~:~':; ":':~7,t3 .='~·:~:C'*:~ 

)... Coordlnatl:ori Wl·'th"i·GR·I··~:~:-~""~:·:"-: ::~. ::.~·:;.~·.:: .. ~::::~·c :::.:-:.:::: ':'~It" ''':;::.8,,2 .:::...::-.:;''::-.:::': 

,-:- ;,": :~he seven,":p'rojeets·!or:which":sta.!! .:Wttness::Josb.1. ~edueed=0 :,: :-~: 
expenses: due' to'- dup11ca. tion' .. ·rlth.·":GRIsa.re: a.s·~!ol:l:ows !,', ":0'1/.":':: ::.:. ::,~, ."'. ~ ,:.!;;;~.,::!:'': 

Stat! die. no-: recommend complete elil:1:'nation of' !u.n.d:'ng:!or-:-:-:: 
~:'ese proj ects. Rather, stat! proposed ,t,o...:..el.'1i:.i;na..:t~_t:w:o::t.li:1"r..ds o:r 
the propo:s~ea' "a:no'u.:i'ts ,- :-:ecom.:neud.ing :t·h3:t.,,: the;:remainlr.:g:,··one-"tbl,rO: (0 r 
$4.1 S ,£0-: r ::e- ":)::-ovided :-:0': 'GRI=to.:: ·'Oerm.i:t:" GR1.:~0,": .ex:-o.e.nc.('; :the'.~' 'Sc.o:"Oe~.o~ ~s:'.:.: 

~ .. ... .. .. ~ 

"..... .....~ ... : ......... '," '., ..... _" 
"~ • ~ ...... A •• • ..~ •• _ ... ,.." ...... "_ 

... :-.-_.,­
'-" ....... -..... ....... 
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:-es ea.:ch.t,.o., .acco:m1o.da t.e., ,SoCa.:!., ',3-. -p.a:o chia.l. in. te ~es.t.s _ r,.G i.ve%l. -th-e 
,.' - ._- - ..,.- y ... -. - - _. - - - - .. ,:;- -.... ~ '- ~.. • _..... ..... - ••• ...... .'." .- .... ~- .... ... - - I,.. '.,. _.. __ ... ' _ .,.,. 

:':~o~....a.nee· a.:l.d, -s.!.~iea.nee.o.f' -Cal.ifo:.!lia~s._i:l-:ere.sts,. ... sta.:C~,.believ:es ~-'_ 
- ..• .',"'*' --- ..... ,-- -,. _ ....... '-"" .. ~- ...... ..,.. ... ~-• .'...-.......... ...- .... ,. '''''''~-''/ .... '-''~ ..... "' •• " ... ' .... -_ .... "'.!:... ... , ... '" 

that GR!. ~oII'.i 11- ,ex~a.nd. "its. 'r-esea.rcb. _to. the. extell:t......n.e,c:e.s sa.::y :t,o, ,..me.e,t 
...... -_ ......... ,.-''', •• '\"'.- ........ ~~ .•. -".10.,,'," ... ~ ...... ..-._, .... ""1 ____ , .. : ..... " ....... ~¥' ....... "'::... ""';""" .:"',:";.';:- S.:: 

SoCa.1's objec-:ives. ..::;:-;:>~:-:~ -,.'":..::..:": .... "': ';;:.:: ~::):::';:'= .;.::' :::'':'':J:'::-:: '~'.".~ ::::'-::::8::::-
.. t'. : . .-I!IlJ):oove.d.-.Gla.ss.Me~tel"' ... ,_. __ ,_" .. ~. ~,,~' .. '-.r.-o~ ...,.- ~'" ~ ... ~."'o;: 

- ___ .'10, _'" '--'..,\ \" .. ,) ... 10, ....... _ ... ,." ........ __ ~ _-.v~--. 

-,'. SoCal-Wi tness ~Cunningha.m.., testifie.d t,ha.t thi.s r PtO ject .. was· ;.".,,. .. 
-- •• ,," .... I#~"'"_' T •• _ •• '-_ .='.~ __ '"'''."""" _ ... __ ... _ ..... _ ... ~.,;,_ ... "., .... r ... I~.J,_ ..... __ 1>. .... ,11\ 

Cali~o:-::l.ia-stle.ct!ic: in ··that;:- it. is -designed.·to ,·,produce . ..,a.glass mel te:: .,-: 
.. ., • ".... ........... - .f "* - ',. ." ... --'" ~ ... '.... ____ -. u... _ .... ~ 

wh!.ch ''':!.ll ~meet·~st1"i<:t -Ca1i!or:lia ::l.i::r.ogen .. oxide,.,(.Nox) -emis;sion- _ "'~ .. ~, 
• _ •• T _ _ .,_ ....... _ .... _ •••• ",.~_ •• ,, ___ .... ...- __ ""''" ':. ••• _, ..... _ .......... ,,'. 

s~3.:ll!a:-l!s •. - :::e· test~f'ied -:::b.at.-;GR!"-:-had ... :·no :simi1ar .-::projec~ ::-Y~-;' iZl:.::~~~ce.~ ':.: 
~ ... v·· 

o~": • .. o'C.!d, .!;:l :·the fu:tuT.e, .unde:-take· such:-.a\.pt:0j.ect. -, "St~~" wi t:l.ess . ~ .. _" "" - ,. '\'" _., .. .. ............... ....... , .......... "" - - ......... 

Joshi testi!ied tbt-:the::-mate~ials:~proyided~.: b:r::~SoC~l": ~a~l~d.::t~ .:::.:,::< ::::::: .:.~ 
:!.::l.dieat~.tb.a.t YOx.em~s.s1on r:eduction:wa.s a. key:;~lemeI?-~ ~~.::th1S 

p:-oject. Sta.!! a:-gued that nothing in the record sustains a_c~~~r~~~.:; 

conclusion. SoCal witness CU!lningham's rebuttaJ:;:whi1e- me!?-~i~l!-ing.~:::, .,. 
YOx e:niss:i:ons ,.did~,not,:,sU!!ic1ent1:r::describe.~:the .. ma.nn~r\'in wb.±ch the 

... -
resee.:"ch will involve :em:tss1on,,'·:-eductton .... ·to·,,·wa.rran:t· the :..rejectioll.c, o~ ...... ,"." 

~ " , • " . , ' ... - - .... #. - '>- • ,..,... ._ ' ... '-' ... '" '-'_.t .. ~ 

sta.!~' s evalua tio~:::~' 
2. Indust r-i,ai:.cJgenerat ion -..... , .. ,.- ... -..... " .~i.-: .. v .... 

. -
- ............ " .. ,. '7 ..... , ... ; .. , t"lf~ ... ""~fIIIIII""'_-

Cunningha.m:testif'1ed that. once again, Noi_~~ii'ss1on- e.ontrol'f;: 
',(3.$ a !und2!1ent~: a.~~;et of' this proj ect and not, wi thin ;tne!:.S'eo:p~~t~:;::;;·~ 

~ ~. ~ , 'v'': _., ".--~ :; __ ::. ,~.:: :" f~·,. ~'~;': :' ,.':- ~,' h ::.....: .~~._ 

GRJ:'s othe:-wise si:ni1a.r project. Stat! argued that SoCals.e~su:p.:po;~:.:,::,;:: 
,-.., ..... ,- '-''''''' .. 

'Oa'Oe:-s ~ailed to" indicate that NOx emission abatement Wa.5 an c-:,,:,:::,~,:<::: 
• .. 11.: - .. ~ ..... ~-r "'r"-~"- .. , • .,., .... _ .. ' ~ 

:!.:lpo:-ta.nt ~a.:-t o!:th:ts :9rojee~ 0:- tha.t it might be be:ron~:~~he·':'a.'b'il"i:ty,:-:·:'· 
- ..... - .. "..- -- - -. ..,.. ..... 

o=- GR: to aceouoda;'e~-St~:f' submitted that the' :oeeordr;.does::':not:c::·'·::-:: :'::,.: 
:-e::'ect So Cal ' s~~con~ention tha.t NOx abatement is !undamenta:' t6 .. :~,:-:nis 

). .. AS::D ~ E~at Pu::m'O '. Proj ect ':' .:: :<::: -::: '::.::-.::-::: . -: ',.:-:::- ::::: • ::::",::~, ~ :: -: ::~.::: ':<:-

S·ta!'!'-a.rg'..:.-e.d~ .tha.:t-. Cunn'i::'g.b.a.m ·:-e.l.i~e.~ upo·J:l-.· eny,i.r.o.nmental- ~ _ _ .. __ 
-. '. ' ........... ... • .. ;,.~ ,0,. ... •• - -nO- ~ - ":. Or • ~ __ 

:':'~ac:: ·objec:-;~yes-.:to:.di'S-t·i::.gtli:sb.::· -;!lis,,:p'ro:j~c:t.::·~=9:m 9'R!~'-3::,.h~a.:t:· p~:o~.::. :,; 
:-esea:-cll~ ac.c.i:lg -:hat SoCal i:ltenc.ed to emphasize the use o'! hea.t 
:?u.:::l~s ~o:- coo:'i::g • .. b.i:e Gar was s":u.c.;r:!.:l.g he a. t:!.:lg a.ppl:!.ca.~ions. 

- 4.9~-.. ~- -
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:lot a ~problem:to:·be~solved.'" ':g1veri;:tllat' ~,n~:~ga:s::llea:t':-~um:ps ';we'r~e:: 
presently :na:k~'ed~' :Stat!:' co'ntend.:ed ':tnat' ;'·t-1l:!:S' r'e:s:&ar:6h: ~ts. ~be;i"!lg '':c!on-e, ::::-:: 
":0 develop" a":na:ket for'gas neat ~ PUm~'s':: . ~ - -~:~ ':':':.'~: -::: ':':':,".:::; . :,,:::.::;' :,-:;,": 

4: -Le-ik'Detection':Prcdeet '~""-~.:~-::::":~ ':':.-::.',: .. :'-:::.::-,:; ....... h:'-::-

SoCal intimated. that beeau$e'·:o::f' .... th~ unique: ::n:a.t'ur~e:~~:r-~':: ::" .: ~:--:'.: 
Cali~0:-::.£3. -soils :·a.·-:subst~t1ai eontr:f:oUtioni=:.t'O:~GRI ':s<:p:rO:j eet'c·rs 
required.~·' . Eowever;:' acc'ord'-ing::to ':s'ta!t'~' there': is -=no '.:'ev!~e·nce:::o:n:·;tb.e ::':.:';: 
r~co:-c. to show tha.t· Cal:!o'rnia. s'otls ~eq.'ci.£re::·tb:e ::::i:{ie ~o;f·:"the .:':.: ~ - '::- ::. ::'.~' 
con-:rib~-:£on,' some '$250 ;000; plail:ied . b'y-So:Cal';': -:Co·nsequentIy;:.: '':st'a:!t ': - ':',;:" 
recori6ends the': :-eduction·o! the :reques.ted :"'a.:nount ~:r::two-tn!rds:: '~,:~:,.~,-: . ..:.~ 

-'5: ·:Ie3.'t-Fused:Pla3tic":Re"afr:-Projeet :": .. :'.' . ...::':-:: ':;' ..': .. : :::: :.: ~;::":-:-',.~~ 

... . ~Cunn!::lgham -::testi·!1ed':·that ..:ab'out 80~ of. ":S0C'a;!, S''')le~,(:'mains':: :=:: 
and. se:-vices a.re constructed with pc-Iyethylene-:p,lpe:;;:::- .:Fo~ tb.is"':,:::-:,:';,: --:~"."'; 

:-eason. 7 SoCa.l should know all th.e_..r.am.ifi:C:a..t.tons:oD:.ns:t:a;Il:.ing.:;;a.n.d'.:'::~ . :: 
:-epa.iring- polyethylene :pipe:~ -. He: a.lso testit1ed'·tha.t.::the~AG"~·d.oes 
substantia!" research:· in- th1s- area> -: Stat£':::: is :-conv1nced:.: tl:latc·SoCa.l-:- :- ::~." ,;. 
c.i:-ectee.: :-esearch:" ;",o\:.:;..a~be-· diiplica. tive':of',::the -: efforts of':-cotl:l~:GRI':a.nd.;'": ;:' 
AGA and~is:Unnecess3.ry:-in~th.e·:amount requested·~~·::· :::::.:- :~=~ :.; ....... '., .:::,,:': 

6. ~Ag::-ieultu.ra.!. wa.ste Gas1!icat:;;on'·Proj'ect,:-·::' ' .. ..:::: .. ::.:-:'.: ~ ..... ~.:.~ .. ~.-:: 
, . CuCingha.m~ testi!'ied-'that~ given.: the::,slze 2o! Calito.rnia"'s';:..:.-..: "::'" 

agricul'tu:::.ai:'ina,ust:-y ana:: the:- a:nOUnt:- of' wa.ste~.genera.ted: in.: its .. : ',',.' ',:.;:,"'-': 
ser·.rice territory. SoCal sb.ould "oe researching agricult'il.ra.l':·..ro.st.e·:·',:-::-::·: 
gasi:-ication.=;: E:oveve:--:,. Joshr ~oin:t:ed·:-·o\:'t that':: GR!: is::·c'onduc.tlng 
r~sea.rcb.·~ on'-:~b."is~"sub fee:'::'" .. Sta.~~·asser-":e-d.ScCalneed"::,n6t;: du:p!ieate-:" -::::::, 

C~ingh~ testified that "::'is ~:-oject is Cali!ornia­
s~eci~ie, whereas the comparable GR! ~roject is national in scope. 

S-:ai"i' a~g-..;~c. ":ha-: si-:e-s:pecific ":echnolcgy is beyor..c. the 
:?ro:?er eoni"ines o=- research. S":a!f :-ecommends ":!:.at SoCal. con-:ri"o\lt~ 

":0 G?':'s ?-ro~eet for ":h~ stuc.j" o! land-based bioma.ss tec~olo~. 
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... _ ... ' .. I, "",--r. 

E. Phase· Cha.r.ge 3nergy. St-o-rage ?ro-j·ec't-. ,-:;:- .. ,: :":.~:-::': -::- ~_.,: --= .:.-: :-::: :~~ ,-: (,,', '0 ..... '.:.,:-: 

Stc':d-e:lete-d· . this .. , ".:Iro.j ee.t -s i.n.c.e .. -it. ·,W8.S-...no t . w1.thin -the _ .. - _" .. 
_ _ _ ." • . r _ • _ .0:' ,.., _ ' .. , _, _, _ .. - ._ ~, _ ... -' ...... ..._ ....... ' .. ~ 

seope- -o!'-ga.s. ~~ist:":1'b-ut1on· o-'p~~:"at·ions,,_,:S:oCal:t::~ :p~'U.bl·±,c u~.~~~.~y::.c:: -.:'::."::!-:;'-::: 
!~e-:ion. S-:a!! argued that tlle b.e.n.e~its.t,o' SoCal~,s ~at.epa.Y'ers .. o·!' ...... ;. 
-:he pb.a.se change energy stora.ge pr~~~~~ ~~.~.·:s;·~~-:t;~t~~t~d·.~.tb.a.t"tb.~Y-

•• , ..... _,~,,,,,,,-,. ___ ......... "._ "I .... 

!ail -:0 jUS:ti!Y,!unding .. b::r ra.~p~Y'~~,~.~.~~.::· :"~:'.:- ~<.t.:~;:-=::-:':: ':.".0.)2 
SeCsJ. 's .RD&D .. ·ritness.. .Cunn·i:c.g2m te.st..itie.d· .. that .. ,the .. -cc.ase .. ,_ .. ' .'-

.' -. .- ~ -'. • , .• . ~ _.... .'.. - _ ...... _.. .. ~ ... '... '-" ..,.......... ..~ " ... __ .... ,,-. _' .... M" _ ... __ ... _;._ \... 

cha.:::.ge ·energy . .':storage ~ro.j ect, is. a--solar .en~J:gy _J:e,sea:'cb. .. pr.olect. <._E:e _ _ 
- ..... or. H ." • ~. ... ..... _ ~.... • ... _ ~ .,. .... ~ • __ , __ .,.,. • .,. •• 

also ~est:'~ied . that this proj.ect.-is ail1led a.t Ndev.eloping~a :n.o~e ~ _ i,~ ~ ~ . _ 
, .• -.:~ .'_., -"p' , ... ~ __ a& -.. _w.~, ......... ,.., ... ' ..... ~ ... './" .- ".., ... ,' .. 1.. 

e:-~ici-e:l.~.sjs~em .!'or ,storing ,·ene:rg:r. ,,:-a.::.d.that :'s:ince"tlle _pro j ect -is·. - - _ ~ ~ 
w ~ , • ~ ...... _ ~ ... ' ... ..,iI '-' .. _,' • J •• , _ .... , __ .... _... " ....... 

c.i:-ec-:ly rela~ed.--to-~·heating :·,(3.t~r:·w1~h.:.solar·~ enet"gy·,.~i t .. b.as ... a di=ect_ ~ .. _ 
- ."- • ' ••• _ ..... ~ ~ ....... _ .... ~-"T __ ..... - • 

bearing. on. SoCal t s role as a. gas. -distributo:- <: ::-C~i~.gb.~_n~t~d tha.t 
--. ........ ---,---.,-~.- '" 

GR: does' not· .. b.a,ve any::p:'O:j;ects o-f .this-natur,e·.:either::plfmn~d.::!or the 
~ • ~ -it t :'lear ... u .. ure .. or .n. s· curren _~progt:a.m~ :.: ~',; :'<':' .. '-:;:-:'::."':~:' ~,':/, .:.'~'::;'':':-:,~.:~ 

C. Eyd:-ogen-Generation·Techn1guesPro1ect _~:.. ',;:;::' .. : ;:':.;:::.-~ .:.:.:::: . .:;. .;~:'.:"::'-: 
Cunningham- defended + this proj ec~ on. ,the ground- ::ha.:L it ... _ ,_ .''- .. ,_ 

, • >+. , •• ~.. ~. , -- ' .. ' _.. , .... - .... ~,. ~~"'''' ~ ..... - ':" ~ 

might provide- S-oCal wi th·.a.: supplemental; .so~rce:,.~it..:: a.:c.~<"hen-: 'W'~;''::- :' .. ':- . :.': 

ac,,;ual1y~need' it'." ,Sta.t! recommended::- :that .. this~-;projeet. be_ deleted~~, ~ .. . 
_ .•. _ ,._ .... _r .... __ ..... ~ ... ~_ .h_'", ........ __ \, ............. ,. 

~:"om SoCal' s 198; RD&D budget Since the, beneti ts- to- the .. ratepayer·-. ~ - ,~, 
~', .• '.... • ~ ... _ 'of A _ .- '-. 'W' • ~ • ,- .J ... _' , ... ~ .; • .., ..... 1 

:,esu:. -;'!.ng ~rom -;his :proj·ect -a.re .u.'"lcer.tain .. ~ Stat! ·"itness .... Joshi :. 
~" ..... - ...... -.~--~ , .. ... . . - -, ,. _.. ---.. ...- - .. ... ..;~.' . '" 

-:est:~ied -:h,a:t ~ GR! had 'liiscon:tinued.: 80:- .similar": p:roj~c~:.. d~~ ;:;~:?;" :.the 
reac.y availabili tj" of-: ga.s·. supply both:: !o.r..: tb.~~ pr.e.sen.t-a.ay .. and :.*the, -..... _~ ... .. - .. .. ... - -_ ...... " ............. ~ .. ~'--

, . Cunni:J.gham,: testiti.ed th.a~~::his-:cro j ect i.s .... .a~~ both. a.t~ . ' .. ".r 
. . ' .. ...... . - ~".... '. '. . ... -_. .. '"' ...... _... ... .. - ,... --~.' .. :.' 

sho:--:--:e:-m .. ::echnol~g:!.cal needs a.nd-lc:tg-term~. su'O.'Cl:; - :-eq,u.1:-e!!1en...ts .. ~ _ Ee .. _ 
, - - .. ....... - .... -~.... ... .... -'. '- -".... --,. .... --.., . ',.. . 

pO::l::ec. out tha.t hy-d:'ogen tecr.nology eoes have a short-term.... ... __ ,..,_r_r • 
... _ r, _ ,_ ... ' ......... .. ...... _ "" ,_, ~~ ';" 

a.pplication beca.use hydrogen !uel can.~ be:- .u:se.d-:,_!~ . .r.:~u~l::;~l;.s~..: 
"t - ~'.. • ....... .-. 

.... . , ..... , ..... ,. 
_. _ ~""'R'" , •• 

~,- '- ", •• "of.' ... 

... ' .................. ;~ .. ~~J."' .. " ....... ,.~ ...... : .... ,.: ...... ;.1"W-w .. ,.~, 
-' .... ..... ... ... .... ~... • ..... ___ \P I"J '- ~ -"';"'."f:: " _ ... ., •• ~ '¥ 

-;""'_. -~ __ ';"'lo '""'" 

'. _' ..... ,. __ .• ~.' ~ .-.. •.• ~ -. ' ..... r_ • .... _ -:" ... ' .... ".. ... , ....... _ It..... .. ... _ ..... _ ...... __ _ _ . - - - - - ... - ....... .'- ~," - ~.:. ~ _... ..:.. ":~~: ........ .:-: ' .... ' :: . ~:". ~ :...,' ~ :: 

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

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

1---
~ --_ _' .. -. \0-' 'II-
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Discu.ss!on .... "..... -" ,-
~~~~'.'-~~"~'~' ~.~,.~~'~,,~-~:~ .. :~'.:~\~ 

Ot' the 49. sta!! recommends c.eletion o~ onl:r .:t",io ... p:ro·j,e.c,:t's-,:, -,.. - ... ,. '.~ ., ......,' ~ ...... ~-. . .. '''. 
~he Phase Cb.a.nge .. ..Ene:r:g'f .. Storage P:l:oj.ect ... and ~he .Hy';d.rogen.. .Gene.ra t-ion 
techniques" ~~'o~j.ec.t .. ~,w.e'~·~e rtth _~~ti t.ha t-.~'~'ne·ii-t:s- t.~~ ~a:t~~ay,e.rs .. ," ~ _ 

"of • • - '.. ,- - '".: ..... , • ", ....... .... '" •• ' - ... .,,~ • ,. ,., _ w. ~ '''" __ ' ~ • 'J- _...... '" _ .. ,,, _ " ... __ k '" .. _ .... j ...... 

!rom t!:.ese t"oi.0,Prog:-ams ..a.:.e .. too .. ,r:emote .• , .. . ...,' ~, ':;,-::- ~ :- .:' ": ':<:": '::: .::- '::;.:::':--: 
' Sta.!t .. ;e·comm:~~d·ed . th~t~ .:fund:i~g ,i..o.r,seven ~ o~ ; t he .. A. 9' pr..o.j.ects, . _ ~ 

... ",. ~ ... -.- .... "" ... , ,.'.... .' ....... ~ .......... '_ _ "'~. ~ ~ L~~."" _ ... 1 ~ _ ,',... >I IN ",1_. " ... ,', __ ",,1 __ -.. .... 

be :-educed by two-thirds and th.a.t So Cal shou.ld.use .t,b.e ..r:.em.a.1n.1ng .,one-.'_ " .. ',', ... "- ..... '....... ." ~. ... , . , '\'.." '" ~.' , .... ..... _ ... "'-

third to coo:-dinate its e~!orts with. GRI. We disagree. Staf'f"s own 
~es~i:ony pOints out weaknesses in these seven projects wh1c~ 
~derc~~ jus~i!ication tor funding at any level. Furthe:-, the 
evidence does not support staff's recommendation to cut funding by 
two-~hi:-ds "across-the-board~. We also no~e that GRI's budget has 
inc:-eased substantially in recent years. The cost of gas· to SoCal, 
~d all othe:- gas distributors that are members ot GRI, includes a 
share for GRI. ~aking all these !a.ctors into considera.tion, it· is 
reasonab:'e to reduce S()Cal's requested 198) RD&D bu.dget from 
$9,885,000 -:0 $$,225,000, including overh.eads. The a.dopted. RD&D' 
budget :,ep:-esents an increa.se of 6.4~ from· SoCal' s adopted 198'1 

b~dget. Much of the decrea.se in SoCal's constant dollar RD&D budget 
results from the elimination of' programs which would more 
appropriately be conducted by GRI. We feel this strikes an 
a~p~op:'iate balance between utility-specific and indust:-y-wide RD&D. 
"lie invite SoCal to pro,ose reasonable RD&!) increases in. its next rate 
case proceeding, consistent with the RD&D ~~dellnes we adopted on 
:)ece!'.lber 1,1982 in D.82-12-005 in Or! 62-06-01. '!hese guidelines 
inc:"-.:.de consideration 0'£ ""nether an individual utility is the- most 
a.ppropriate inst1t".l.tion to perform a. proposed: RD&D project. 
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x. Results o~ O~erations 

Ad:o;{ted: 'Resul·ts .'" 
", ' .. ....... , . 

~'- ~ '~b:e'": t'o!l'o'W1ng>tab'fe -sets:,,::to:rt'h:- ar:summa1-Y';-~i'-the:·~iril.~ :::,::::~ ';.'<:'.:-
.... ¥\"~.""'- ... - .. - ............ , .... ' ......... : ... "'''':''1''-'-:''' .... -- ....... t'-··,~""·t" .".',,\' ..... .,. .... ~,:., ..... -:::: .. ,._ .. +' ....... :.. ..... ,.;~r::,: 

posi tion"o~ 'SoCal: a.nd:' 'starr;;' .tlso--1nelud"eda.:'e:'-'our ad:opted" "t'est- 'ye'ar--' 
,~.~ ... ,-: .... #" ..... -. I~, .... "' ..... - ••• ...,. ........ __ ........ .- l·~.· ... t ..... ..,J""'" ___ ...... 

:'es-.;.! ':s o~ ope:'s::1ons and the ad.o:p'ted~·1"984~ 'a.ttrttton 'aJ:J:owance ,~ .... . 
. " "'".:". ~ ..... ". "".' '.-," ,.. .... ',. - ,",,:' ,.\""".~"." ... J,,..., .... "').~L.~~'l.--,-."...l':.- .. ,-:., ....... ':'--::: 

, 'The' -di'scussioll 'r-ollow-ing "'the·table"cove·rs -the--ar'eas 0'£ calc ilia. ';,ion-. 
c.i!~e~enc.oi ~o'etWeeu 

..... "" .. , 

-., :~ :-
, . 
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,~. .. " 

....... - ,"'. ...... - ,.. 
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".-"... '"", 
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_. of. _, •• 1,., 

~~~,... ' ............ -
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Suotot:s.l;·~~' :,"',-: ':-::<T30:?6'99';1: ~<;,~7;0;'105'::2 .-::",'01:6,~007..5':3,~033~1~60.; 

:Sook De~:-eeia.::io:L. ~, , ~ 17 ~ 79~':~ .,'::: .. ·.::\'7~ 79§ .O'~'~-~'~. ~89,:82; ~O ,::- ~~~9 ;g~5.0 
~a.xes'Otb.er" 0, ".- '- .. 3;292-.:0" "-''''3;292:0~''''~---''3Z,827~9 ;2,.827.9 
CA.. Cor~;;..'~:-a.n. O;~ax~ .:..:. '"", :,' 4.,;.205,.1; ,::::,:,;:,.:5 ;:;1 6,'::;::~;:'! ~': ;;~Z.,;;S:, '3.:6::" ;~.:: ,:2:-j),. 967.-& 
Pea. !neo:ne,,!ax _~'_ ,16,729.L.~. 22,406.; ,5,41;,.8 89,.684.0 

._ ... v ,_ _ • : :: ~ 0 • -._ -: .. ,.;. ~ • .:~ ': - _ _ :,' '-,~. I .. ~ .. :. ~ .:. ".,~~",= "".- ~,'::' _ ': ,r.:., :::"' :_:. ~~ _ .:. '_A ft.: 

=o-:al Ex-Pe:ise:' -::- ~ -~:: :"772,725: 5' ';:..:: 779;718:-8" ':::-; ~ ':4:6'; 589:8''::;;267;'4:64 .. 8, 
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:9-. O?erating Revenues a.n:dc:7Co,s.t 'o·'!; Ga:s:': :;':.::.: .. : ;:-.':c''::;':: 
, ,... r " - ~,. '";':\ '. ':.. 

'ii t:. :-es:pec-: to 6'p'erating :r.eve%iue's ~ arid cost o! gas, there 
. - ~. "'.' .,... .. .... ;. ~ 

¥e:-e no si~i~icant dif!erences bet¥een SoCal and the stat!. In its 
o~n.i::.i·~~iei; So Cal. sti~ul,~t~d._~? :~.fii .s:t~:;,.:.showing. We will a.dopt 

:" ;..:. '-:- -. - """ :. .... -.: - -: :.. ":::... - ~ ',-" ; "":'"' ..... ,...':.' .-.. ~ 
C~·Wa.ge·s'and Infiation ' ... -, -.~-, .. -" # ~~-' 

1. Overview ~:::~~x~ 

:7:,:. SoCaI'.a:nd,t.b.e unioxC:stgned a2two-';:year' colleetive 'ba.rga.:t::.:tng.bc-:-: 
, :: - .•• " ...: :, ..... ,''I '.- , ,.~ ~ .... _ 1''', .... ":' 

a,oree:ne!lO: whlch.'res'l.:1ted 1:1 a. 9.5~ wage increase e!f'ective Ap~il".i;:~·:~:~:;:: 
• ...., _' ... ' .... - 1- .... ___ .......... _ ... 

t9~2~,'~. ·ia.ges·will~.be !urther inereased 'by 7% to 10% et!eetive~Apr;il':l:;::;':; 

. :198;~ TheJ98'3'~age adjustment is de:pe::.dent upon the ine;~~e:=:i:l:,th~::> 
•• .. • '-,'\. .... .."., .... __ • • • ... _ ....... ' .... _ 10..0 

~os ,A:lgeles .~ ':r;ong 3each, Anaheim Consumer. Priee Index for Urba:n~Wa.ge:-:':::·>: 
:. • ~_ ~:. -: h .:_. _ ~ :: • ~ • • •• ~ •• "- ,.. , ... " .'_ _ :. ,.".;, • 

'38:~ers and' Clerical Workers·' (CPI) bet"'(een"September 1981 a.nd":Septem~'e'r~i: 
• " .. ~ • \I _.... .. .. ...., .. 1_ '-

1982. It' the Index ri~es :nore than 7~, the wage increase will be an 
.. ac;ditional.;~Cf'o:<each. ~5~i::.erease (or·:'f'raet'1on) in that ind.eX:,c::::2 

subject to a. maximum wa.ge 1nerease of 10~. 
.. ... SoC~ '~~dified~it~:Sh~wing b~s~~:o~ 'this latest:a.gre~~~n~'~c,:·:~:~ e 

'" • _',. _,' '. -... p' ....., '-.' ......... ~ .... '. .. .r •• " '. ..... ........ '-.' _ 

. ~:'e ,a.:nount :o! 'l;abor finally'fneluded in. SoCa.l' s resul ts.::,.o!. o!,eratlons .. ':,:' 
. • -,'-:. • .:, -." .-.,,'''',, ..... _n. ". :: :'- ;..... ... ," ,. .• ," /"'"*\"" """1_ ':.. "'::: 

:-e!leets a 9.5~·wa.ge increase'for 1982 an'd 8:5~ for 1983. A"SOC'aJ.·~"- .~., 

annualized :.the- ine:-ease and ,staf.! disagrees ·",i,th this a.pp~oa.eh .. -: .. ,-~I"' 
• • • • • _ ..... ..,., .. _ • •• ''''' .... -.J , ~ .. ~ ... ,,", _ ... "- •• _ _"" ..... _ 

Sta!! ineluded an inerease of 9.5~ tor 1982 and 8.5~ to:-
198;':: 'E:oweve~~ ,to accocilt:·,!or·;'the A?rilS~8t:Wa.ge increase date~~::·~'·:'.-:: :-,~:: 

s-:;a!! used "..ra.e;e i:l.creases of '0.;75~ (13% !or three :nonths and 9.5% 
!'o~':li:le ~~~t~) .~~:- 'i982'~d"8::75~ (9:5~~;!o/:~h:-ee :nonths a.:J.d 8/~:~~ .:<~",.~:: 

. ~ for ::.:'::.e ~on.ths) !or t 98-';'.. ,Also, sta.!!- Lillli ted all nonU!lio.n..., ~c.': ._ .... 
'" ,. " .. . .. , . '.. ... ~ .... - ... -. ~. - .... 

e~:p:01ees to a 5~ wage inc~ease in 198;. SoCa,l took exception, to 
st~!'s 5% wage li:nitation proposal. 
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....... 1 ... ~ i', 

2. Annualiza.tion o-r ".¥a.ges ,-:~:-,::~~:::,,- <';..::..~v.' ::"::~~::":'':::: '."':':~ ". 

~ , S{-nee the aetUai wage' ;inc~eas~"g~in~e'd :-oi<sccaJ. '=£~:fD. 
• ~~' ," , .......... , ,..' .... - ",,... ~ oJ ~ ( • __ ..... .... • -t •• ,,'" _ ..... ", ....... L _ "" \ " .. _r.... ....", ....... -, 'II_ .,. '. __ 

e!!ect to:' o:l.!y nine 'months 'ot -tb:e~ year;' staft' took \.exC'eptton ,:to- .~.i .~, •• ;:::-

SoCa.l' s';'annuaiizi~g :the~:'1ri.erea..se":; '::::Acco~rd:i1:ti ':':to·:i{a.!f':; S:o:c~r ~,:",,:;:: ::;~::,;;C'-::: 
app::-oach' a.ss~e~ the ~ increase ~:t! ""'be: in. effect "::ror':,''2: ::li'ontlls, '70'r ':th~~ ,~-:.;:: 

- - ,'..- ~ ,' ......... ~ • ...". ,.. I'" "':; ",:. • ....... '", ~ '"', .. _:. -'"4 _ -. _ ': _ _ -, _ "': _ • _ .. ,_ .. "'" ;. .... "" c .... 
test yea:- ':rnstead~' 0"£" nine'mo'n-ths ; .. ~he'·d1f't'erenC'e'-:'iS"'~approx:11nate-ly'·$4" ~ ~..:, 

.. _.:::;. .. ..::: -: :' .~.:.:. ,~~::,::,1.. =.0:: ~.: .. .:.c ':'.,;,- .'~~' ".,., - '. '" - "",.,. "-'" :lillion. If .: ,;,.......... ... _ .~.~ "':':"'-:-. <f . "':,. 

'So'c3i :-'argued ':th3i'~st~i;s ":~e'co~end:a:tf;n ··;~fcl£ rrina:"tes 
• - - ~. - - ," ~. " , .... "'--. - .... ' - ~.~ - ,.". '-,"'" , "--,"" -. ,,', '", ,.. - ::.., -. _ ~ .... _ _ J .... ,.. ...... ,"' .. 

, 981' da. ta. to 1983 and 'use-s,' an Ap:-11-r; -1' 983,. ~wa:ge reviSlon':da:te . -':!"~", ••. -

!.~eo:-:-eetly a.ssU:ile~·-:ths:t t'gSf -reeord:'e:c:' d~ta. i:iCl:Ud'e t£e:·:'!UfJ:.:.a:n:iual·:;~ ':,': 
• .' -',. -. '. ...... '"'' 1 .. ' ......... .', ,..;.... .... ~f ..... ~ ~,. :..... -:::., -~. _ "".. • _ • _ ..... .f'o. ..... _ ," "" 

e!!ee't o! step !.ncreases :tn-198't-;--!n-add±t10n;"SoCal. 'pofnted-01:1t-,··_,· .~.~ . 
.'. •• " ...... .' ... "" ... ·r .... .. :.. ".,~ .. ' .• '" ow A.: ~. ::, '""... _ 0t ~', _~ ........ '~.,:.. __ ....... _ ...... ""I\< ...............,. ~ _ ........ 

that st~! est::::nates:made':lo provi'sIon '"£or f''lItur-e''step 'o,r;''Cle-r:l:t,~ '·';.,c'"',, _ •• -

~ .': .. "': "",~ .. ",.::":'~."';'-":' .. ~,: .~':- '.:: ':'; .. :~':.~.' ":::: :,~:?,.~:.~),:-:,::-:\~. "':":.~";;:' 'OTof~~:- ... :: :.~:--:.,.: •• :t:'t: .nc:-ea..ses • 
• .... , - .. '" - "" " --- - ,,-< • - - ..... , .... ~'" '.' _... ~ .... ,. ,;, - ,,-.. ~ • - .. '"' ,~ ' ... ",,,, , "":""=. -',' -+ ... 'f ,-.. - • ....., 't.. 

,. , " soes.!· a.rgc;ed" that '-it ·'did'not ca.leulat'e' the- ~ ±m'pa:e't '-o,f merft·:·:--': 
ad iust~ents: ~or· ~~~geme;t~ 'OersO;;'eJ;c"and':'movement rlth1n "':a.utomat1c«:':: :.:,:,"': .. . 

.... ,- •• , .. t-~ ............. ' .... , .. , .... w' _ a" "', ri._ , ........ " .. , .... , ...... ... f, __ .... _ ,,..., ..... ,-. t::: o"";_ ~~ -~',"'_r-

prog::-essior .. ' sala.ry- ranges!or" nonm.anagement "empJ:oyee's .. ~-Aceord1ngly~·A: -"'~ 
'.~ :", ,~' ."'" ".. • or .... , •• ~ ":. ,<' .. ', ' •• ~~ ~..... ...~. ., '" ' ___ ... /'" • ,~ .1"', r •• _ ".- _ ,. .\. , ,...,." ... I'" "" ,.\ _ ... ~ 

SoCa.l ~a.inta.i:led that' a.nnualiz'a.tion' is· there!ore' a- eonservative ,:;--. -.~. " 
, ,,, .,,:. "'" - .••. ,".' ,.~,- ... ~. t-._~ "-: '- ......... ',r',,'" ,..._ ,_.," , .... ,_.'_ 'l, ... 'j_ ..... ~ "'(, ..... ,,,. 

::lethoe o'!' pa:-tially'eompensa.ting :tor these' fa.etors.--On>"the'other' - ..;.. -' 
ha.~e'~ S6'C~: d:ia n~t i;~i ude': i:{ '1 ts.:: ~a.iYSiS:- the:-: ef!'e-ets'::' of"; employees 

• ~ , - - .... ". • ... ,. i . - ~ .. , -,.. ,.: ~ ..... - .... .~.... ,.", ... , ~ .,,"."" .. - .... _ ......... ' .., _... ..... .. :',. ". " •• ,.. .......... 

·N'~o :-eti:-e -or resig!l' and- a.re ::-eplaeed" 'by· employees ':'W±th -':!:ower . sala.:-y - -~ ~ 
.... ..... .. - ~ '" ~ . ...... - .. ,', -. ... ,.. ..- .... ",; --,.... "" """. _ ? ," ~ ""' ....... ".. ~ , :evels.' - --'., J ~'r> ... ,.. • .. " ... _,.,-~ ._.~., ..... ,",,~ .~: • .:_, ... .:=.~ .. ,~~ :.~ ,,:~,~,:,:;:~ 

!:l p:-ior SoCa.l" genera.l~~ra.te· ease:'proeeed±ngs '~e:-dia'::3.l1ow": 
... T '. .. "~.:... ", -,,"" r ~.. .. ';:. ~ ~ _., .... , ...... ..- "",. _ r _ ,..; _.. • l' .. , ,.. .:.... .r-, 

3.:l:l.u2.l:rzat 1"00: because" SoCal- ineur:-e"d -the- 'ex-pen'S'e- -:9:--:'0:"'" ,to- t-h-e";' 
e:-~ecti ve' ~:a~e . o!~ the~;~te !"e11e!~" ~ Tlle-Ra. 'te;: Case""'?;ocess ing,C'P!a.n::-' ';: ~-: 
c.oes· ~ro~id·e"·:-'a.t:e" ie1:ie'i' a.t t'ne~' ons'e't ':0= 't!ia:: te"S:-:::' jea:r~~':: ~1::!.:m.1na:-tl:1'1.g:~: "':.':';:" 
~b.e: ne~e~~'to" ~:~~fi~~~ ~~g~~~~~'~ 'Ke,.: ~·~~~~~~~t. ;~~'~'st~': ~~:p~oaCb.:!:~~ _ ~~::~~ 

~ .............. ,.,.. ..... .. ~ \ .•.. ,.. ~'L.', o.J". ... ........ 10< -rl_ ~ _ "::..:..~' ... : ..... _ ~;,..... : ... ~ ~ ':;.:::;" '..... ::.~, 
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-f "' .-."- ~" ~ ~.:':: :: :' 2 = .",:, ~. ~ ::~ ;~ ..... __ /~ . ::. 
.sta.!!' propcseda. -5.~. _"..rage J.i.:o .. i:~ation. d.ur1.ng. t"lle. co.ur:s.e- o·! 
- ...... - •• -' • - • , r" .. ,.: •• ", •• -...~ ... "(.-:'w .... _ ... ~ ........ _..,.J .., ............. \,.~_"" 

the hes.:-i!lg .. SoCal.o'b·j.eeted .to its.la.te._in.troducti.on~on pl!ocedu::a.l., ,_,_ 
" ., '~,. _ -' ,.'" '.,; ,.'. _ .. ,~".," ..... '- '.' .... _ .... '" .... "".,,) , ............ (,,::"" ... _'r 

g:"ou::.ds 3.!ld.·ei ted· th.e. Regula. tory ..La.g. .Plan .•.. ,'!he . .ALJ" :u1.ed. ,that. _t,he .. "," "_ ,: 
.,-.-' 0_-..-. ". ,_ .. ___ ". ". ",-,'''',',0,'_,.-. ......... ,"I •. +_'- __ ..... '..-..J, ••• -. '-' ..... _, .. , .. '.1 • .." 

p:"o":osa.l' ,"..roulc..oe. hea.rd· in., this proceedin.g and. provided SoCal vi t.h 
.. .... - •. _.~... ~, ,., ' • , . ' '. \ • .: ~ .". " ~ \ to, !"'" _ ~ _ i. 

add:!.t.ion~ t.~.:e _~o _pl!~pal!e. ,:it~ .. ca~e •. ~ si~c,e i.~.c~i".had.':~pi,;~~ti;"e:'.t.;;;~ ~~:>* 
prepare' it case~we a:!:i~the-ALr's'ruiings':-~ -, .. ~ ... -- -".,' _ .. - "'~~'~'.~ 

". ,,", ~ --......... 
J...- ... v". Ga::d.e~ <pri:l.ci,pal. ~ut.ili ties ~engin.eer., .and .. :p~oJe.et 

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

::la.:lage:- p p::ese::.tec. the st~! pro:posal •. _Ee ~ecommenc.ed that ~est_yea~_". 
:-e·/e::.~e. =ec;.~:.:-e~~~t~ . ;e!l~ct . a. ~ S~ '~ge :i;'~r~a.s; '.'!~.~. ~n~,nw;..ion - :. _"_ ~ .~. :, ~ _ ~ ~ ." 

• ~" ••• -., TT ••• " ~ .......... _ ~ .,..- ....... •• ~ .... ~ '. ~ .-J _~ "" _.' ... t" ......... oj __ ._,.0 '..,'" ,_ ..... ; ":' ..... ~ _'"_ ~ _ 

pe:"sonnel ~ in :y~a.r:" 1 ~?? ~~~.~~. 98~ ~ ~ :~N'o:li~i::a.tion ~ r:pl~ced_;J.p~n .. W'a.g~"."h" 
... ..... ..- .............. , - .. _ ......... _ .. ,,.- .................. - -.~ .. " 

i:lc:-eases :.~o,r :att.ri ti?n. ;r:ear .. ,J 984;. _howeve::,. that .• :r.e.ar:,.:~ould ... ,,~e .. r •. " ... ,. ~.~' .. 
.. "' ........ - ...... , ........... - ,_ ,_ .... _ ..... _, •.• ~ ............. ' ........... 1", ...... 1 _ ....... ,,_ ... ', ... ,. .. "" ...... , 

a!!ected by the sta.!! proposal 'by virtue of the carry--forward of.,'\:th~" ... ~ ' . 
.. ,-,,, ., ........ ' .. "' ..... '-

, 982 .. and.J 98; .. et!ects .... Acco.rding to ,"staf~ _.this .. 'eecommenda.tion would 
~ ~ ~ '"r' .,~_," _. .•• •• _ ...,_ ... _~ ~ ••.••.• _. ' •• ., .......... ~ ............ ~''''''I''' .. _.' ........... , ...... ...;'..,.,. 

reduce ~ S<JCa.l:'-s.~,reven~e req~i~~:.ne~:t_~ by. ~7, 2, ~,.OOO.:, i~~ 1.98'. _ ,,", O~~:tl?-~~ .. " ___ .c., 

a.=.Oil..'1-:, .S, ,,998 ,.000 represents ~.i ts. :"a.t~maki~g~t;~a.~~~;t·~:to~ ·,sala.ries:: ::.~ 
~o :a..."l.~~~en::' empl~J"~es •.. ·cACC~~d·i~g' .. t~=·s~8.!f ::::h~'~'tOta.i "reduct1on"o:(: '.~: 

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

$7 ,214 ,009 -:epr~se~ts ,less .tb.a:l·2 .,5%~ ~~. ;~t;'i.:.~~g~S~pa1d: by'-:SoC8.l: .. ,~'~.~.,~: 
c.:, SoC~: a;-g:.1~~.~·th~t,. t~e. s~'.li;i:t·a.ti~n.··a.mo~t ~a.s··ineo;r.e~~iy-::,:,·~ 

~ .. ~ •• ~ •• J ...... ' .0·"........... _ .... _ "'....... .. ... '... _...... _to, ..... a..' _ ,_ ~ .... ~,' 

calcula-:ed.-.Acco::di!:.g,to .. SoCal, .. the :"igu:-e should.be.S;.9 million . 
• ,.' .,' -,_ I • • _ ',, __ '.' ... " .... ' ........ ,.'~ .,,' ... _. _ .... ..: .... _~\: .... 1 .. ,' .. " __ \.':''': ::' ...... ~"'. 

instea.d o! $7.2 million. So Cal points out tb.a.t stat!' s !1gure does. .. " .. 
... ,:..-- " ..... 

:lot :"ec0o-ize the April 1,., :1.982,. 9.5~-.. ~age_increase,.-;, _.'_.,. _-
• • '. ..- • ,..., ..., - •. • ". - ~ ,. - _..... " • ~ ... \ ~ ...... _ ..... 'or (,... .. .... ,' _ ..... - • ~ _ 

Sta:":"~~ :no.ted.. .that~ at.. end-o!-y.e.a.r. .. 1 981,,~ SoC,al. had,. 8~,.81.2" ,~ull~ .. ", . 
..... ~. - ... -.... , • > .. , .. - ... -' - - _ ............. '... •• ,_ ............. _ .~ v " • \,; _ ... ~,.' \.0 .... _w·.· ..... ~ ..• , 

-:i:Le e::lployees, 6 ~4.05 -' ·..re:-e~ union-!"e-ores.en ted" 1 ~904, we:-e .. :lonunio.n.~, . '_'. 
- " '-' "..... -. ~ .. " ......... _. ~. .' 10., " ";"'_ '. .... _. • .... ".... ',:,' ...... _" .. ' __ .. , 

:l.3.:lage:le:" .. "';·· e:::..?loy~es.-,. a.nd, .the,!'e:na.i!lce.:o;. "..r.e:.e .:.on.u.n:'on.. :lon.:la.!lage,c..e:o.Y·. _ .. 
. T. ' _.... _ .' _, ... . . .... .. ~ _. .....~., ........ ~.......... •... _ '" '.. ...,. ~_' ".' .... ' 

SoCal sta ::ed tb.a t _ i -:,- expects .the .. ~o ta~ . number .. , ,0': ... em,Ployees., to,. .g:0,W', '. :;0 .. ,_ 
-, ',' -." " ~, \. " .... '''' _ .. ' - '" . '-'- ',,:"'. .. ..... ... ...... .......... ........ -' .. - -'.. ... ' .... \, 

'O~510 during ~est yea:- 198;. Sta!! noted that in prior SoCal rate 

p!"oeeedi:lgs ide~tical wage escalation rates were applied to all tn!"ee 
catego:"ies 0:" pe!"sonnel. 

- .57~ ~_ 
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, '" .... -. St2.!!"sta.ted~t;;"t·-:it:-prOposed:~i~·3 ml.llsual tre:a:tment o:t 

·.ro.ges- because a ~'till :Cow':'th.:-ough'>of' a:" 9':5~wa~e:::ine'r'ea.Se~would.~:-:·,:-:;;:- -, ~ 
constitute" an'~undue hardsnip :-"u.pon '::-atepayers ;::man:r"o:f'~wh'o'maia';e':~'~~'~ - ~.~ 

a.l:-ead.y ~·a.eed. tlle~bruta1' et!'ee~s:of-Ia.10f:rs';'ind/or~ wa.geCconeessions': ':'.:: 
o'! the" 1981:';'1982': rece3s:;on:'" A:e6ord:irig~'to: staff; ::the:'prese:nt "eeonom:l:c ~-::: 
cli:lS.te -require's the~a.ba.nQ:o,nmeu-t-;o'f a;~regu.la.t:o-ry..:attltude:'o:r:: -:::::-...' "::::' .":: 
"business: as': usual " ana:: :pointea~ to the''''fact, tha:t,::-the:Commias'ion:,,:·:",,'t ',.<:::':::. 

i. tsel! i::. the la.st:: So Cal:"" gene-ra.:t., ::ate 'case::: dectel<)n. warned: the:"·".'::-:': .~~ -.;.:: 
~.::::i.l:' t1 that ~ i ~ ~ ... oUld. :lot: a.utoma.tfcally·:ip~rove,:wage b,'l.c:.eases ';: ~ :-:..: :';,: -:::::, 
s-:~i ci ted.' D:'~ 92497'~' "page: 96:~·"': where: ~ ... e sta.ted :~ . .:: ~":' ,-:: .::",:",~ ': "".:;, ':.:: :":': '-.: :";.::: :,,:,-

''"tih11e' • ... e C3.nnot:ig:iore':vSl.id:costs-th.at·:,a ':': .>." ,: '::.~' "::.:- ":.~.:: 
,u-tili",;y- is,,: ,incurri!lgin..,· p,royid.;ing- ,s'~rY,i:e~:::t.o: . ,:'" _::.:: ~~' ,',' - .,"-
1 ts .customers, · ... e mu~t examine closely costs 
(51:e) such:'a,s lab6r't'o'r-reasonablene5s-:!or~the:':, ':'~ '." ., .. ~'. 

"s-imple ~a.c:t.. :th.at the. uti1 i ty,.is ~ incurring. th.em ," - -
may not" o'! i tselt be sut!lcient- jus'ti!1catio"i1." -" "', 
o~ reasonableness. • •• ~ 

.. Ste.!! pointed ,ou.t~th.a. t~ s.s:~ a:· gener'al :mat·ter';:: SoCa.I?aajusts 
:. ts :lanageo.en:t ial'a.ries' 'ieeoi-'d-1'n"g":'''to~::i'''tst,: un:fo'n;:vage':':s-e~l-e~er..t:: ":.":.:';::,::':':: 

:::'ere!o,re,. management." may.: hAve--: some~"'; con!l'ict:: of' 'inte:rest~ in the·:::':' t -:: ::.::.;,::~ 
.... ,' ~ - , ..... " ........ - ,,", ,'. - \- .... " ,'''' - -ow· ..... " ... _. '-1'" ' ...... , -"_'".' "',"", : .... t: ~ ...... " ~ ' .... - "" ..... ,.,.., ,. - '-"~""-'-outcome 'o!"labor'''Ue'go'tiations'* ... ~, - ,,-',,""J'" eo_ -.;c'"~ __ .' ... ,,, __ .. -.,..:;~;--~.'" 

Sta:i~ no"ted:>that ~onUni'6n': nonmanagement.: perso-nnel rece":(veo ~:-:c:: 
"..-age' i-=.'c':-eas~'s ;c,om.~a:abie: to .union::,:,rep:r:e;s:en~tM "etiip-Ioj"eeS;;':; \'" '::::~'>' .. ~.: ': .. :::.': :: 

, S"ta...~~·;c.fd:llot". propose: :a.nT 11m{t:a.~1o:n:: 'b~ 1l1;ac~e:d. u:po:n::: the 
:-ecove:-y o~ ::;~-es paid': ·"oY":SoCaJ.: 'to:' u.n;ro,n:"-:'ep',re.s:en.t:ed:-: ~m:p:r.~j"e'e:s::~ :~he~':::' 
sta~~ ' ... ! -tness;.'expl'a~:ied··"-:·:ia~ !i~':d'id 'no~;c.o: ~so~" 'b:eea.us"e':'b.e::''b~l,i7ev.ed::-:::: - ::.:. 
":h3:: 3~C:; a; ;~~it3.:':i6n:: ':ii'gbt: ·C:On:s"t!?~ut'e: ,an::'unTarlul::int:rus:i-on~ i:ii6:'7' ":- " 
-:he gooc.:' ~a.~ -:!t eo'lle¢Si:"e.' b:a:gaj;ni"ng'. "Ilr'oC'es's: .. ~"I!l.~·a:d:-di:t-i:O:n.,.: ~e state'd;:::: 

t!'lat he had'; :no:' ·!"eason. :to:" 'b~e.l:'·feve=-':-that-; ~th:e.::eo~n.ttract~·lla.d~"n~~ be~n::-':c'~I:::::~<".::'-: 
".. " ,", ...... 
~ '", .~. It.. '0.-' ..... 

--...... 
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Tb.e~s~:t ·r_t.n.e.ss testi!ied -tb.a.t -the r,Legal ~Div:ision,:advised 
........ . _', .~ .. ".k. •• ~~ __ . _' ...... ~~ "', .' _ .' .... _ .. _ .- ........ ~,~,-, __ ...... , ..... 

hi:n tb.ere.ls-.'no .. l.egal.'"':imlled·im.ent:'to the..:ado:ot·ion"o·! a·',{age lim1:ta:tion..~ .. 
••• •••• "".' .... ~I,. '-' ____ ... _.~ w •• ,.-...... ""''''_._ ... ,,('''.,A 

~or ratemaking::?u~':9oses,~:.:.Th.e -basis ,.!or ",:that -aIJIJr.aisal.,is .. p:eovid.ed~. in:-,.. 
~ " ,I •• \. -'. :'." 'O.-:._~" __ "_ •. __ .... _ .......... _ ....... , .... ~ ...... \w ... 

th.e ~egal Division· b'r ief'. N Legal .Di vision- 'Oo·in.ted" out~,tha..t std.!" s;. r. ' - - '. 
• .~ • .. .... ••• _. • • - _....... _....... A, ..... ,,~.... ~'. _ ..... _ ' .... , • .' ... J ': ~ _ .;" 

pro'Oosal does ":lot-contemplate, that. tb.e-Commission .. or."itsC"s·ta.!:r~would. '.~ 
• - • ..-. • • • • _ -.r ___ ._ ., _ '" ..... ' .. ..' '~ " ........ .. _ 

in anY' W3.j d1cta.1;e~:to:'mana.gement,.tb.e ,actual-negotiating posit1,on ",-",~. ~ ... 
, c ' ..... ....,.... • - '- -. • '" - -., .. _,Jo- .. - 'r" •• "".. _ ... -,-

since that.:nay conetitute an unla:dul i:ltrus1on.....into the.,eollective· .. " .. · .. 
~ > ••• _ , • ""'" ~ ~ _. "' -...~ __ ... ::., ...... ~,.,. ... ... ,'.'-- q'''., , ... ,. ,,"~ ~. _~ \-.-.< .... oJ 

ba.:-ga.:':li:c.g :process,-. Rather, s.ta~: urges·tha.-t.,.tb.e, Comm.1ssion.;~. _. '.', --
,.,. .•• _. -"'~ _,T '.., ..... _ " ............ " ... "'" ... _ __", .. II,. _ 

sc:,u:~in:'ze·.i3.ges .. in the .:na.nn.er ~ ot anY' _ other_expense, .disallowing :tlle. _ 
_ .;, • "' _ ,_ .' _ _ ... '- " "' .. < .... '" .A. .... ........... -< ............. f' ,".,J~ .... ".'.~ _ ' .... '" .,.. _ .... ' .. ~ 

:-~cou:?men t o~ unrea.sonable: eosts:- ,Acco rd.ing;. .to. Legal-D i v,i s.ion" ... SoCal,. ~, ~' 
• • ". ". ,., ;.. ._, '.. ¥ ..... -" '"' ".... .... \' - '-, .... ' -_. .. ~ 

::.a.y pa.Y' anY' level of wages., i t-,teels . is" reasonable ... 3.:ld bear· tb.-e.· risk . •. ,~.~ _____ v' '-.. .. '., ...... _ .......... _ .' • __ ... , 

that th.e Commission::" :nigh.t~ !in'd:~ tllat:l:evel :t~· be;"::impr'lldent~ ~ :w.h.ile 
this m.ay pose some,~ 1rid1.r~c~:Pr~,s.s~r,;~:-o~,ri.~gotiatron;~~L~ga,i~:01 vision 

~ ~...,.. ... ... '0,. .... -.... .... ~. _ '." ... .,.. __ • 

stated such pressures·-ar.e':llot':11kely-to:be,>pl"ec-Iudea:'b'1 '!~~:era.l la.bor 
law.' '.~,~': ;.: ~-.:--':~'.:;:~- ",~ "~--,~=:.~~~~;,~c~=:~-:·,::;Z 

: .. ', :,Regula.tory-: la.w is .,:well-se:ttl,ed::- :tha.t~, :t-he:,C9rnm~SS1.~.n:7' may 
disallow tOl"' ra~emUing:'llur:p~.s~s:,.,a.ny:. ~r:ea,son.a.ble~,.e:t.pense .1!,.,i,t. is,,_ 

• .. ."0, ~ _ J. '-'" ... _ '"- _ .• '~' '-- •• ,.~ \- _ .. ,=: ..• , ...... 1, ... 

sup'Oo:-ted. by findings-of fact-and .. conelusions_ o':·.lav .. " ... I.f',~ the ... ,~ ~"" - ,. ,'" 
• .. _, ~. _ _ •• '" •• .... .... ""....,. .... • ""'., p . __ ... ~:.....' ~ _._ #_,. \ ~ ... _ ...... , & _ L __ 

Co:.misaion disallowed a.."l expe:lse it !cund to .. be- reasona.b~e.". tha-: . "'.~..... _ . '.- , . '. ...... . .... '"' - ",,:,: ..... ~ ... -- ........ ,' - -.. ,. -.....,. ..... ., .......... 

action,:-",ould be: 8.: eoIltisca.,ti.o,c", ,ot -stockholder proper,ty._ ·Such,: a. "' '_. --- _.~_, '"H_'r.""'.~,", ......... _ ... I.i .... ___ I.< .... 

c.isallowa.::.ce would s,i::c.ply Il.O~t,~ m.ee:t:: ::th.e~ Ro:oe and., Blue~ields"tand..a.r,ds .'" ,'" ... - ... ~,-----. .. '. . ' ..... ,,' ',-;.".' ........... ~ - ' .: ..... ".. 

:-. S()Cal argu.ed that.. s.ta.!!; s· p.ro~()sal...is~ b.!ghlY", unusual. 
r _ . ' ~." • _ _ _ '.... ." ........... "',. ... " __ ... ~ _ ..... ' ... __ 

SoCa.::.~ :poi:l~e,d·.· o.ut.:· tha t:-s.ta!.~ w.1.t:less: Garde, ,ac-kno.wl-edgecL,:tha t ·:the .':':'ll .. _ 
• ,- ~ ...... - .... ~~~, L .c'._ 'J- -_ .. ~ .. ~ f·.~_'it. .... '".. ' ....... ~ ....... ,.', 

=io~-~egot,ia.t-ec. settl:emen-:... o~· a. ·9-·'~ w.a.ge- inc.:.ease~ is • .:;eas.onable (.R::.,_ .. 
_. 'r 0 .... 0 ... , .. _ • •• k _"..... ... .. , .. , •• , __ ..... ~ ,_ ..... '- • ...... ~..'" _ -. + _, ~ ,.. 

~ S/~ 70~:") , .. "':b.a~._~::'-e, .non:.mio.n,._eml=loY'~e~e:s. :sh.o~d. ':,ece:"'v.e. -the . .same, 9, • .s~ -, ~-
- • L ., .. _ ' ...... _ , , .... _ ... • _ _ _.~ ... _ "_ ... _ "......... _, '>". _ ... 

i::.c:-eas-e: .. but, ,that_ ,o,nly·, 5~ ,of·:t.he.; :inc,re.a.S;e~ .shoul,cl.b.e- 'Oa.s.sec... on. to, ~.. ,. -'-
- .... . ...... .' .• '. - .... '.. '- .' ~ - - - ,,'O' .... -.. ... _,..' ... ' .:: , ..... 

:-ate:pajers.-<' S:oCa.!c cla.im~d- s-ta~ ~llro:po.sed,.,tha..t. t.heComm.iss.1.oll.",.. ',.. -. ~_ 
.- - ... , ... - - ... '" - ~..... .., ..... .. _." ... ~ • J "" __ .........., _ •• _ .. 0 ... :.'. • '" .... ' ...... 

disallow reaso::.s.ble ex:penses '!or test year 198'3 .. ..;-·, ~r. " ~ --
,. ....... 0#/, ..... ' _ ................. :'" ;":":,,".,~:..:--;:~. :<-., 
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.soCal :-aclo.o.wled:ged' :tn:a:t: ',~s'om~manU!ac:tur:ing;::(n"d'\ls.~'i:f~ are 

experie:tcing :iayofts:~a!idl or iesser ·;rage inereases.; :::so:c'ar~as::~,erted';~' .:;:~:: ~ 
h.ow~ver, ~t::at 'by their 'nat:Ure:~:t:ae:ge ~1-na\4st:fies ~!a.de:::a ~mo~e~ ~ol-a-tfye:'·,,:~ :-:,: 
"ous:':l.ess cli:nate -tha.n:the '.uti!i ty industrY';::' Ac:eo.rd~:tng.2t'o: S'oCu, '-tlie ';.";: 
utility wo.rker accepts' a-~io.~we-r '~:pai';:s~eh'ed\rfe 'th&.n? ::em:;p,:ro;rees:; o't'::manj'::":I": :.":~' 

othe:-' i:c.dust:-ies !'or ~:the;~ s.ta.c:t:lity o,r:b.£·s ":o'I" "'lier.C'emp'loy-aierit'. ~:. 
SoCa.I'no ted~~:'tha t: ·1 t's ·eo:rt'..:;of' -'1. ivl:c:g:'-ad:Ju:fn~n:t~ ,~~::: :::, :: .:: ~ :" :.:' .~:~­

:oe-:::-ospective' :oa.ther':thSn·:p~ospeetfve:::and: that::a:t":'the":time::t'h~' wage>'": :':".: 

i::.crea.se :·...s:s '~Mpoied; ~A:he"'~CP! to:'i ~'th~ ~i&ar:::erid1:lig fn:::-Janua'"ii :1'982::':::-:" ,":.: 

".is,S at i o. ;%: ; ~he companY cla~e&:t'lla -:'C:UJn1il.it l' ve ::wa:ge:~: :r.n~r eas'es>-~O:r' .::~:': 
all e::ployees "N'ere 10.5% below the:":inerease -:~n:':tb.e:~:Cp:r~or=~he :p'S:S'f;'':':::: 

f'ive :rea.rs~ -:': Its :'1983 ·'"mionwa,ge :.nereaee ~'fs:-tied-'to.~:the:'Los f'~Angeles­
teng :3ea.eliC~! :and-v±ll :'ris'e- -'ab'ove": 7% :"otlli' ::it~:j us-t-1-t"fe~d: ~bi'~lli -~1982 ':.: :-::S 

increase in 'the' cos.t-ot.:r1:ving:' .:.' Theretore'~ SoCaI stated;~t'hat' ~veD::'~ ~::: .' 
t~ough' co.st~o!~11ving ~indlca:tors' ar:e"cUr:r-eritlt-'~fs~ing;:,a:t'-:anntial~':ra:te:s:;::::~ 

lower-than':9:5%,"theycto':not::refiect tlie:198:r- e'vents,':::up¢n -w!ii:cb.: the' .":-: ,~' .. : 

1982 increase was based and are not a. valid basis for limi t!ng~tb.e:~ :<: ::;: 
1982 wagelncreaS'e "~t'o ~5~;-:' ':Ra.ther ~ ':So:ca.r~~pO:in::s~::o:u.t' ':t:b:& f982-·-¢ost-of-
11 vi:.g increase ,wrl'l"be I"efiected ';'iu.:tb.e:: r 9a::;. :.wage:-'fn'creas'e'::: :':: .:"::.: ;;:: "::,~ 

(Southern. -:Cali!ornfa :Ediso.n Com:pa.."lJ'·<'Oa:s:es~,1 ts' wage'-:a;d::j:ustjients -:on::::::' .-':'~:: ~ 
forecasted: C'h.ang~s' ~'in-':'the~e-coriomy ~ }_"'c :~~-::: :.: ,:~. .; ':.: ~.:::::: ,:,,:' .:':.: ',; ~~ :':~~ -;:":.,,:.: 

4. niscussi'on::~ ~",< .. :::' "',:::: ':".: -::" ~.,.,..:.~ '::<>::2 .:::.::»': ':.' " 

.. ,~ie ::-=-a;ve::consld:ered' "sta.!f:'='s ':re"c'omm'end:at'io;ri~to ai,!~'W"·":a'~"'~:;:~:;' ,. -: . 

'N'age inc::-ease" '!o::-' ::ionim~on employee's;' ','and ::-have -deei'-deo: :'not: =to: ~acrO::pt~ ::- ,'::' -: 
i-:. We agree ~.r.:t::i sta!'f"::t!:a:t::the-co,nt::"ac-ted:,·,Unio.~~~.\tage :::nc:-e'ase ·..ra.s'~"-:;: 

::-ea.so.nable a": the:'.-time it·.iS:s;',nego~t1ated,.:'-,:Sut':we·:m:u::It: a:!'SQ ~r:C:d"::~,~~:::-:::-:: 

that'- the 'same :"i:crease ':to-r :nonun1on~em:p'I,oyees ;:rs s::rm1'la:::"'!y:reaso:na.b-Ie'- "'::' 

since the::-e is notbing in the record to. support a cont::-a~ ~inding. 

60 .-- --
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,~~,p_a.:re~s ~~~s:~':-b:ea~:;~h.e:!"_.e:aso-nab-le;-:.3:Ild..l'r.ud.~nt .::e;ost:s o:! 

SoCal ',s un,1oIl:,co:nt~act •. ~ .. W:e::e:i.n~ th,a:t. ~,,~.9. ~~~ ~r;c,;~~~s~:~~r, :,!:98,? ~ ':l3:ll~ ': ~':'):'c 
~ ... '- . 

an i:lc!'_e.a.s~ :t,ie~ ,:'t:o . the:>.r~te. ;.~ ~~.r;.~at.1~o:~~o,r:.:..1:9.~; r: ~:W:~ r\.~a~ble ~:at, ..... :;: 
the time union' :legot.iat1ons took-:p~aee- in e-a:'ly,,1.ge2: .. ~·-Tb.ese.·. -,., -~' .. _ ... ,-

f • .• • _, .• " ... ... '. • _ .... -. __ ••• .. ... • ... -.- «. '" , ~ ....... _____ ... \ ,-' _ ~ _ ........ -"- _ 

i:lc:-ease~~!'.e a.:..so~ ~~~:l8.~,J.e -:~?r::~~~n~o;?- -:em~_J:.oy:ee.:~~:.: ':. -: ':':'~-::'I: ',:~ ~.:.:::-:.: 
It do.es.·,·not-follo'W' -~rom-our. dec±si'on"today -on this-matter -" ,.;-~ 

• , '. _ ,_ .,.... ~, _" riO .... __. • •• _...... • _ _ • ro'...... ..". ,. ... .. ' . _~ _ ... _ _ '" _ .. "". ' .... 

tb.a. t this' Commiss-1,on: ~mu~~ _~always ..:t.r_eat.:.unio;n ..:inc.r~e8.Sft.s.:;a.nd::.:no:nun1on 

:'=.creases· a:.1ke- .... ?o~~·ex.ample,. ve. :nig~:~:r~aeh::a..,,:~ifte,~~~~,,:con~l~s~~~: :-('-: 
0::' t:::':!.~ :m:a.~te:: ~th.e: ev::~d.e:lce:,.demoI?St::a~d: ::~ha.,t::-S~~::~ :nO:ll~i,on:_~~, ': ,:,.":~ 

sa:.a.:-ies ·,{e,=e,:s.ig:l.i~ican,tly' . .::b.ig!ler ;,tlla.:;.,: ~~o~·~ ~~~~::~~ ·~~~ke~s::·~~. :": :;;:.-,,' 
cO:ll!Ja,:a'ble positions in .. o,ther ,.1nd1l8.:tr"ies,- .. ~ - ,~' ~:,:::. ,.. "_, ...... , ... ~.~ '-- - -, 

. -~ ... , .. ,-'" .... ,-, ............ --,~ ... , "'. -' ' ........... ' ........ "", ......... \, ....... "':.-~- ........ " .. , 
- We a.lso"s.g:-ee .with. st~!.tb.at 1!we~consist,ently--grant",.,~ ,.," ,',. 

• • ~ "- ...... - • ~ - ~ - __ '1-- " .......... "._ .... '- "-. ......... ... "_ "' ..... - \,. "". __ 

SoC3.1i~-entica.l .. i:lcreases.in.'bo~h. .the- non.union-and- .unio.n..,.cs;tego·~ie.s',. _ ~ r -
, .' .... ..... __ •• •• __" _.. "'...... .... • .... ~. _ _-"..... __ __ _.. ... • ~ .... _..... _ > _. I . __ <; ~. .,.J 1-. 

a con!~ict o.!·i:lterest :night. ar,ise ... -, .. lf. manage:nent",e,xpeets"the, ..... -.. -.," .. ¥ ... 
. . , '. _.~.. .... '1":.'_'_ - __ "-' 9' '..'.., ................ ,_, ... _._ M ..... _ 

Co=issioll.tO: .g:-ant ~.& n~nul,-:~on .i:lc:::eas;e. equal.,~~o:.::t,b.!, ;:o:'O.e."::l~go,t.i:&ted::::-;::;'::,, 

wi th. the u:.!on,.·managemec.t mar: 'hav:e ina.dequa.te,:;i%?-ce~tiye~~;,~0'2ba..;g~ic.~,.::,.: 
1">("".- • 
~ -...... --. 

-" -' .C,n .~e- other~hand·, .. :~ge:;:!;!le:reas~s_:gra."lte:d:;by.:,S:oc.al::to·A:ts S,:,:' 
nO:lU!lion employee.s ~var':r: .~.some 'e:npl-oy.ees, ·,ree.e:1~v:e la;rge::· .. ·1ne~03ases ::."':': ". :.::' 
t:::'a=. others. '!:he,;i,ncrease- we _grant ~'tO:d:a.y::::i~ f.ox:.::~a;temaking..:pttrp<>ses,;.«.: 
o~y a:.d ·,fill be a.pplied to actual wa.ge.,~1,ncI:e.ases:~as:.::So:c.~,!,S'ees,~,f.i::' .. ,:--::,;: 

We !"emind SoCal that st~f' d.oes not deter:n1n~;~:,,;,:~-:<::;:: 

":-easonableness.':,. :-This. .Cotum'is:S:ion-:do . .es:.,' -Thus,: .:.soCal. -.:canno,t,::.argue 
tca:: c~:--:a.in ~of: i,ts· la.'bor-!"ela'ted"e:tpe,ns:es ::a.r.e :,":patently,: ~ea.so,nabl~.: 
oeca.1.:.se sta.!! .50 states •. ', :,T::Us~C,ommiss,io:J.::::nay :,.eome .. :to· d.i~!e=e:lt.;' 
eo'O.c:'us:ons tlla.::. staff and.d1sa.l.lov _an~"ex:pellses. i:t.:ti:lds:, ~::' ,._. :;~.:::-: .. ,':":' 
"J.::.reasona.ble,,:o~sed _"Upon its ',a.s.s,essment :ot.::ev1'denee ,:,i,n,:the- .2p=e:ceeding .. :: ..... :'" 

- ..... :' _ - ... _,r. 

~i/f "" ~ 

- C·I ... - --



A.o1081 ALJ/km· 
... =,-., I ~ , 

_'..... ... ,1''0 

r_ .. -..... . __ _ 

'We 'a.g:.ee~th 'sta:!:t·that'~the\ ::;rti't·e'~o~·.:.ehe·~eco'nomY:alid'·~he --',~ :'.:. 
:.:.c:-eased bu:-dens -o~ ~ llt11:!:ty:ra.tepa.yers ~"~e~u!re thS:t 'this ':Couiss":!:on:: ::".: ': 

.. ~ ,. -.'".~ ," - -+,.... 'r -. -.' -, ... -, I".' .. ~, P-~, ...... -""._ ~,. ~' '~~~ •• : .. '~'" ......... ' ,""" •• ', ~ "", ":'''''''-;'''' 

:-eassess -:n.any' o! its,-regulatory ':po'!i'cies; '·'ie'put ·S'OCaJ: ou-no-t,ice -' -" ---
... -"' '-'''.' ,.-" ..... "" ~ .... ,'.-:.::..: ........ - ..... - ..... • r" ..... ,.,.- .... ," "::'::"-.• ..,,~'"'' .... ".~\ __ ...,*' .. j"_"'''' 

that i ts labor~ expenses' will reeeive increased" scrutiny-; , ~We ~'ex:pect "" 
SoCal to ta.lce all reasonable measures to keep th~~~:~~d '::o'ther":cO's'ts::C:":'':'c' 

",,' ~ . >::~: _. r, ,.', "~P- _::. ~ ~. ~ :: -:.:~" :.. .• :, ~~.:' ;"','~ .-. 

5. Ado'Oted EseSJ:a.tion Ra.te::~':N'onia.b~~'·:;"': ~:",::' ':~',:::':: "~:'"::: 

, , Escala.tion:· rates:- a.re' uSed::" t6< estima.te -tutur'e~~'ut iitty~ ,', 
cOS":s. :n this:- p::oceeding, sta!!:" ::~~omm.e~ded·:'9:3~-:!cir fge1~; -:7~" for:'- -, '-
1982,':a.."ld 9.4% ~6r'rge,~" Socai ::ecommend~d":i5'%;:!O:r aii,~,thiee-:Yea.rs;;.~ '~C 

< < Since th.~ t~~' st~!!' and S~ca.l~ p~ese:lt~d the1::--:testimoriy"on"': ~ 
":h.!.s matte::-~ est1:nated i:ct!at1~n ra:~es- !o:. f9S2~:and::t'98j -:have':: ',':,: '; ;:::' ,--' 
c.eclined si~i!iC~~tiy: Th~-: r~;~u.erid~tio~'~o! the:" :pa~t1;s;':~: ,.; :~ ~"",- ~ 
the::-e!o re, should not 'be a.dopted. .. :,;:'":::::: :' : ,::.: ~"~'" ' .. .<,::.:::.:: 

: DU::-ing the: proceedings; ;the :'''pa;t:tes \~x:pre'S'sed-:th.~:Lr;:commol1 
v:'ew tnat adop-eed ~ ~sc~s.ti~~~ rates should 'r~:ne'ct'~m:o,st':'eu;:'re:i.t;:' ,': ::'-

• -,'"_ - •• .-'-. ~, ... :," ,. _....., ... _.. JP, ", , ... _ .". _ .... ~""'. '" ,1-', ;"' ... ,. •• _ ,. ~ .. to. ,", , ..... ..., ~ ,- ...... " .. : _ 

expectations (see ~ -for "'instance ~ ~r;- Vol',:' 4 ;~'page -216,) '; - ·We "'agree - .: 
" ~ ,-u'", >- ~ ... ,_ _._, •••• : ',... ,. .- " ...... ~ 01 ~, ,'" - ~ .. ..- .. ~ II'- I' .... 1''''-'- _ • 

andy accord'ingJ.y'; rt11: adopt" escala.tiou"·rates o!'·;2.7~~ and'::5:~;%"for::'::::':>-: 

, 982 a."lc,' 198; ~ -respecti \rely. ~'r'lies~ estimates:: are ":based:::6n the ~ :':.: ",;. , . 
.. ".' .' - ,.... .... -....... ', ...... ' .... r : '~\ r ~- ..... _ .•. :~"'. \ ' '" ."'~' ... 

~ove:ber DR! CONTROL !orcast:.h

• We bel'i'eve' the'·u-se'" of- thisfo·::-e'cast" is· , , 
:-easo::.able ~or" :p~;:?oses:- o!: setting e~calation; 'r~tes{';since tli~ use o·f 

" r· '., ....~ ~ " ". ,'" _ "'~... ...... ',... or ... " .. - - - :'- ...... ~." . ."....... - .=.... . ' .... ~~.'" .. I,.. .. .. j. r' _, ,"' ", .. :..... '., 

tb.at ~o::-'ecast':is • .. hat SoCa.'l':'eeommend'e'd-,.· a.:nd-what- we~ h:avea.dollted:~· , 
~o:: es~a.biishi;g the a~t'ritionyea'; a:dj~tii~nt"~"--::- " -::-c:,~,~' ~::~_.:-r 

6. Ac.o~~ed Esea.la~ion. Rate - tabor-
• .. •.• _ ..... ,'. ~ .,..." J 

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

As discussed previously, t~~1·9e.3-·un·i,o.n~;.wa.~.i'n<:·~a.s~,s~S 
-::'ec. -:0 t=.e Los A:geles-Long :aeac~·C,?I,,:,and~wi·l'l:':";1·se~a.bo.v~~·~i,onl1 i:t 
-:he C?! :-ise'ii over', 7~': ::'CPI''i's. ~6tei:peet~d t~'~~iS~ '~b6ve~'7~';' 

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

3ecau's'e' c',!, the"ret'roSl'ec'tive ::-at'he'r'·tb:s:." prospeC"t:ive-'-nature' o''!' - " . " ,.~;" " 
_"v • ,":.~'," "'- ."- •.. ~, ..... ,~.:.' • ~:-.,+ .. :.::-:::" ~: .. ,:<~_ ... ~~~'(: ... -:-: .. _. ""'t"",,:~.' .... !.:.: ... ~: .. "", ............... ..,!"'" 

-'1-" ~ '1-; - ~ ..... "' .. ,.. - .... 



.. -.,......... . 
:: ".,' ,:,. r. 

SoCal's ..!legot!.ate.d .. :~.age, . .inc.rease.,. we .:tI'ill: ~ad.opt.._e. }7..~. ~ab,0t: "ine:rease 
e!~ec.ti~e ".Aprii.1; ~ 19Sj~ 'We .rtli_also~~d~pt~th; '. 9:5~ ~ i~;;·~~e." .~ ~ _._ ~ ... 

. __ , _'"._ u_,· .. '. L., "'.'., .¥,_ .... ~ , __ ..... __ ............ , .......................... + .. \-I ,_"'~_ ... _ ...... , ... _} ......... _.!. ".''''-''_ 

e!~ec.tive Allr.il. J " 1·982 ., ... _Ac.c\ord.ingly,..~the,~ad.op.ted._lac .. or._1n!.l.at.10.1'1r4 ..... ""_ 
0> , _. _ _ .... ""' -.' ~ .' 0 ... .. ~ _L ___ ,... ... ,~ .. '. '""->' ........ "".'~ ,,.I.... _ """ .... + <I .. ,'..... .,., ... - ... ' .. ,~ ...... ". ~ 

ra.te !o.~. ~es't .ye~::.J98' .. 1s t~ee ,..mon~hsa.~·_ 9 .. 5~, .a.n~ ... n~ne,.a~f'~7~,.or .,a.n_~~_ 
e~~ect!.ve~;ate .. o:r:-l~625%.~· .. -_- .... ~_-. ~- ".~ -~-::~,~:",.:',:.~"":'.,.'~~'~: ~~,- :.:'~~ . 

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

7. Ado~ted Attri~ion Year Indices 
* 

:Soth SoCal and sta.t'~,:recommended :::.a~step-rate adj.ustment:. 
. ._.... '--' .- , _ •• , ' .. .b" _._ ~ .... ~_ ..... ' y ..... ....,. ~ • '. 

based on appropriate .. ind1ces .. fo·r'·-ce£ta:Gi.~ex:pense5 "a.nd-:'cap:Ctal-:-costs ., . ... - ,,~ . ~" - - -", .. ~ -....... . ... - '." ... ' -. . ~ . -- - .... ,.' _ .... -... -- ....... 

-!or tb.e·.e:t"';rition. yea.r, ~,9S4.We .. will~provide that adj:J,St:nen:t !on a. . _ .. ~_ 
spec:'!i~pr~ii!l1:.nar7 .. am.o~t',s;'bj.~~t ~,o~ly"t~ ~,ch~ge~,: i;~ the=\i.~7rei~o!" '~.~~ '. 
-=he seiect'ed i:ldie;s.. '" Oll_or ~bout~'N'~~~mb;;,~" ,; ~ 199;; S~C~~b.8J.i "t-ii~- , 

.' ,. -. ," ' •• > -. '- .:,,', " ....... ~ ',. .... 'v _.' ... " _ ...... ~_., ... ' ... _-~ ......... " '~, :.~, ' .. '~., ... ,:,,, 

a.:l ad·'ice letteramend!ong~tb.e at:tri tion allo ..... ance s:peei~ied ~~. :this .. ~ .. 
• ,_ ~~. , • ,. ~_. __ .. ',. _ • ~, .• .." '".' _ I, .... _ _....... ... ' ... \r ... -I '''''' _ .... ,_,~:' ... .. 0,., ": • ......,.:.~ ...: .. __ ,," 

order to re!leet the then most current !orecasts to,t" the selected 
, ....., "" ..... ,,.,.,, ,"" ~... .... .. - - ... , .. "..,. ,..' ....... .,.. "', ~ 1" ~", "".., ,. ~ 

indices and d~bt-~o~ts~'" -.-'" '-'-.,.' ,,- . ,~- ..... ----~.".~.-" ~.-'.,---'-'~ 

.:0t==~~ ~i ~o~ ~~~C~~ .~~C~~~0~~ 
' ...... ,Sta.!!.recommended. thatattr.1t1on. year indices shouldce 
•. , •.. ,.,.',-..., - ..•.•• - ,.,.,.,.-.',,., •• - " ...... "' .... ' .• , -, ...... ~ .... ,~, ... --: ....... ,.,,..I • .;':,\ ... '- ";,~~",,, .... ~'~ .... :;,..,,< .... 

basec. on a. weighted a.verage .. of e.. number, of' DR!. sceri.a.rios'~ according 
to the!o:-:p~?ba.b'·ii~ t;<~t',;ccur~e~ee:'.a~_ p~o'j ~cted ))Y~DR!. ~,' ... S~,C~l,_.:,. ~~.~~" \,~~ ~,':' e 
recommended:u'sillg. the - DRI·.~ ,tC6N~ROi7., s~~n~1~~'~~b.o~t~ mod.i~i.ca.~.i~~~:', - "~-, 
'Ie will ~doPt S~C~' s~ ~e;~~e~d~t'1~~' ~~'~~~se' ;,;,~::~e~n~t~ .. co~~i~ced.:·: ,':~:;'~ 

. ..'. ,_ _ .. _ " ··r".~. >, '. '_., d. .. ' .. _' • _ ....... ! ... ',",~," ...... ., .... ' .... .., .... ~.. _" ..... ' ... ' 

that weigh..ting ~rovi~es,anY' addit,ional ,accuracy,.~_,;. -.<-.:~- .. :: ___ .~, __ "_.: 
. . .. ' -..... ,.,..~ ,.", ' .. _-- ~ .. '" .~. -' .. '-'- --- .,., .' .. '-"'" -~ ........ '-'-_.,\', ... ~~ 

Po:- purposes o'!* s,ett1ng,.:the .1984. a:etr1 ti~n.,a.llowa.ncer'" w~ .. :wil,l_ 
~ -, • ~ .... .. .. _ . - .....< _ ,".~ \, ... ....... _ _ ...... ,~_ .... • _ \._ ..... _ . _ 01'" •• _ "_ .... ".. ,. 

use the, lat~s.t e..va.ila.~l,e, DR!, CON'~ROL_ ,!,o.r.e.c,a.sts~ '!:9.:- ) ,9.?; .and ... _~ 9,?~_ .f.or_ .~p.e 
C?! and the ??I as" of th~ ti~'~'_ SoCa1" ii'le.s ',. i -:5'· 9.dYie~e'~ ie~~er~-on_. or ~ ,ab~~~ 
Yovembe:- 1, 198;. " .. ~,,, .••. .. ~':.~-~'.~~:,~~:~~";::' . .,;=~ ~~"-'.;-
J. S~o:"age a..'"lc. ~'!"a:lSmi5Sion ~·~e·~-se-:---~:'~~~~",~: -::: :-~:=.~~~~. . .. '. 

1 •. , . S'u:?~rviSion and" .. 3ngi'!leering~_" - -. - v _. ., _ - _ •. 

. Accou::.ts,814, $;0" 850., a.n~ 861 a.:"e'~.;upervi·~~i~.n: a;~'"" ~ 
- .. _ ~ ~ • ~ _ ~ .,.' -" _ "~. • ' __ .. , _..... • . + ' .. _ 'VI .... .... _ ~ 

eng!.:.ee:-i!lg (S&3) ,acc~un.ts. ~or. stora.ge .and... tr.ans.m1.s.s.1.o.n, .. a.~~Jyi,~.ies~ ... "'~";-
•• ." - -" ... ~., .... ~ • ~ • ".' , • - _,,,, •• ,. ". \ _, \>.. ....... w .... ~'... .... __ ,> •• , ~ .. ...' "'" .;,.' ......... __ .... _ 

'=::'e -=ota.1 di~~e:"enee in these S&E accounts betweeIl SoCal a.r.d sta!t is 
574.1,000. 
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St~!: :pro~~sed. to -: ~educe:' So Ca.! ~'s S&Z-;!undi~gi;;to :~enect the 
• - ... ~ " - • . ':'" _ -......... ','" " , ... '-00,,, u ..... ,. ,. '.. .. -. ~ "'" ~:,... ' • oJ.- ~ .. .. v 

adjusbe':lts ·s-:8.!!" '::lade" -:o'thetion-s&E· a.ccounts ;-' :So'C3.l Wi~n~'s,::~rad:rL. c.:~ 
:'. ."'. ,'-... " •• ~ .... ,., ..... ,.,' ..... - " • ':. ,. -,"'" .. '":" ..... ' ... , " """, -.,. (. ~,_ .~ I"" ,_' '. • ... ,... i'.... ... ...... _ ... : __ • ,~ 

ag:-eed there' is some corre~at1on·between the -:wo' categorles.:'cut not--' -',' 
:lecessa:':1.1y- 'a dir"ec't: re~atto'ns.hip~- ," :.:.:;:" .:;::-:-::: -: : :::;.:-:~ ,,-:~: >:':'" :::;::.::::-: ~~~:.::: ; 

. ," r- ~~ ."_......., ..... ......, .... 1"'. - ,'. ,".....,... - .......... , .. ~. ,.. '::." - ..... '. _ _ ... T .... , -:' ....... " __ • > ,.. '" .. _ ''II. 

~ !he to'tal"di!!erence' bet·.reen' SoCar and'-sta!f'""!or~ non~S&E:-- - .. .:. 
...... .. ,'. ", - "" ~ ...... "'-~' I • ~". .- ~ " - , ....... ,'" Y'.... _ 1_ ....... r:~ ,', .~.. . _ +-' - ~.-. \ _ ". ,. ... __ ,.. _,,.. - .... 

storage 'and.. tran"sm'iss"ion,'expense' ~i's ap'pro'ximat'e1.Y" $5 .. (·mt'l"l'ion;..·· :,- -,;;~ ~:'':-
• -. , ... -. ",' ""'. ..., • " ,'" .......... '. <-t ... • "', .. ~ ....... -1' , ~ ,,,., ..... ~,.... ...... " .,"" I" -. !'It ,.. - .. , r.' - ..... 1" ... .;<_ . _ ..... 

About hal'! this' $5~ .. 7- !n'il11on ·d'i~!erenC:e- is' due' to':- C'l")- the"'-nu.m.be·r' 'o:r"'~' 
ve~ls to be' ~~:p;'i::;ei.- :~'d::'( 2 y: g~" io:s s~S:. ~ ': 'S~i;ee: ~ell: ·r:e,pa.i:r:s-< i=:e~ ~.~ ;:~: ":.: 
co~:~:-act~d ou"; p-: thls ~ aift~:;ene'~~ :"C~r ~24') 'sh~';id: :lO't:" a:i!~~·t~· sa;': 

~ --.. c', "- ..... " • ,- ........ ~ • _ • ,~ ....... ... ~ _ ........ '-,"", ... .. ... ,,~..... ,-'e ~ ... "" _ :.. _ ,". ....... -. "" ,...4o ,"'" _ 4' • 

expense a !,'11tewfs'e" gas lo'~s'e'ssnouJ:d- not· ai'fect'" S<3:E'"'-ex:Pense"a· ',' This': . '.:. .. 
lea.ves a :ii~'; '~eduction '~"i'le'ss tb.a:;:;s~~·i~':~tor~a.·ge::ana-: transmiS-sIon' -: i, ~:.:,,: 

.. ,. ,~H" ',' '. .... ..... ' 'f.: . .... ......... ~'" ~-, ~ ... ....., '- -. - . --. ..:- ... _ ~ '. ..-...... .... .. :' ~... ~: .... ~ ~".. "_ .... "., ,_ .... 
ex::?ense ~ which- argua'bly couId i:np'act--S&E- 'expen:se'.· "ie' a.re- 'no·t-- .. " -" '" -
convinced this change is su!!ic1:e~t~ :to c~;:s;e:'"re~:u.ctio·~~ inm expeD:se;":' 

, ...... ~'., ~ '7 .~ .r-. _.,.... ' •. \', - flo" • ~ 7" _ " .,'''':' _ ..... ,~, ..... ......, , .. 

a.:::.d we will adopt, So Cal' s es-tflna~~3"":'f'0:~t:n:e:se-~S&E-ac:c:oun:tg:..::...::...: "­
. 2.:' Ac'count'S15~"\reiis' O't)'e';'ati~:~s ':.,.':.~:::.~=',.:' '.:.::.:.:,,:~ ' .. ':::-

.: 'The'staf! e'st"imat'e' 1's '$98,-000 low~r~;tha.n.= ~SoCal ,:s:~: . ~;sta.tt- ,~ ... ,:,. 
, •• _. .~ ..... ~ ..... '"': " ':.:.' ....... c ... ~ " ., •• ~ .. :" ~ ~. ~.- •• ', _.... ... .... ". +, _ '. _. ,... _ ." 'II.. " __ 

disagreed. with.. So'Cu' s'e'stimate 'o'! "was't'ewater" 'haul"age' eXp'enses··at'~-tb.'e ., 
'. :.::' ,.'~ .... ,'" ". I ... : ......... ,...... , ,.ot ., __ .... ..... ;-... .. ~ ....... , .. " 

conOr Rancho Storage Field.. Product'i'on and ·vtthd-rava.l"·opera-tions a.-t:: ' " 
~. _.k -. ,_ -, r" "'_ ~~ ••• "'" or ~ .... " _ ' ~ ....... , ••• :. ...... __ ".>'."" ... '. __ ...... :,.. '''','. _, "",."'" 

tha:: t:'e"ld- generat'e ·,fast·evate'r' 'wh'ich 'must' "Ce"removed' "to-a; d\m1p site. 
Sta!'f--~dO:9t'e'd ~the "SoCai ~etb.Odofogy;:a:nd"~r:e~ovai--:- coit ::o1::S:6~~ei :~~::::~::::'.:":- ---: 

, ...,;- " 

barrel.. B:owever, stat! used 1981 recorded d:ata.-.;·tc;:·~ist:i1nate:· '~.;'.-::,:-: ..:>.:: 
.~t7e"',{at~e:,~ ':volUmes-~-:c'~: ~::. '.:.":": ~ 0-:;: :.' -:."': -:.": " -: ~ '. :;~:,--;:. -:.:.':: ~: : ",:':::: -:,;:':-

'" ,: ': 'iI; ";:ril :-ad'o£t ':the" ::st~"s .'e-st:fllla.te- ":if::lc-e: ':':''';: ~~":b~ised' -:-"o~n ::th-e '~':: 
'.~:"" ' ........ ; ,... ....... ~-,... "'-.~ ''',-- + - - ~ ~~ .. -~ - _",,-~,,- ... ~ - .~ ........ ,--.. , •• :- ' ..... ' ... 

::lOS-: :-oecen:~ d'ata.- . ~ .... ' ..... , , '.-". '--~"'~."- 'c.'----- .. ' , ... ,-" 
3'-;;'Acco~t:8f8 ~'CO:m~';~S:s:or'S';;aii;:-d iX-o';~se:":~:::''':, :',:::.":;:.: :.: :-,~-:: 

'!~e . st3.!! es't ima te' is "Sf93' ;000: Iowe7=', :~tllali S':'o'Ca-i' ;'i;·ir.:rs ,~::: .:: :~ '",' 
• _. _ ,.... • .......... ,~ -:""',. ".- '_.' .... ""'.' _',~. ~ - ,- ~,: __ ..... ~; ..... : ill' "'-.,. ," .. """ .. ' ..... : __ ........... ~. ~, •• -r'..,. ... '" 

d:.~~e~ence :'ncl1:des ·SoCiI f s 'sti:puIa:tion ·to -red:ilce' -~ts 'original '. -'~ - -' . ~ 
oest:':at.e by $38,000 ~or ex:oenses related to acIii:t=io-:na.i'-~guiri::iei";1'ce:s'~'~: 

'" .~.~: ....... ~::"""',' ". ,'" n ...... : .~. ..~.. ~-.'" .... -:. .,:' '. .. .... ,"\ -, "~'. r. .,'.'," - ,<'-0 ..... ' .... ~ .... T ''W.I ,0,I. ... t 
at ~b.e 3~st ;r.:l::-:~iet: storage !ie!d: ... - - ... ,_. ,-... , ",,,,:' 

• '-" .-. • .... ~ ~.. -: ~.:.. .~ _ ':: •• "': ~, .' ,-' ,: ~ '" '": ~~. r~, - ." -:. :- :. :~ .:<~ '~.:.. :: .:, :- :".:'~.::- : ':;:-- -::0 (' = ,.; I:' ': :",': ::.:,.~:~ 

,..,... -, o· _ ..... ,. __ .... ,.' ",., ' .... ,', ..... ' _____ • ~. 

..... " ........... __ ~, .. ' .... t .. > _ ',,, __ '. ~ .~ "...,.,,' ._. 
... ... ,.. .,,-. -, ...... .'-

• ... 'yo .. , ,. '., 
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.. _. S:ta.!i'~used :-ecorded 1981~data~:to .. projec::, ::98~_expenses. 
, ,,-'......... ..... ,.' .... ~', ~~. -- .... ~ ... ,,'... ,- ........... '", V h.' ......... ' _ ,_' _ .... " ..; ,:..~ ~..,; -'_..... ........ •• _';',1 \. .... 

SoCal a:gued ~at t!le..,·use o!~ .1981. r.eeo:-ded data does no,t. make sts.!!'"s . 
• ~ ', •• ,> ........................ ,:"-_ •• : .:,.,:",,'" __ -<.:...;, '0<": :,: >~)~,:;:,~ ::.:...",~ .. ~,": .. .." •. ~.=~:..~.:...,.:;~ 

es":i::l.a:~e more. reliable~tb.an its OWll,.~ .SoCal_!urther argued.that.its ~ 
.... . .....01 _ _ ~ .. . _ ". _ .' _ ... ,. ... -...".,' ,..' .• ,J .~. ~_ .. .. ••• -.- ,,," &.. .. '.' ,.;., ./ . ...:. ..... ..... ..,: '.j ........ ;" -... & .... : ':' ,",:':-:; ... -

1983 estimates a:-e g:-ass roots estilllate.s .d.ey.el.ope.d by each diVis.ion . • ' ,;,,_ ,..'.... /..... _.c." ....... ~~,,.... 

cd depa~~::lent .• ". SoCal pointed- out_ t~a:t:··i'n,-.'~~e~·c:o.st:. pi~;(i:ig"JI;roces's'; 
-, ." .0· .... e' .. ", ...... , .,'" _ .. ,- .. ~_ , .• ' ~~ ~''r' ••• __ e:.~ ... _· ....... _ ... ': ...... _' ... ....,,; .... 'h,"" 

SoCal's proj ecti.ons are made tor two future years 'by those people 
~. • - ~, ...... ,j,,- • '. ',. ~ ,:.... ,", '". ::~ <, :\:.. ~ ~ :: ~, ' _ ... • ',~. :": '~>: X f: ; .... :' .: ~ ": ~.:::~:: .. ,: - : ~\::..: .~, .. ~, ~'.' ...,. .: :," ,-" 

di:-ectly:-esponsible for the work to 'be done·. 'J:herefore, SoCal -._. . 
'" .. .. '. ". ~. ~ ~. :-". .,' _ '". : .'"', '. -: ':' :: ·u: _ "" ,~ :- ... < _ ... ~:: j 11::-:" \: ~ ~~~,. ::. .:. ~':l ~~: ~ :' c :', ~ 

a:gu.ed its es.:':1::l.a.:t.es .. bette::'" re~leet_ .e:c,e.e~ed ... r 98:';~ 9I'~e.rJ-ti_ons ... , .. 
• c • _ '. ..'" ,,~, , r .. ,~. \ i... '... ~J - ,~ 1- ,'" ..~, , <,; • 

·i.e. 'belie"rethe statt's est~"iating i~'Cr~oa:cli·'is-·::·easo·na.bre.~··-·" 
~::-~ ;,. ___ ~' ,'- _ ..... _'~.~ ~"~'l-"" •. ,_A .... _~..:.:. .. ..:- ... ;:. ~._:'.~ ~;:,;.rc, ::\~.~=-.\ ... ":'~.:'~~ 

A grass ·roots es:t.i::l.a.;te: i.s~ .no·:t ne.c,essar.ily .mo:-e :easonabl.e than any 
... • .~, ~ .... ~~ \ - ""0-_ .',. .." _ ..... ~ .' ... w"": -.,~.:: ..... :: ... :"~, ...... ::..~ .. ~'~:.: •. :...... .,. ._.::.:",: .. ~ :.:1,. 

other •.. Moreover .h it .. is ... ve,ry .. di!!i~el:l.:t ~.oev,al'.!a:te~pn ... a .he.~r.i,ng ' .. , ,.' 
_ n ...... _ ............ ,. •• •• L' _ ,. ,'" ~ • ... " •• ""'.,,. .... ' ........ '. _ ..... '" .. ~ ... _ l. .... _ ... ;'. ... ,,'....... . , " _ 

:oeco:-d whicl::.. d.oes nO.t i.ncl..ude ... tes:~i:n.o.n.1_ )yt.ho.s.e .:.fh.o., .de_v:elp'p.~.d, th~ _ . _ , .. 
., ~.. ~ ~ '." • ' •. ~ ,1_ .... ,~.... ..... ...... '. '- ............ .Ao. ..... " t. ...... I ...... , ...... ~: ... ~ "" .. "" .... • ... ' ...... I ~ I, " ... \.,"a 

es ... :.ua .. es. ~. lie w.1l ado'Ot stat... s es ... i:nate -. , . 
.. : .' . ,. . .: ... ~ '.:-~," . .,;.." .. :' ..... :",~ ~ ~ .. : :.' ... :: ;.:''':.' :.... ,:·I~~. ;"",~.,~"':; ~.,:":-,, -::- .. : '~>:-;.: \' _":": ~. 

4. Account 821 - .. Puri~ication Expense. I C ~ '"' _;, _'_ ." ~', '.'.. "' ._ 

- _'. _"' .~ __ ~ \.oJ"" "" ',,, .... ".:... -. ..... '. <rill: .:.. ' 

'!!le sta~~ esti:nate is $2)!-,q99.,lo.we~ .. ~~r~ S~C~~~~.:..~ . ·O~ ~tA1S .. -
3.!:lOu:lt ... $3.6 ,oee is. a.tt:-i"outable.'"t.o'::"::3::'t~'i·'':;s-p-;r8:p~-s·ers:m·o;r-t'''rz':it:10·n"over 
a t""o-:re';'::~ pe·riod~f·expe'ns.es~ ·ass~e~i·~t~.d '~:th~ ~19~8S~':~y~c"o~~ p'~Cb.ases.- . e 

. \' .. , r.~._ .. _~ ..... __ ~ " ..... ,Jt.~~ ... _: ...... , .... --. ."\._.~' .... ...- .... I",,,,'.''';' _.~ .. v:·;. : .. :-:.. .. r\. ;:I,~I+'_:~~~,~~.G; .. :':': 

~o glycol. is .-:0. :be- pur.cha.sed .i.n. 1,,984 .. -.... ~ ~ •. '.'-. .., ~ .. 
~ '".. ~ • >-... •• + ""-+ •• .., • ~ _ \. ~ , , A. _ '- ~.' .... , , ... , •. "'" "'" _",,' ,... .... -..... ... \.... _ , .... _,.. ... 

, '. ~he a::l.ount .in .~,;est~i;A . i~s- :~e·fa":ti:V-e.li·-i:n-sig;i.i.:tca,;t "io.r··., . V· .'., 

~ ~ •• -' ","-- ~ .... ow ..... , .~ .. , _. '.' ,_._ ...... ~ •• ,_ .... ".I\ ....... " 4 .. ' .... ..;,.:..~.", '""; ........ ;-:c·,~:',;..~:~. :._~u~:.: ::;.~: ..... ::-. 
ra te::a.lc:':lg p.~pose.s .but. t.he . ..issue ~w.a.s ... :pre.s.e.n.;ted_ 1.'1 . ..s.e:ve::,al ;.i.ns_t~ar.ee,s", _,~ 

,._ ~ ~ .... , ........ __ ".." ........ ~._ ••• ,._ ......... ,., .......... ,} ..... _ .. _ ...... }' .... ~'" .... , ........ 1 ..... ~, __ ......... _ ... : ... ::.. 

besides th.e glycol. .. purc.ha.s.e.. " ." ~ ,.. ~. _ .. ::.., c. _ .• '_' ... , _ _ .. .: 
• • .- - -. '+ '" ........... ... - , ........ ~ •. ~ ... '.': J ............ , ~..., -. _ ... ' ... ::. f -: .... "'1· ::" ' .. " :.::... • _ ': .. ." ": : ~';' :. 

~:'e glycol purchase is a :lonrecur:--ing expense ,_.whie!l.i,s .. no.:t,,... .. 
... _ '.;:' ___ "".. .. ~';' .. _. .... .1 .. ~ ... _ .. -Io. 

o~ a ··s~.gt.a.r...";i..a.l. 0= .. ex.:tr.ao.:-di.nary~!latur.e,_. _ .Und,e.r _t,he .. Re.gula:~ory Lag. 
• .. • ~....." P. ., - _.... .....' '.".r'I.... .. ~ ..... _, .. '..... _'... ... "" ..... IF _ ~ ___ ~ '~:' "'I 

?:a:l, the utili ":j :nay suomi t only one test showin-g.. SoC.al a:--g'J.ed 
"~.~~ .~~~~~ ~:--

~=-a ~ i ~ ca::.no-: submit a .. list- o.! :lon=:ee.llr.::i.ng Jo.is~el.l~e.o.us ~~te:ns ., 
',,::ic:: -'{!ll OCCl;:, .. ~ ~!le:s~.~9nd:~jea:.;. Ea' ,tlla.t. ·~t~r.s-r~e~~s~~·~i.~£e to' 
conclude t.r.~~·.~~~;e,.·~i~.;~~ ~S~~h.~·~~~~;~~··~~~~h.~W~~~;'ic~#:·"'.i~~'~h;,,...~;,:~.r;~ .. ~ 
jea:- ~C :10: ~i:l,.tb:.e ... ~~~.~~:_ , &'.:".<.:~ :,:::~::",:-:.:~,' _:": ;~);~;~~~- ,:~.-'.:~~~~=~:~, 

'lIe :lo":e that ".fe establisb. SoC.al.:'s .::,'evenue rec.:.t:L:--.eme'n-: ~based. 
~_, .. ,,_ 0-.. {.:'::"" :::- ~ '":':,~,,:~ :--,:';:'f. -:::~C,~. ,>_~-: ~t_' 

~~O~ ~hose cos~s So Cal can ~emons~~ate a~e reasonao~1 !o~eseeacle. 
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0, 

" "_ ...... -. . .... ~.." ," . - ..... :,........ , _.... "".,. ...... _ ," __ ..-, r ~~. - f·_ r:--... ,.., _ ':' 

'!'l:e- -:-ema.i-ningS1'95, 000 di::-!e':-enee- "betwe'en 'SoCal '-go"'and 
...., ~ ..... -, " ,\., " ... "... r' .... ~..... _ ,,_ ...... , ·'7 .f"\ __ " ~. - '. . .... _ .•• ... ..... & ..... _ ._, 

S-:~!' s :-ecomme:ldations results" !:-om"ai!!erences in -est±mati-ng-'" _.. - , ..... -
-:echll±ques:: SoC'3.1:us:e~'· a ':irasi ~ioo't~i esifm.i.ie-'j": :de~'f.ved;' cby :-!±e.17d::; ::;::- C):,':­

~e:,sonnei'·~es:pon.~1'ble !or"th.e:acco.cnt~· ':"~St~f':';used 1)9S:f":reeord:ed"d:ata.::": ':: 
in..."la::e'd·to -develop: a: -1-9~' -eStima.te > :Soc:a:J: argued 'that~s~a~i'::d':t& n6t'~ -:;: 
adjust 1'9Sr: to !'uiiY'~ rerieet:~·t 98~ ·':p:twed.:::opera.tions~::·:'We':.·a,gree':'tliat·:':~:- s 

• " , ... ,,"-. ... ..... '. - .~ ..... '.... ", - ~, ., ," .... : .. , - ... ""'\ ... -, ...... -.. ..,"' 'I'" _.. "", j. , .. ,. .... -'\ .......... ,..., 

sta.!'! should 'colls±derpro:posed"cnanges'oe'tveen -the~ot:'e "'rec-ord'e'd:-lea.r':. , --
. . .. " . 

':lsed as the basis of' its estimates a.nd;the~eomps.n'1,t·s::opera.tioii:'pla.ns :"t:·,": 

!o'!'th.e"test yea.:- 3.:c.d ~will :ado~t . 'the :'SoCai:'~\sti:iate <':~or:t tb.iS·::~o'!'tion 
L _ - '. ' ,.... _ 

o! Account-S21;;:. ..... ''f. ,~",'. 

5 .ACCo~ t 82:r· ~ Ga.s:-Losses" :;; ~"::' -' -:::: '.::: :: ~ :. ',~:." ..: :;:: ~ ::~' "~: -:- .>:,;.':-: -:.:' 
, • " -" , +, .. . •• - .... - - •• - ~ ..... - ",~' - ., ,.. • • ... ,.. ,- • ,,,; ,"", ... - .... ,'" ~;':, ..... ( ...... , 

SoCa.l i:ncl~ded' an' ex:pense"'o~'$2 ,;056",;000' in·'test·'yea'!' r98~---'" 
~or ga.s losses occUl"r1ng at' ~erta.1D" s~ora.ge-'~r1eld.s·:~:- ThiS'·'includes:" a. -:::': 
t .... o-yea.·r amort1za.tion~ o:f-p~e:r98,:-ga.s: loss~~~:net o:r~1nco~e""fues and 

,... '" ~ '" . ".. _ ... ~. r", " ,~, ". ~ _. ~ •• ... '" ,". _ ..... "," • _ / ••• : _ ... ' "'" ...... ~. , ',;'- ..............., '.: ...... > 
a g:oss 10ss"1n ~1983-·ot .. $984,000.;. ~ ~hese·lo·sses"ca.n~"be-divided into' -~:., 
~ou:' categOries'::'"'' ,~::' ,." :-~. ::~::.--::-' ':: ;'~ ~ .. ..:.,~.::,:::;.:,!. _.:.',::::" • ;; ~:':, ".;:-..: "::-~' 

':{'t)': Surfa.oe Leika.ge::'~'i6sses from.:;:th.~:'weii':':::~~' -:.: :":~:" ':' ::-..,~' 
".; h.e.a.d..:: and~: f1'e.ld~:1'11'e, t"1t:tings;~':C no:r:mal~, ~" :::::: ::"~-:~: _.~."";;:"~' . .':, ':':::' 
_ ,.,o:per2.:tioll).;.. :':::.;'.: ::-:::: ~:':"" ~:',,' .,~.:'~'_,":,~,:,:::,,:: .: .. ~::-.~ .. ,::":, 

(2) , , !!lcident~ - losses !::'om leu:! in well 
. cas1ngs· and ' :-~la.ted . aSsembly';=" -<, - ..... - . - .' .;~:: -.:~.. ":': ,~:' .. ' 

(3)' :?l3.:lt":Slowdows··: the~eva.cua.t10n:O·t- ga.s:'·~· :','::':' ":":,:'::, .':: .,", 
.... ~:-om: the-:: I3tora.ge·"·!1~ld:,p1ping" !o·r:-. ~ : :.-.. "~;~~',: ' . ':: ':: ':. ~ 

:1ai.!1tena.."lce .activities;:_and _. _ '._.m 
(4), !1ig~a.-:i~n.'~,. the.' SU?S~=,!a.ce .. :n.oYem.~:;'t'- ?~. ~'~, ~ , '. m •.•• •• 

" gas'ou-:side th.e" storage !ielc;. ., .. "" -.. ".'" - - . ~ - '''v 

S~a.!~ a.11o·,f.,:ed ~·~O'!' es::i::a. tee. 198:;' 'gaS losses' :n= a.l!':'·o~': tb.e.~'''''~· - .:: 
3,'oove categories. Sta~' also" aJ.lowed ':pre:" 9S~::: m'igrat±'on gas.: ·:!:.o~s:es . " :-:.~ 
i:l the amount o! S796',000~a:t- the' East·,,: Wh.itt1er:·Stor'a,·ge': Pi·ela·:·~·:;: ~):':.:; ,,~-

=:oweve:-, beca.1.:Se SoCal ~iled work:?apers, on La. Goleta Field mig:-ation 
losses la~e~ s~a!~ ~ecommended the de~e'!':-al o~ the eonside~a.tion o~ 
s~ch losses, a~~roxi~a~elj 2 Ec~, ~o SoCa:'s next gene~al ~ate case. 

'5"'~:' -- 0"-
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S~! '.s. :-treat:ne,n.t -o! .. ~r.e.-.1·.983 ga.s· l-o:sses ~' ... .as ,expla:L!l-ed 'by 
'" •••• ,c _ "" .. ' _ ••• • ...., Or _', ,. _ _ _ _ ........ " '0- ' .. ,oJ ,::; ~ ~ __ ...... ___ ..... ... .... __ 

sta!! wi tness-Fe.rra.:o .. ·. He "ar.g:ued . that_SoCal.,was a.wa.re .,tha.t_losses . "_'_ ,,_ .. 
~." ,--,.'. -_ .. - 'V ...... _~ ......... _.,,~_ .... ~ __ '.,.,_ ............ _ .. )J __ .. _' •• _ .. ___ ~ ...... _ ... I." ___ ,' .... ..,. 

d'..le ~o sur!act .lea.kage.,..inciden.ts.,.. and..plan..t .. b.lowd.o:wns ·w:eee-, occu-:=.ing", .. _ 
" ".... ... ~....", ,~.-, .. .. " '." .. ' ..... , "', '".. ..~. "-. ~- _ " ........... ..;. .... , --- -'" ,- - ... 

b'..lt made no -e~!ort ::to es~imate- these .. losses. ~._As",a. r:esul t,. _s~a.!! .. , __ .... _ " _ 
'" ~ '. • -_. - • -- .~ •• _. - _. ~. o( ., '-... _ ~ '-' ~ ',., ~, ./ I... ....... _.. ..... '. ___ • ,-,' •• r ~ ~' _ 

".:.:'ges,. SoCa1,shouldJ~ear,.the c'onsectuenceso!,it·s.,~lac.k,..o:f:,d.iligence, .. " ., __ .~ 
...... ... .... '.. - . _. .... ........... • ...,"......... *." • ... ..,. ....., ",. " _' .". ... . ",'" _ • . • -f'<O \ _ ... _, _ ..... .... 

S-:a!!' mac.e:a.:l exception !or .. migration_losses _ because .. these ~loeses are_ ... 
o!te:1' eaused _ by, ,unc~~t;~ii~bi~._~.~~~t;:~~~e.e ~ ~,~~e ~~o~~!;~es~eabie , .. ~d: ~~~. 

, ~.' - 'H' _. _ _ ~ .J " •• ,"-..... ow.'. , ..... _' ..... , _ " ... "., .... ,_ .......... __ ...... "" ..... ,',~ __ .... ~~., 

~o-: su~:ee-::~~r~a~or.;.ab.~~_~~~i~~i~~: : :-::::.:.:::;;, ::::_ '.::, '. _:,"~' ( .. ::::" ~,~.:. ':'':;_::';;:'' 
.. ... .... '1:he . Ci ~7 . o! .. San. Diego· .-:oo.k "the .. :pos i tio,n .. tlla. -: only. gross· .... gas .. ,.·_ 

• .... ,. _. '- n.o.... '.... "" ~... ~ n, __ _ _ .. __ ~ • _ '0 " '~', .... ._' _~ _~._ jpo VI' ...... ~ ... _. "" •• ~,. t.. . __ .... '" \" . '", _ 

losses oee'J.:':'ir.g i:l. 198) sho'J.ld be allowed. Counsel !or Sa."l.,.:.Diego"', .... , '_~ 
•• _,_ " ..... ;.. "" _ ",(4·r • 

a.:,g-;,ec. ,:::a.-: i:1c1usio:1 o! pre-1983 losses "in-test ;rea:.::;.198:'3",r:a.tes :; 
" ",,'~" ,.~.~"-' - " ........ ' ... ~,-., __ ..... -.... \.. 4. 

wot:!c.·. breaeh the .. rule agai:l.st·· retroa.c::l ve-_ ta. tema.kfng. ~ _Nefthet, SoCal 
,- , ' ..' ....... , , .... ,~ >+ I .. ,_.~ f u_",' _... ,.,. ~ +' "" ... • •• _ ....... , __ '.. .... __ ........ ..,J ..... 

r.o:, s~~t.addressed this.isue:in,.theit,'.brie!s., _,..c __ .. ,. ... ~ '('~",.' _"' __ ,. .... 

. ",. w~_ ~i:i.i~ ~do~t·'Soc~ ~~ ... ~~tim:at·e·~t;~.,y983~g~~'j~~·ss~s:iotai~i~g_,,_ 
.'0", ", __ .... ,. ~ ,,,, ,.,. _, ...••• '.~ .... '. ~ ........". wi .............. ,' ~ ... ¥ _ 1". ,. ............ __ .... ~,.~ _ ""..,,1 

S9S4~OOO. 'fle • ... ill.not,."b.oW'eve:-~. alloW' ra.te relief.~f'or:es:tim.a.~ed pr~=~ . 
" k ~,,' _...... ,.. ... ..... _.... .' .. ',,'...... .. " '" .... R 'j ,..... ~ 'w' _ ..... .......... .... .. , .... -..J! r ...... _ ' , .... '.... .., ". p 

1983 losses. SoCal aelcl.owledges that it was not until tb.e.,.l~~~. _.'" _:~'~'_ 
1970's tha.t it undertook ,a. study to,c.ete;:mine .... th~ e:lt~ent~of:it~· .. ·~ e 

- - •• 0" .,' ".~...... _ .J' .... , .. '_ _ - , , _.' .'-.. ~ ..... ' • '._ ...... ' ~~ _ .... _ .... \ • 

o:;>e:'atior.al gas losses,: and·': tha't-': the.:'re-s:ults.: o~..:':tb.at.-' s;t.ud:r were only 
:-ecer.-:ly available. We will !lot -:aJ!e s-:eps now', tS.:; .. a.ke,:: the ccmp~ 

, .... '. ~ •. ...... ". .- -.. ~ .... " .. ', '.~' . ~,...... - ,~. - ,... .• ",' ... " '*\ - - (' ,... \ 

'"hole tor losses it !a.iled-to::'dise·over,at·:a.n:earlle.r:da:t,e .. 'We agree 
. '-~ ... --' '.'" - - .' - ,", .. ~ ... , ...... " ...... -" ..... '-

wit=- stat! tb.at wl:.ile SoCal,should.rely ~n, prospec:tive" estimates tor 
.- -~. -.. •. - ......... ,'.. <-~.. ... ... ,-', ,~. ''''.... ... - .... , "" ... _' •. , ., \ .... I 

s'J.:-i'ace :'es.kage ~ i:l.cidents·.: and- plant.':bl'owd'o.ws:-!o:,.~:ra..te'S'etting 

~ur~oses, ~ig:-a.t:'on .. losses a:-e' ;~t; is "~red.1ctab!e":;·: -:"Fo~-'the . ~'C.t'!l:,e, 
SoCs.:. will be pe~i ;;ed" 't6" ~~~r~~·~;;:p~hses':~~.;e:t "o~S::l.~o·m:~ t~es, !o:-

• ,.. __ ., , _. _ :.~" .. • '._ ... ~ 10. •• ___ ... ........ ., ... ~ ... '.L: 

:n:';:-ati~Il:- gas ·losses. in, a. de=.-e:-:-ed aceo'JJt.': .. desi~at,ec.. as .~.Ac,e,oilr.t 
.-..- .. " _.. . . - '" - •. ... • ._ • '.. • __ '" •. +.- .. ',. "~ _ ~ _">- .... 't'_ ..,.' __ "'~ ...,. .... _ ........ 

82). ~ )!:'grat!o:l. Gas- Lo.sses'" • .:' .'1:hese .. ex:penses .. , sno·uld_:'oe i!l.elJ,ld..e,d_i::l .'.''' .. ', 
" . -~. ". . •. _.. - _ .•.. '., '.,. .. . ... ",. .... •. , _ ... ~.,-' -' ...... -.'>-. - ,-"'-"' .... - • ,- - ... >+ ... "~~'''' ,., .... -' ."" ' ..... 

~he :l.e:ltt gen~:;a;~ :,~.e-: ~~e-: ~~~~?:w.1ng..~::'E-ei.r~ a.e.~r~ ... :.~-:-~: '.:: -: ::::C)::._~ .,., .... -:- ~.: 

, .. ' _ ...... . "''''-
,- I "'.~"' ... -: ~.- ... .. "'~ .... _. ~.~ _ ........ _ ...... J.. ,,::':,. ;:.. 

~ . 
I";, r" .,~ ........ \ '" ,..,., ..... 

f \J ..- 'J'J ... _ •• ,.J.a.! .... 
. - " - ,'" -,~ .... '.J'" - . --"- .. '~.~'- ,.. 

- .6i;:, ~ -



A.61081 

, .. _ , ~ , ....... " _ _ ....... ".. ........ _~. j'" ~ _. ~ ...... " _ ... ,...., (' r'" ." :.., 'O-' ... ~ ....... ~~ -""1-::, 
Sta...~ ·.-ri ~ness' ?e:-:"a:-o" also ' .. :-ecommenaed-tha t' because- ot' the-

• -. ~ I"' • r ,,. ., ~ ~ _ 

large' ga~(1.o$ses a.t~' tie: 'East':: Whit~'i"e'r=·S~¢rige':'Field.; sociJ::sb.oUid: --:~'=,;;. 
. .... -. ... , ",,'" ... ~ ;.,.,.. " ~. -:: ,'" r.,.... ' .. _ "''''''','' II....... _"\ .... - __ .• f/W 1'" ... ",; - ;;. _" ~,\ _ ,. ..... 

Ul'lde:-~aJ:ce a. st~dy' to' deter:n:tne- ·tllle-the:- that -field should-be removed .' '--' 
!rot:L ope:-ation. SoCal vi tness Brady agreed to expand SoCal' s' eur-rent,2': ": 
study· o~ tha-;- ~ac111 ty~:: Sta~t:-- recommended": that :s(;cS,i.:"be ~~i.oired to 
:-eport i ts"ti'nd1:igs 'in-1 ::-ste'st' year 19'5S'::rate=- t11-1ng:::" 'W:e~' a~reec;: :: ~ . ' 

6. Account 82'4"-"'Other":O-cer:at1ons-'Ei:Oenses~:':::-: ''':'':''.:'": ':':-.;:' :~:~ . ..::<:: . 
. 3x""ib"i~'141" re~ect's' a;:- ditteren¢e i

" 'ot- Szt9 ,000'::1-;: A;~6Un't( ::;:, .. 
824. .. ~b.is a.:n'ount·ls::-rela~ed:'to~the am.o'~ti::a.tion~o:t-=~e'ft~ill::<;::-:· ~,:-::' -

cs::.cells.tio~ !ees resulting ~:-Olll th.e revised plan or operati5tis; a.t:~ "::-::.. 
~en 'Sec'~·iOtl."· ~~e' a:ppropri9.tene~s""o!'this::,~xpe~ai tU;~ ~ wiii'":be ,,, 

~ '" " .... ,'" - "" ~... ., "- ... : ... "..... ~. , . - , .... ' '":.. ..... .. ". ,-, .01', :'.' - - .-. I" '".1...·" ' ,_~, ',\.' :: ::; 
co=.side:-ed' al'Otlg wi th- all othe:-- "Ten: Section expenses-';' It· 1's-, . 

.. ~ . _ _ _ ' ... " ,.. .. ~., "' ,,,." '" ~ .;.... . _. _ ~ . ,. ~ " "~ ..... __ r .,. ..... : ~::' ... ,: ~~ ._ ;.:.: ~ < ..... :: :,:: 
theretore',- not illcluded~1n test" yea.r' 198'3;;'" " . 

. 7.' 'Account', 8;1":;' St'ructu're~f' and Improvement's:- '.:. -~,.:,,:: . - , '.' . "'. ~ 
'l:he' sta.!f" est'1mate: is $42";000 lower tha.n:~soca.i ·'s.;~ "'!he'- -:~: :-:' -,; 

di!!erellc'e is C:u~ to' th~" d1'!!ere;'ce'~ in' ~sti~~ ti~g' 'tecnniques:;"7 -::: ", ': .:~: ::,~. 
prev!ouS'iy' d.iscw,sed~·' " .. ,:: ":: .. _\: -:,~:-'- ':-.::- '.:') ':1,:,:.-::'.',' ,~'::: :.::;~:-

- .... ,"', "'" ~.... ".".. ."..............,~' - ,..:... -, l' - • .. .. , t"'..-.... r- - :,. ..... , ,.., ,"., 
So Cal " red. uced' 1 ts- est1mat'e' be twe en'" "the "'NO I - and" the~ -.... ,~, ,- ~ 

~"',~-r -",'1,'- •• , ...... _ ........ ',,#/<O·'.,,'- •. T4 _ "1
1

",_"" .~:.C' "' .. - .~""'_ --'hl 

a,:pl:'ca~ioll from $499~000 ~6 $'376;000:''" SoCal'·,o:tnesa-E,rady-'expla'1ned'~"· 
~ ... , ' _ _ _ ,"._ _ .... '.. ~, ."~ ... ~,... "',. ,_ .. ~ r. • ...;. ,~, ,', - .,.'" _ - .... ........ ,', -. ,........ j' ',,.,~ 

t2t the ad·juSt:::.er.:~'-:-ecogll:'z·e'd" some' pa.v1ng'''and- 'roadwork moved !orward 
• .' _ ",' - ~. c __ • ~... _. - .... ' _ • ..., _ •• ........ ...: ," ... _ " c" r, _ --.. '. .... ... ;., (0 ,",. _. _ '. J", _ "',"" 

:!rom '1"98:)- to·1981~We wil1>ado'pt·SoCal's-e·stlm~te.·'~ ~- .-_. ~- ........... -. 
'-"S.-·"A~count:'S;2'>:":··Wells-·,:,; .... : ~ ~~,::~" -:::,:',: '~:.:: -:~"'::'::":::: . .'::" :":.:: .,,,,-.::,.~: 

, .. ,.. _ ,.... ....... .. ,... ," .. , -- ..... ~ '" .....', ~ .,h.,.. ' , .... ,~. :, ,~, " _ ..... ~ I', ... . ,"- - ," ,~ ... ~ 
~b.is" accoMt' involves "the la.rgest dollar' d!f!'e:-ence-'between-" , 

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

s-:a.!'!· i!l~.: s'oca:i :r-ela:ted~;to':'s-to:-a:ge' ex~e'nse.· ';-Sta.~1 's;:" e'st::.ma:te '1-s:":':: :;:.- '- ~ 

S2, o;i ~OOO-l~·~e":- :~I!s.e;' cont:-ove:-sy.: sur:-o;:n,d,5, tb.e~"':i~be:.::'o~::'..feiis:"to:: ': ':::-',,,, 

'o~ repa.ired in , 983. Well ;::-epa1rs tor purposes of this discussion': ':::::::~': 
a~e divided in~o ~wo categor1es~ major and other. 

Eot~ SoCal and stat!' conte~pla~e essentially the same unit 
cos~ by ty~e o~ ~ell repair; the di!!e~ence in estima~es is due to a 
~:sag=e~me~~ ove:- the estimated ~~be~ o~ well repairs. S~a!f 

esti:a~~d 19 :ajor and 5 o~her well re~ai:-s. SoCal ~ro:ec~s 26 :ajor 
~c. ; o<:he:' ·..re:'l :,epai:-s i~ tes': year 1983 a.t a cost o! $10 ,208,.06,s. 
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" .~ _ SoCa.l~ useda._lea.et. squa.:,es~ t:,ending..metb.od,.~ .Accord,ins to 
., ,. . ... "'" ,~_ ~ .... '.'..- " ~,_,~ ~ ~.:" __ ~''':'_'_."", ....- ·T'. ___ .,." ...,., ..... .:.' ..• __ ............. _ ....... _,. __ .... ,~ '-

SoC3.l this. analysis produce.1i. 3.~ co.rr,e,la..tioll:coe!ti.c.ien.:t .. (Rt,:b,et·"e~,n c,~ ~ , . 
, .~', 'I- • ..aM"·' ... · _ .... • _ ~.+ _. :.. .• "".. "",. -<... _ <or '" _ ••• ), "' ... ,..,.' '-- " .. " """ V...... m .... L.- _ \or' _ 'yO "' .. ~ ~ '., .• ~,t 0I" '" ....... 

t~e and,. the number_of re:pa,irs,ot .75.wh;1ch~SoCal.,con,siders_.. "-';"' __ '" c,_ .. 
• ~ _ • ..,.. " ........ __ ' • ,_, ., .~_ "+ _ ~c... '" . _ '... ~ .. '. ,..' ~ ~ ...... ' ... ,_", ~,.... .... " ' ..... _ ",'0If' ..... •• .. .......... ... " _ .. ".., 

:"ea.sona.~~~ •... ' ... ___ .... ,. ~:.,>':~ .. ':~,:.:':::' :;:;.::::t:; .... .:..::::::,:;; ."-::"::':':''':~.!':::' .::Y~': 
_ .. . St~! Vi tnes,s-;·.:'erra.ro, a.sserted_ tha.t-SoCa.l! s ~R-S<tuared ·va.l.ue .. ~" 

(.56)' 1~, !l~t a~e~pt~bl~ ~._ th~~.ef~;~·~ -h~,~.~ed,~~~~o~,':~~;';:·a.~e~·~·g~ ... ~·' ~,~'~,=',; 
SoCa!, ~~ the othe~ ~d:: c~;"te~ds~a~·!~~~;'~~r~~~e"~a.g~~'·ig;;~;~s~ti:n~· ~~, 

<, • • ..... " w _ '.. .. ,.., ~ _ +. " •• _ __ ... 'T __ '"- .... ~ 

(age o'! ~ ",fell. ca.s!.ngs): a.S-=-a::'~~ac::o':r:·-a:nd, 1 t . 19nore,s.,:the..:, ine~eU:i'ng t:"e:c.d 
c ,~ •• .... • •• .. -,....... ,_ • __ "~ • _. • _ ..... ~ ~ _ ...... ~. __ •• ~ ... _ - _ -~ .. -

1:1 -:::'e n'Q!loe:-, o'!_ well., re!Ja.1rs.. ~ :So:th a.:pproaches,~ s.e.e:n" to ... b.a.~.e,_ .. , .. "" , ''::'.: 
•• .. .• .. , ..... _ • ",,, ~ ... -. .. .. -_. • '......... ................. _..... <,. - _. - .. - -" >or 

s!::.o:-~eomi::lgs. __ ., ..... _ ""~ ... ~,.n, .. j .~. _ , •• ""' ........... ,.,., ...... ,~ .,.~ ...... ~ .. , •• ,,.._ .. ~ .. "Ir: .. ,.. ............ - ....... 1 .... '"""' 

. "ie~note.-th~re a;e_ n~e~ous· t~et,~~;_ ;;h..i:Ch:.~~tec~~ tll~: ;~~;~~~.' ~ 
," ..... --.. '/! '., _ ... ,_ '- - .. ' ..... '" ~ - - .' ... _.. .. ... '.. "-" '. ' .. :' ,,' '" ..:.. _ ...... __ ... \.. .... ....... :.,' ... _ • ~ . v...... ~.' ' ... _ ... ,' .::' .. 

o'! wells :-epaired each.. year,~ e ,. g.. __ . a.va.ilab.i1i:ty ot,. drill .r .iSs" a.n,d~ ". ;'.' _.,..~ ... 
L _ • '"' ••• ' ',". .'.r.. ... _' _. _ ' ... __ ...... _ '" _...... __ __ . ~ \,.. .,,", I"j ,,~~ _____ • ..J ..... '- ...... __ ...... ' ..... 

eOC1:?lexity o~ job p etc. We also;:note,.,:tha:tthe~num~e,r"o~·~r,ella1r,s ... to,~~".:_ 
... _., .'''~ •• '. '" \.~ ...... ,, __ 'T .. ··J>."i __ 44_ \".' ....... , ............ , ".', 

tb.e la.st nine years has, i:lc.reased each. year_oyer the;: pr.ee.ed.1.ng yea.r 
, •• • __ ....... , ~ • ~ .... '. ". ,,_ "....... - ", r ...... ___ ...., _'0 •. 

with only., :WO exceptioils-:-'-~lius~"-!r:om;-f97~-t·nrough, . .f98:(~SoCiJ), s major 
••• _ .... ~._'. -. ............. w .... , .... ~· ....... ~.,.' ........... , ... , __ ........ '-.,J ., .... 

~:!~ ~~!a~::r:~~~';~~t;~:"r~~·: ~ ~~; '~l~;~~~;:;!j~:·7~~~dr'!~~1~;:~~~IT·~'~~.#~~~ e 
~ --', ..... ,-- -' . .--- ' ... - ." ..... '_ ... ~ .......... 

is 19, and tO k this. figure~added5. other .. repairs .. tOr .ob:ta.1n. hiS:, 
..... _ .', _ ", ••• ~. '." ~ ......... _ ..... , ..... , _. \o.~ __ .. _' .... _" '" _ •• ~, ..... ""_ 

esti::.ate.o! 2~ ·.ell,repa.i,rs.!or.:-the-tes:t_yea.r .• '~~". ::. __ ~.~.~ ~'~'~"_'~"'''''.' 
• + ... - ,,- c _ ••• , ___ '" .. '>4 ...... ....1.... • ............ If ,_ ",-'~ ..... L, '...r' .... ""'. -.. , .• Jo\'1 • __ .. _ ... , • .., ....... _ ..,,_~.4:. ... ..:.. .. 

. .. " "Ie :lote. :that the las.:t~ r.ecorded, n=ber~ !.o,r_ ms.j o.r .. w.ell" c" __ "';_ 
repa.:':-s is 2A.~·· It i~' reasona.bie ~ to:a.Ssume;~ tha.t~·,the.~e' ~iii~'be~i~t:tle: :~.: 

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

dee:-ea.se in. t~e nmnber of maj or well repairs •.. , ,.Ea.~ed::.on.. :tlle ... .last :two 
• _. _. T _, ... ... ... • Jo. ,_ ..... '-' ~ _ .. ...' 

y'!a.:-s t :-eeo:-ded_da..ta we will a.dop:t 21 ,.:na.jor~.weil_ re:pa.~1:-s,~as ~..:t-
, ~, • •• __ ..... ... • - ......... _ •• •• _ .' _ ~ _. ... ••• > _.. " • ..... ... ,J. _ "-' ....... ~~~ _ ""~ _ 

:-easo::.a~le !o:,_. tb.e. tes.-:' .. ".lear. ,'!o.this.\.we_ ;d.ll .. add" 5 ... ot.her,~ .re.pai.:,s ,.._< .. ~ .. 
... " .-~,.. ... , .. ' . ......... .. " .... '~.' ... :, .. ~. L,·''''." ~ ... , ', .......... ' ....... ~\.- ....... ~ _, ... """ .... 1.... _ ... .,., .... _'_~'.'\~'" 

·o1/'h;.c=.~s-:a!f a.nd.SoCala.g:-ee is_=easo:la.~le, .. !or_a ... tota.l o~.,26·wel! .;-:: :'~ 
.~ '. _".. • ..... ~ ....... , '.~t .... ~~ ... , '''' ...... ~, '~' .... _' ... _ .............. _... ........ • ..... 1 ___ .. _ 'ft" ,'-. _ • ..., 

:-e-pa.i!"s .. 

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

. . '." ......... -, -
,.i """: .. '. ~ .-:". 

, .... ,' .. 

,., .. 
... r.~ .... .. , .... - t· ... - j,. ~ -- .. - .. ,-' ...... '-'-... , ..... 

!,",- ..... 
.,;' . ",.' 

- ~.'. .' _," ... r.-_,. .......... ...."r- "' .... oi'_("_.,, ............ ,. , ... ,,...~;. ........ ::: '" ... __ .... "'n< _ ... ' .... ___ _ _.. .....".. ....... ,.~, • __ .. , ............ _ •. ' '\- .... __ ,. , < 

, ......... - ' ,-."." -.. '\": .... - ... :. . _ ... _ .... 

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

60.-, .. -
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,~. ~r .. , ~ r i'''' ,. ',I. ",' - ""; :. -- ...... ~ ...... ,...... ~ 

9. Account 8'34 - ComEressor S't'a:ti'on- Eg:C:1Ement ,": :,:''':,¥_:~; 

'. '!he. s:t~~.est,ima:tei,s, $351 ~O'09~low~e-:'r~ ~~4.' .S~-9a:t~~~e~eause 
•• _ ~ -.. .. _ • r _ • __ ~~ • _..,- '"'. • •• _ •• .... • '" .... h h·.... ... .. '_ ~, ,_, ... _" \.- ".! , ....... 

s,,:a.!~ .,p:'oposes .:to amor_ti.Ze no:c.recur:'.ing exp~ns~s_ ,ove~r: .:t~o ,y-;~a.rs. , .. ,' __ : 
SoCaJ.. or.. tn'es~ :5rady, 'id~n:t1,~.1ei·the.~ 'O~O-jec'ts' ~h1ch ~o~d' 'be- undertaken' "' ~ 
i:l 1983 b~~ which ''';o~d "no't . re·o..u'i •. r~e~ _an~/ ,·ad~\~.1~~'~. :~~d~:. _~~ ~w~r~. ,.~.~~,.~: ~ ~ 
commi ~ents in 1984 •. ,Brady ,c.oUld.no_t<~,d~en:t.i_iy~_a:ni ~:p}~~~fe~e~s~ ~i,n, 'f98~:; --.-;~ 
the expenses: ;,o! whichwcturd~ii::1,se~:t~o'_ ,t:-e~p~:a:c:e~ii1e~~ti:s~UanQ~eJ~ :;' " 

"_h'" '" _. ~ • -.............. .._ ........ ~ __ ~ ... ~~ .'. __ ..., "">.' ._--.. ... , ~.' ..... ' ..... _.;.. ... _ ....... w' ..... 

proposed. ~:,oj,e,c~,": :Acc,or,dingly,. s,ta.::t:a.r:~ed".t~B.:t_ t,l?-~,s.e, 19..8) ... ,',' ~. _ ~ '" ,~_ 
e:q~er.ses ShO~~, b~ ,3.m:~r.tize.i~ov:,e_=c' two,:ie~~ )~o~ "p~:e.v;en.t.'-d,~u~l~~ c,' :. :,~ .'~~~~. 

- -, "', '.'" _ .. '.' ."'-.'~-_" _~,'" "v .•• ,\.,. ~ ... o ... .-_ ....... _ ,_ '+'" "" .,_ " --' . - " - . co __ ec .. l.on. _ . . 
- . ~.:_ ." '":'.'~"'''~' :,.:.~~"' .. :': -:~ ":~": __ ' .... ,:~: -:::::;:,;-\~:-=~,~ ~/: .. ~~ ::t-,,:~:,:,;:~,,:">:-'>': 

Por the. r~a.a~n~_ .:preV:io.us.11; ~s~eus~.~.d ... ", 'I(~,~~h .r,.~ga.rd _t,.o_,_th~, ~ -:.'; ,"'::-
"0 '" ••• _ .. ' _ ....... ~ •• _'., '.. _ ~ ••• " ~. _. , ..... ..., _ ... _ ... _ ~ __ .... ............ _<... ............,., ',_ ~ '" >;.. ..... ..... ..... .-

glycol p'I:.:'eh.a.se, we will adopt ata.!fts."a:norti,zati,o,n~p~opos¥,._.,-",_ '." ,,,_',, 
1 O. Acco'Jnt 8S3 - Compressor 'c •. : ~ ~ •• :'- ~ ," __ ':' - : ~;~ • ~~ .. ~~:, -, " -,: -~ \0 '" 

Sta.tion Labor and Expense::...----.-:~,..:-',:..:-" -:.....~,-:......:....:...-:::..:.".=.:: 
.~ "".. ,- __ .... . .- ... --: - .~ - , ,,~_ ~ .. 1-, .... ,. .... ,', ... ""':' 

~hest~f'" estimate i's~ $90,-000" 'lover than- 'SoCaJ:' S' ~--' ks 'With 
glycol ex:pe=l:sces ' renected: iT: ::Account" 82'1';" So'Cal ':intend's:1:U ":1:98~:"t'o; ~: 

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

replenish stocks" o-~ 1 ubr1"cation "oil:s-"d':e:pJ:'et.-.!'d''-'d urtng ~'98~ .. -' "~he're '~±-S' ., ,',: 
no pls.n to replenish lubrication oil du:-i:ng":1ge4~ '":S:tat!=~ar'gued th1'~F ~: 

.'.oj ... :,.':- - .".:".:' ... ...., ~ t ... , ""'. ~ ~ :; '" 

expense should be amortized over two years • ..::..::Po-r.:....t.ne.:..::.r·ea.so·ns:.=s.tated 
- • roo 

previous'lY; ';e"rt:ti':aC:o~t:the' s"ta!f pro~asa:i;':<"'': :""::.::~~~' -:,":.":-
n.. Ae~o'l.:nt -856~": r-ta:lns '-EX":)ense -"::O'O'erattO'ns ,., '::: ,._. - :<--

':he"sta!f't S ~estfmate~is -$::;',-2 ~"odo' :lower ~'tlia.n ·s·oc:art s~::··: ,:-:'." ''::' -­
S":a!~t s estimate is based on' reco:'dea: a:ata. with specf'!ic': iricreases :: '.: ~ :~ ... 
~o~ ~etesti~g o! pipe due to class changes and additional costs 
associated 0"'-:' th the i:1plementat1on o~ the U::lde:,g~ot:nd Se~vice Alert 
prog=~, ~he~eoy one call noti~ies all parties ot a scheduled 
excavation. So Cal used a grass roots estimate generated' by field 
pe:'s-onnel.. We ".rill adopt sta.!~t s estimate since sta.!!ts estima.ting 
approach. is mo:'e :'easonable. 

. -. 
70 - -



.. ::-..... ..::. ~ 
... ,...... .. •. ,.1-.. 

12. Account 857_. ~.'. Meas:uring. and::, ~ - .. , ~ _ ... ':: ::,:", _ ':':::-.,:= :"'."" • .:.' :,,~', ~_,,:, 
Re.cro.la.ting 'Sta't=o1ts- .. ' -' . , ,~ --" ",-"---..;~.----...:-.~-" ":,,,::,-,~,,;;,,"..;..'~" 

.,,'~ ...., J' " .. ::- :.' ~ ~" .~ uI.. .... ...,.. -,.I., ~, "'~. ¥:.. , •. -~. A."";, ... "'" 

T:le staf~"s es't'i:nate' 'fo:-- -:l11s" ac'c·ount'-:!."s~ '$91-~'OOO'" lo'wer -:han 
SoCa.l's. Sta:!f =g~ne~'ai1.i"a;g;e~ed.~' rlth~SoCi.i':s'": e'sU~a:ie~ but:a.:rg,;.if·;;he:~:::-;:: 

~ - , ,. - ',ti , ' ~ ,'_ "",....,... • + ~ .... "..,. '- __ , ... .... _. ::. r. .. t:w ~ ..... _ ." :.... ., .. !.'. ... _ = .. ~. I.', I.e _ ~ ',.... .. ,.., - ... ':" 

!.:le:'ease :!.:i ·a~t·omo·tl\"e· ex:p'enses~ ·:!.s~ i::icons'is't'e':lt'" ",{i~t!l'" tb:e' i'nc~eise- 'in-~,'v.J 
e!llployee~:~ \,; ':.rlli':~ido~t~ -sti!!'1" s \eS:tf;a:ti'~~' ~ : ... ~ ~.:.;: ::'~' ::~~, ..... .; ::.:;" '::,:' .. 

1:3. Ac"count 8'58-~ .. '>Com'~·~:e~ss::o'n :~:£ Ga:d' =OJ 'O~he:rs . ~ ::.~' ~. ,,:" .:;.: ,::::-; ::::::::·2 

Socai w!: thd'rev all e'x~iense~:' :'ec"o':,;d'ed'" -!:?·) .. c~o\lri:t ':8si'f:o~ :,: ,,~, .:-.: 
-:~~s p:.-oceed:i.~g i:liae; tb.e·~·a.s·S~Pti~·~:·th:at ':a.ii ~i;;d,Jxit 8'58 -=gi:s: "'ia;~ ',.,:::: -: ~ 
p:.-ope::y i~c!tid~'d: ~~~ C1~::p~:~ce~:d:i;g;:'~ i.o~~-Ve:~··,::'it::;;i.s ':!~t;e~;:':~~:: :>::;.-~~x':' 

de~e~!Ilined that comp:'essor fuel gas not ou:~ed ~~der a. s:peei~le~~C~~~= 
?~&E eo;t:.-icit -is ·n:o-t-r~·fie'c:ted~~in~ -c~'i·~·i.fe:;·~: .. '·Cdn~~o5;l-;ntlY·, -S':~~al 
s!:.ould :ecei veS6 ,:000 '-id; . 'thiS' :'rt'erzi: '.:::: :":, ~:: ::.: ::''::. .~. .:.... . ::<:~'.'"~: -:;:::; -::: ":'::~ 

..,. -~'. .. . 

14.. Account 859 - Othe:.- Ex'Oe!lSes,~::;~~~~~~~;, :~:~~ :'~:~~.~2 
St~!det~rJ:lined t.h.a.,t. SoCal ',s~ :f9S:;-'~tes_t~iea.= ... e-S':t"lmate does 

.......... " ... ' ."" . _ -~""-rl.''' •• '''' _ ..... ,.' ........ 1. '. __ ,._~.~" ~ •• ,_ 

~o~ a.dequa..o:.ely .cons.ide~ recent incr.eased _,c.osts t,o,r ~gas", odor:.an,t",.ya, . -. ~." "._ 
• • ,- ....... - .. ..... ~ • _. , ••• '. • ... __ •• ...-- _ 0 ....... ....... _ •• ~' ~ ' .... ,. ....... • < ••• ._ ~ .,' ........ 

pe";:-olet:.:n-b.a.sed 'p-r;o.eue.-:.._ ,.Aeeor,d·i.:lgl.y.,.- SoCal .. sho,ul.d .. ::-e.c.eiye, _$19:"OOO~ .~.: 
• • ...., .. , - -., -' ~ ..... "'.... -." " -'~' " ..,.. - _.... •• - ........... ' .. .,., .. 'ooj"" - -.... \.;, •• "':. ,.-.... , '.... ..,,,,,';" -"+ '.: _ ... .., ', .. : ... 

to cove: increases.,fo,:' this .. i tem ... ,,:c .~. ~_ .. _" ~ \ _~',' .... , ... ~.'. '_." _ , .. _ ~ _,".. • ~ 
, •• - ._.,.. •• '... ..'......::..' --,... ~ ""'-.... - _.... • ....... _ .. - •• "0' _ ......... _ .......... _ ~ ~ ., ...... \~, ,}... ,""' ... " "k'~' .... ~. ..' .... 

15_ .Accou.."\.t 860 - Rents -. 
~ ....... ;;....;;.;-..~~ ..... -...;;.;;-=~ . ~; ~ .:.~ ~I": : h' -: -: .. ~~ ..... :' :.;, ,~. = .: :" -: : =-,: ~ t . .2 .:;: c :: ~: ':: :_~ ",",,:, ,~, ~ :'.: ~. 
This account :~cord,s. .. :ell.ts r.elat.ed ... to _t,:ansmission li,nes... . 

.. _ ••• J· .... ' ....... w._ .... ..,_ .... ',,' ".' .. "\,,. ......... ~~ .. ___ h
f .:~!'>o 1: v_.":":;:;''':';\'''·:i''''':~ 

~he ::lajori ~j of these rents .. a:,e. -pB:id._t.o,_r:a.il~oad, q,omps.nie.s,,,~o; 
. __ .. - _ .' ~ u.......... , _- . ., ." ""_ .... 4 ~.'. • ~ '. .... .. ~ _ ......... _ .... ~ •• 

t:-~s::.!.ss !.~n. 'p-i.pe.l,i:les, J·,{b.ich~ross .:"th~i:-~pro,pe.r.'tY- ,:unde~ '7agre,e,m.-en. ts 
- ,...... ... "'" •• , " 1 .. _ '- ..... r .... ,. _ ..... ' .... _ .. '" .' ~. ___ .... _ .h .... __ w •• ~ -" '~A ...... 

·--!lie!:. a.:.e.::legotiated~:or ea.ch. pipe cross~::lg .. ~_ '._."~_' .. _,,_,,_.,~ ~ ,,_._,_,,", 
•• 0--_ ~.~._ ..... _~' ... "._ ,._ ....... _._ ...... _,..J .... ' ... '_ ... -.J ............... _._ .......... _ '.J .... _._,t" .... 

•• _ u>- " __ • .- ... ~ _ .... _. 

.,'" ..... /-:..:,."',~. ... ."-. .... " ... ? 
... ~ ....... ~""'" ..... _. '" ..I __ 

.... ~- .. - ... --. ... _ ... "' ...... ' .... 

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

.p ... _ ... _IJ,. ..... _ ... : _ .,. .............. 



A.61081 ALJ/k:· -i' ~~ "" :.~~. 

':!!!le staft estimate tor Account. 860 is ~$f8:¢~OOOd~r: ::tiian~:: .:::: 
..... .'~ - _" _... ','" ._ ",", _ ... ~"" ",.. ,.. ~ ~ , .. ' - ., "" ,- I"'" .'" ,', .... ,..., ...... , ".... 

SoCal t g. At· "the -"time- 'stafi' 'prepa:ed' -·i ts-' -est:t1lia-te-;' SoCaJ.. ··..ras'~s'-t.ill 
• _.. ' .... , ""," ..... " ,~ ~ .... ', ...... , .. '" -- ~ • "": ..... ~ ' ............. -r ~ •. , ........... ~, ":-1 - I"'Ij ~i -.' .. _ " •• _ _ _,. r" '>. + \" 

:legot~at:!.~g ·so~e o~~the. "contracts';-··~here,fore-;-'"s~aff'·ttSed· ·reco~·ed··'" '-~ 
.~.... p c _ _ ................ ,,' _ .. '... • ........ ~ , _', ~.. .," ,,". _ ,'" ... " .,.... ~.... .. .. '. ", • ,. ........... \ ,".'''",,' _ ' •• _ 

10 81 extlense-rlth' no alJ::owance "!'or -±n:na;t±o'n'-in:-i"'t,s''''est:!::na;te-J~or .;'.'.;.," ',J '.' .. . 
198:3~" Subsequentii;~Socai"coneiuded ·ita~ne'gotta.t±ons\i~d¢subm1tt'ed:= ::;~:. 
:ate-filed':::Xh1b1t' 55": refiect.1ng':the: res,Ults :6'r.::tb.e~"e negotfations. 

.. • - - .... ... ~ '"'"' ..... ',. " I ~ ...... , .... ': ',. :.' ,:' L __ .. '... ' .. " • _ "~ .... , ,""'\ ....... :;. -:::- I""'- ',"'_' 

Accordingly, we rill ~adopt,,.the· amounts -shown: in ~Exb:ib1't' 55, less,·' ,-. - '-
'" . ' .• '.i,: '"' ... : ,c, '+ ... .. .. ,e. ,. ... '-' _ • _ _ ~ j """ .. " '\ ........ r' '"" ..... ,.. ',", .. ,' ~, ........... ,,...,, \ ... - : .:: ~ 

$19 ,850 ~ , which is the" amount' :tor' 1'98;j and '1982- rent .. payable on ·S·()uth·- -'.' 
Basi=. Division #2269 :-ight-of-way. We see::';~'~e~son~!or tli±:s,3a.moUnt·:.2~~~ 
~o be i=.cluded in 198:3 expenses. 

.e~ ': ... -: <. ",~~: ,~. ";.::Z ~ .":/" ~~:: _' ':~ ~ ... / --: .~::: "",' ~' 
1 6 ~ ""Aeeount 86; -Mains Maintenanc-e-'-- -

- :. ~ '. .::.,~ ,::- ~'.::"::-: ... : .. ;~: .. ~. ~:. ':':: ... 
"~ '.!:he staff estima.te.,is.$127,OOO lower than SoCa.1's. S,ta.!'£' 

.' --~ --. • '... ,.... 'c '", '.'e .~ _.'_' ~'--'- .• : ~ ',.' ".- ...... ":.;.". ,_.. .-:' ~ '.',; ~~ :. ... ;" .~ ~'.: -: -:: :::,.. -. ,., :,~~ : :::_~ 

g~ne:-,a.lly, agrees_ wi:th. SoCa.1 .. :s.w est.imate~",:b1l~ ... a.mo~tized ... ~:;s~l . . .~ ,. _ ~ ~ , 
........... '.- ....... "'_., ',- .,.~ .... +.-~' ........ - .. ~"".- ' ................... -.-"" • .;..-~,' -"' .... .- ~.,.,.-,......-.."' ... ,-- ... .. 

expenses ... "ofihich..will, .. not. occur, .in 1984,- _ : We ".fill. adop:t, the sta!t.,. _. .~ .. , 
•• ,...... ,,, , '-.. ' ", • ~'" .... ., .,,A '.~ <....... .. ••• ~~'.' ,' ___ "- .... , ..... ,:'. \,. ";'., _ ,.,,, ..... :... <.' -' ......... 

esti:na.te .. ~ _. . . ..," . 
. ~ _... r. '" '" e ... ...._~,..: .. ~:: ~,- .: _ .: ........ 2 :: .:.. =- ..: ":' ',,"~ -: :-: ,'. ,:: . .-," ~ ': .. -: ~;.~ .... ::: ~": :: .:. ::- ~_ " .. ~-\ ~ 

j 7.. Accoun"t 864 - C~mpressor, St.a..tion._· 4 __ ~_" "." i.'" ,,~. ",,"~" .' ~ 
3qu1tlment _ Maintenanc'e--" U. " " h.~_. ~-- ~" ..... '" .. ~ _.'." 

'!he s"ta!! estima.te':{s '$41'O'~OOO-lG~~r~tha.~~sociil;~;:::: '~'.!:he:: 
c.i~~e:-e:.ce is due~ .to sta.t!.~-a:m6rt'!'z~i:i:~·Uri~:Ua.i:,r9af-e~~'e'%'l:s·e~:":which 

_.. • c.,..J • ~ .. , • ~ ~ _. • •• '- _ .... _ '.' ., w ~ .. , •• _ ... .. ~',' ." > ~ " 

wi~l ::.ot oce:u: in .1,984.. We will adopt the sta!!,·estima.te • 
.. < • .' .. '".,..... - _. "~ ~,. " ':, '. 9 - ..... ,.. ... rl ........... 4-~· ... ' 

18. Aeeount.86.5, - Measux'ing and- 'Re'guiatfng"'" ~., '" ", '-' .. -~ 
Station- Eoui --om'ent ~ ... Ka.intenanee'····· ~:. .......... ~ ..... .' .. : ~"'~ ,:: '.\ -' ."' .. , .' . 
The staff esti:nate"is$5Cf;OOO' iowe:r tna.n S.oC8:l "s"~ ,'Staff:-'~:: :.: ,:, 

::.o~ed e. dis~:,o~ortiona:.te~--inC,re.a.s.e~:"'~s....:ae:eo:m.t.::ec;m;pai-~"':'to~ the: ,- .", ,.' - . .. -.. -, ..... 

o:?e::,a;~io::.s ieeoUllt -:0:-' th::s-: equi'pc.ent.' , S'oC'3.1 witness' B1-aar~~indicated 
that e'G.~:;ment· ~a:ge- is . the' '::6ause'"::'ot: the ·'d-::ip~io po7rt::'onat~e--: ':inC:ieas:e~'.::: 'We::: ~ 

... ~ ~ .~- ...... _ ... -.,..... ' .. - - rio ".,...... ,~" ........ _ ...... '0;, ... _ , 1 _ _ >' ....... _ .- _) .... _ .. _ .... ,.. _ "'"' • "" _ _ _ ... _... ~. .... .. ' 

",r..ll· ·a;d~:pt-'SoCa.l"~ s- es~ima.te-.. · .-. -... - " .', .. , "'", ' ... - . ,,, ~ - - - ',' w - .~. ,., - -.'",~ J 

I:, , ... -: :: ~', ~ •• : __ • :: :::1:: .-, _~~ :A .... : ~ :: 6'11t. ~,: .... _. ".,;..' ,~ .~~:.~ :::~ .... _:.. ~~ .: ~~ ": .:.:'::"::: :.~~:. ~ :" C. : :- ~~ -=- :~ "' .... :. 



A.510S1 A:LJ /km. .... 

E. Dis:t:.ib.uti~'n ·~X1:)e-nst!'s ~~, ... :.::: ~~;.:::::/, ~.:: .. : <.'=·~:-.=;:-':;':t ":;.:~.:-: ~~::': 
... 3.ugene L.- .Q."Rourke,,.viee.l'~eaid.ent., ·...Diatric.ut.ioIl.-and ,,.' .:,~~-:-

~.- ...... ,. - , • ...... ............ .." - ..... ..,.- '" '.'. .. oJ _ ,.. _ ••• _' "': " ... ~ ___ •• " ,_" _.~ __ .... ..:.......... ... l. • ' ... , ___ ' .... ..,; ... 

:-ieasu:oe::lent.,. 'Oresented.. ,S,oCa.l ~s., p'l!o"Oo-sals _c.o.nc.exning·_dis.tri,'but io,n -.. _ -~ .c. ~ " ." - ". ,- _~ ,' __ ." _ .... ~ ~.......... • ,_,,~, _ ... ,,"-. ,,",_' ~. ~ .. , _._1 ~\-.i"""." .~r, ..... _ ... • __ ~ ... ,-,"'w. ... 

enenses . (exclus.iveo! .. o.ust.ome::: -S&=v.ices .. e:t~enses).~ _Sta.f! .. prese~ted. ~ .. , 
• • ~ ~~... .'..... .... __ ..... ,'~ .- ~h ,~ ........ ___ .. "~""'/~1 ": __ 110," ''w'~~ ., .. '- _" ,,:.,.,;_.......... ......... _,'W 

:. ts casetb.=ou.giL.F-:anc1s,S ... re~:-a:to "su:perv:1,sing~,ut.i11.t.i~s.engineer. ",~: . 
, ~ ._, ~ .. - ~,~- .", _... .... '. ',-.' _ .,. - .. , ..... _ ..... ,~..... _ .... ~ .. v v··.., • \._' ~ ~ _ ........ ! '.. • .: ...,.. .......... ,.A • '", ...... ~~ 

. '., 0 'Rourke estimated. ex:penses..;for _his, department.,!,to:taling". .,., .. .. . ~"~' .... ".,' .... "' ., .............. \ .. ' ............ - ... __ ....... ' ............... - ...... ~,,:.... .~ ... - .... --', ...... ..:. .. -
$114,0:;8,,000 in. test year _ 198:;." Sta.!f'.,se~tima:te_ totals r," .'. -_ ~ , ,. __ .~" ~ 

.' ~. • ,_ .....~. - .. - • ... • p, • • •• .' ',' ..... '-""" _. - ... '" .............. '.... ~ ...... .4 It y "" " .. _ t_-: .• _ _ .... ,., '.JI ~ • 

$98,737,000.. As .a,conseq,uence, the=e. =emai:1S a diffe:-ence ,cetwee::L ,_ _.; , - - ... - .. -' .... " . -,. ._. .. ..'~ ~ ... _ .. :": ..... ,:._ .. 'L"'~'" .... _ :::"'_,.,-:'",,' ,_':::: .. ':"~' ... ~ 
sta.!:: _ a.:.c. So~~ o~·. S~ ~ ,J01: ,~OO... .," _ '.: :._::-.. ~~ . ": ::: ::<; ~:; :~: ~ ': _ ': ~:: ."':.: :..::::. 

1. Accounts 8iO and 885 - ' ...... _" -."=:"~, .. r. '. '. ,. ~ .. 

S'U"Oer~fision a.."l.d Engineering -. U --"':': :':-

• 'If , • -- .~ , ' .'.... , .... / _ :--- ': -::. ... ...,. • _ "'"" ....,,..,.. .~.'" 

~he stat! estimate is-$59'1:·,.-OOO:-J;owe-r-=-::ths;n"::·S-oC·a.!;:'~s·:"'::""::'!h.is 

am01:nt i~' :propo;tio~a.te··to": a.dj~t;~nt; '~ta!:r·ia.de:- iii ot:-i'er ~~-Sa:E 
aCcoWlts.. The 'relationShip' ce~wee%i~ S&!:' exp-e~s'e::~d'-:n6n-S&E7~expense7'~ .,,":c:.~: 

.." ~... L' ~ • , • -:: ., ~ ~.. _.. ... ,..... • ... _.-,. .... •• ~, .... ,....;. ft'" • . . .,-~'" ,*of, _. _,. , 

was decatee." at great"·lengtb.:' ° 'Rourke ag!"eee.~'that'·'there"'was-sucb.·'a" .. ', .... : 
:-e:'atio:::.ship 'bet"li'ee:::. speci~1callY' identi~ied items. Ba.sed on th.'13'::'~-:-:: '. 

discussion, we will ado:pt the sta.!!:· ~djr.ts~men~r .. ,~ ~: :~~~~:~~.:'; e 
.> •• ,' .. "" • .. " .... .,' .... #>,. .1"-

2. Accounts.875 and_ 889~:-=-:--Mea:suring"'ana~-:~:-::-... :--:-::-:: 
Regulating Station Eg,ui ~ment"' .. ". ':" ". .. .... ,. ',,-

~!le st'a.:'!"esti:na-:e is' $'1S3~'OOO lower:"tiin SoCal~'s.-.~" ~he -.' ." 
s":a.!! adj ust:1e~t ' w~' cased ~n c~:t'o~~i gr~vth • .' we:";g!e:e- "rlth.: SoC3.1 -~. - ." 

that these accour.::s are ~6t::'se;Si:t,i;'~'~t'~::,~~t'~m~=~~9~~;':'~~='~'i . 
-.--~ ----·_'· _____ ._. __ •• __ u~ __ ._ 

:"cco:-c.:;ngly, "Ii'e' ,vi:ll::,ado:l':t SoCal~,s.··es,ti,~a.te. _"' __ ', '~.~ __ .. , .. _ .... " ........ _ L._ ..••.. ~. __ .. .r _ __ .............. _ .... _ 

;.', Account. 8-7& -,. Xet,e.!"s and .. Rouse ResEa.tors~ ___ . ~,... __ .. ", 
---, ~"" .......... -.."-.... ...I. ..... ~ 

St~~'s· eS':,imate is~ S9,000~.lowe:-~,":!lan_·So.Ca.l t,s .• .-~'::he .s::~~.,. __ _ 
• -", ~....." ',...... ....... '. , - ••• " ., '_ _ ..... __ ...... , W., >0'" ' ........ , ..... • '~ -_ 

i:::.c:,,-eas~,. i·9S:1: ... ex?e%l.ses... .by- ,g!:.o.w:th in.. pla.:u1ed .~eter ,:wepai:-s .... ,.. ~S.oCal _.;~'_ 
based its ~ro j ections' ~~. i~"S' 'm~t"erperio ;~~c-e_ C~ll.t"io;i,,~p·r;o"i:-~:~~·:~h1~:;'~:. 

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

is a statistical 2.!la!.7sis !,iled an::l.ua.lly ·~i th the Commission. (Ie 

°li'ill a~o:pt SoCa1's esti~a~e. 
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4. Aeeount 880 - Other Extlenses ~:;~::,:-:,:: :..-5:-' ':"<: 
':The ·'start', :es't-:tmate: ',::1.750 f-o~w&r '~tha:n; socaXt:'s -:C:Y:'~$1 ;,85 ~ooo .. 

• __ "'''''''_ro .... _ ........ --~his is generally due to exeluding" amortiza.tion of 1~982 ::'::.::0:::':'.: .. :­

Polyehlor.in.a.ted ~;Biphenyls :·(PCB}-expeneeS:,;':;·:W.e::v1I-r no~ ~O:rt:t'z-:e the 
prio:' year:rs· expense :t!l~ test,·ye-a.r·198~: ::',Xhe s,tat'r:a.dj,ustme:llt :1:s .::.::-.::,: :-':.:;: 
ado:p-:ed:~ '".:- a::" .... , > .:" .. " -:-.:~ . . J,,'> ", I:" : .. :::' "" •. ~ ~~".'\'~,~~':" ":(:, .. ~::. ... "··~>:I.:.r;,.: .. -: • .: .~.,;::- .~ '~; ... ~\~~:": .... 

- ~ ::PCE ·~estfm.a.tecf:expenses·-'1'ueIud:ed ':'i-n KeeO'unt 2880 ,:t'or·\~test::.:' ":::2";::: 
'"' -.-yea:- 19S, a:-e $,,000,000. !he:-e is no disag:-eement 'between the . .:.,::: 

~a:ties ::!'egs.:-ding -the ::ie-ed:·to :deai~h:t1ie '::PCE' ':pro1ile:m:'::and SoCal' e 
p:-oposec.~sol-=tion' .. : . Sinee -the~p'ro'b!em-: is·:':rela.t1 veiy:neW'~a.nd -:1t~'1s not"":'':: 
possi:le, at:this ti::le; 't'o ::reas'onablY:es:t.illiatet'e:s't: ye.at "eo:s·t:s:;~ ~~s·ta:..."i,;:::: 
:,ecommended~tha.t $;·;OOO~OOO: in:' ex:penses~ ~o·r":eaeh yea.r:'be':·ineluded:::·:tn:'::",,: 
:-a":es .:Ad!ust:nerits~' .. it' 'nee'ess'art; wou'Id: '1:):e ·m:a:d.e>·'1n.':SOC3:J. t:s<next " ::::' ::; 
ge:ler8.l: :-a.te ea.se. 'We- will· auth6i-1:z~socai::: to~e5ta.'b11sh·"a~de!err&d ~ :';':,)',; 
aeCOi:r..t· tor 'this 1't'em ,eo'mmenc1ng :JCa.riuary-:r, :'1'"983. :·':S·0c.ai-:rl11·::,p~OV1d~·:"·: 
sta.!! ~rl t:'~ a": summarY o!- thi's': aecotm t;': every s':!;x: men ths • .: ~'A..w& over=or:':- "'.;:'~ 

under: experi.d:iture :v111::'be~:'aceoun"-ted: :'!o'r~:fn:"SoC~ t $'-;next>":gen&r'aJ;:=rate' \:,-;':: 
ease • 

. 5'." Aceo~t :88..,::- ":Maiiis:~ . :-.' ~ -:-.';'. -: ": ':'::: :'., :::::. 'f; :-:' -:~ ... :' 'to 

The:' st3.t!";"estfma.te 1s':$7 ,'574; 000 ':iower"·~tha.ri -:SoCa.r,t:a.:- ;-;':' ~ ',: .~ ':, ..:.A: 

$6,6:;:;,000 o~this amo'l:nt is related to::the ne"w J:eak,:-survey:::':progra.m'<~::,:: 

c.:'sci:Ssec. 'beloW', $915,000 is due to SoCal:~~e.q,u.e.s::t..::.t:Q2am;rt±ie 1982 
leak :-e-pa.i~ eos~s and.:· the' re:na::nder', ~'$25'~ 000,;::- is:' d ue'=to sta'!'!" s 
ad:ust:ne:lt 'based on customer growth. "-:;': ;:-:'''':::::;:':'' ::':: r,:.:.,:," , 

'¥ ., - -
~ ~ - " ., . ."" ... 

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

. . " ....... ,~. _ ........ , .. 
- ".... :: '. -;. " ....... ,-. ~ ': .. ," 
- . ~ .,' ... .. ..,.I. ' •• ,-"' ..... '. 
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a. The 1-2-4 Program .": :: :::= ,:., .~~:-:;. -~8; :- :-.;: ~<':: .~. . ;. 

_ ="i.e ·~e!~.r ~.to:,:'tl:le~ S6·,6-;;'.,,00.~ d~i:tf&~n:ce~,:be:.t:w:~n (S;o Cal and 
::1 Aceo~t 887.'" .~~ .- - ......... . y .... _ ..... -.- ,,- ' ... ~""·' .. """' .. 1·~·1 "'.- .,~r.' .. · ., ..... ~,:.- ... ,,'I<r~-~ ... ..... ~ F' .. ..;,.. , - ~ •. ~ " - ._. .. '-- -....... '." , ' ... ~ __ ......... ,. v.. ., ...... A',,< ' .. -. _... .. _ ~, • \~, ~~_ _ ~.' _ ...... 

. S,oCal, :plans t:o: _i:nplement. '.~a <.J,:~2-4 sJ:eak ;:;,s~r.v,ey" :.:t.req ueney :':::: --::_~ C: =.: 

:?:,og:,a.:D. in 198;.· :,'Aeeording to'.:SoCal:; ·an.:~disput~d ne_ed::~xists.::t~ -:.:'::-:::: 
ine:'ease the frequeney of surveys. 'l:he costs associated with th1s.c.<~,:,::~:, 
p:,og:-am ;-total: S8;.926 t ·000 ': in the ;:test ~y:ea~ -:;and~atfeet:~,~c:c~un~e.s:88'7 and 

892. - ; .. , .. ::~,~:' ~.~"<:~. -\~ .-' >~',>,",:_ • ·::-~C' ~ :;:;: ~::z 0:''':.:".', ~:.,.: .. ~ -:.;":-".\~: 
' .• _ S.'ta!~ :eonel,?-d'~ ,tb.e~:1.",:2.-4:_:pt:ou.a.z;,:,~d ,.<p:t:o~.e.c::~~d:~xpe;nse,,:~~::. 

:'evels a:e ':,easonable-but .. is.::concerned;::·:that,.eone~n:t~ate~2p~'pg;am.::.:.:. ;:'::--: = 
, ~ ~ " 

i:nplementat.to!l , .... o.ul.d: eause to-o: ,gr,eat::a;·,rat:e1mpaet -:,::_Fe~x:a;ro ::-.f ,';,":::' ~.:.~.:<: 

:,eeo:nmended~phasing·:th~ prog:am:: into,:~o _,parts;.,: one:: no.Y ~d::-the~:~~~~~:::-: 
in 1985.- ;SoCal .. dtsagr.eed ~a.nd,:po i~d· out .th.a.t\,phas.ing:-tb.e:::-p:~og::.a.m . :>_,:-:,-: 

• . ~. J 

·"o\:.ld extendtb.e:.ti:ne· to, com:pl,e:te-:.a..:~tu1l,. cy.cle..:: and,:::the. h.i~er:.e;p~.%lSe.",:r,:; 
level . called-~o.r _by. :the , 1:~2-4 . prcgram·/",ould: ~lik,e:w,1se;r.,b,~ e.~endE!d.: ::, .. : ::::.:c' 

. ~'...--

?..::tc.er:no re,. ~Cal. no:ted. - th.a:t eonside::-i:lg.- in...-P1at ion ra.tes "''- ra tepaye.rs ,_ .. .. ,.' ~ \ -- - .... "" _., \. -. ... ... -'"- ,,", -~.... ~.., .. ,' ..... - --- .. "--

:nay ultimately. pay .. mo:re. '1-t --<)ne-half '·0 ! ."tb.e"pr.ogr.am -1,13., de,!e,rred",until.-., ',:~' 
• _, • • .. " .' "._ ~ _ • '...'" _ , • _,... ,... _ .. WIll ~ ... _ ',_ ...... ,.t- ' ...... ~ •• ~ ... __ .. ' '" 

1985· 
We a.gree Wi th st~t tha.t this program,,-sb.ou1d,~llot hav.e 

.•. '" .. ..,..) __ , \,. ~"', ..... oJ .... ~.J. .. '., 
high ~::"O:lt. end_.co~ts ... ~· -We ... W'1l1-a.dopt::st·a.!~ts " recommendation, ,to . . " ~. ". '," _. . ~ " . '........ ..... ~ .. ' -..... _.... ..'. -. _ ..... '.,..... ....' ........ 
i:lple:1.e::-: ~ the .. program . i!l two pa:::ts. .'. ~,- _ ", -- ~ .. ~ _.. _,. A _ -:. _, ~ -.-, ,- '.':' :~, 

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

. b ~;- -:Leak -Re'Oair .. Backlo'5::: ':, :: . .::.. :.. .. , ~. :,: . ~' . ~::; ..... ::. ,:: ;:-:-::: C;'::".':=.~ ~ 
". '. ,We :-eter, to . tb.e'd1:f'terenee,.o:f' .. Sg1 5.,000 .. between S¢Cal. -_, . 

.... ...... ... o. .., - _ •.• _ ., _..... • ...... ' ...... _ • _ ...... ,~ ... .'.it-. H _ 

and s~a~! i~ Aceour.~ 8S7. 
SoCa.1 stated that it proposed to spend $'3,000,000 in 

'982 to :,eduee a oacklog inunrepaired leaks (:::xh.ioit i2, pa.ges 
6-7). SoCa.1. proposed to :-eeoV'e:' one-halt ot these expen.ses ill ea.eh 

o'! ~he years eove:'ed by this :p:'ocee.d1ng.. SoCal' s proposal to :'ed. uee 
the leak bae~log ~~eets Aecoun~s 880 ($180,000), 887 ($915,000), and 

8g2 (5405,000) (3xhicit 56). 

- 15:.-



· O~oU:k&~::-ina-1cat'ed'th:s.t:' i::r-: ~h~·amoTt'i~za.t-i'o1i:r~quest was 
net allowed' .. ·the;:YO:rkftset~ 'wou:r~>b;'" d:e:!er~red'~wit1~J? :f9S~ :a:iid :j;984=';:::: ~<~ ;~: 

: :. ·Sta.!:f" -Op'po'se:a . recOverY'" 'of" ~thes'e:~ ;irop~:se:a.-: ~t'98'2"':\:' ,:.:- ',:-= ':. :-:.: -= 
e:q:lend±-tU:-ei-.· ":!:t -addftioti;' '~staf'! "coric!::lcfe~::3, ""e'a:tcb:..:.up'" ~l~ ~'pati~.":';- .,: .. -
progra:Jl.f:l·~' 982 :i8' ·U:c.neeis·s-ary'·~alt1lough:·th:ere--:~i,sA no:'~o.ppdsi tion. 'bY' 

sta!! to 'a "ca~eh-up: 'p:ro"gram ~!n- la.ter ~y'ears~. :" :staff' :a:gre'ecr::rttlf' -:':'.: .... :.":', 
SoCa.l rs' gosJ.S" i:i- -1984:ot :a: ba'c.kl~g~ :O~tw'e"'e%f ~~'OoO "and' -Tp'OOQ.-~l~aks: .. ':, .. -::;::,'.: 

':- --we:, w111~ad-opt' tlle sta!'!'-:r'eC'omme.ndatfon: ... ~ "; ,:.,,::::~ ': c:': :- :::':.'::: 2;' 

e.' {)~her '!-teme ~:.. . ..... :'~:: ~ ~::- '0"::':::-:.": .:: ":.:,::,:-::- .::; :,::.:;: <:.": - ~., -: :: -:.: 

'RegaN.i!ig ~s'tai!' t s- .:$2'0: ~ 000: ~:ad~j u~ltment: -o~ase& '0:'0; -gr:Owtli, .> ~', :,': 
·"e w!:lnot -ado'pt': s,t~f'fs'''reeomm~dat':1:(;ti' s:£nee:':we:-~are~ not:"corivi::iee·a.:·;,~-:;,<: 
this acco·~t fs~ ~d·:l.re-etlY: :~te-ct-ed4=by~:eustom:e=-- -gr'ow:th'. "':':"~:- ":' :'.: ~':.~.':: '~',:. ~ ~:.' 

In summa.ry, SoCaJ. t s est ima. te tor A.Ce~0~Un.t:'::S81~ sh6illd be 
:-educed 'bY' S'7 ~54e;000:" .. 7·':; ':::::::. :.:: .. ··A· .> ...... ':::':::~ :.'y:~:~,;,::),:..::: ::.\ 

6. Account 892 ~~:s:e-rvrce:S"·~-· <:-~: ~.::: ~.:('. ~::.:.:::-:":::--:-: :::''::::::~.'''', :::::-::::~.>': 

: ~. ·-:Th~s·-tat':r=e-st:lma:t·e"~l-s>-S5-;e.>2:,:60O:· ~:ow.er~ (than: ~S·oc8l t s. 
$2,557,000 of this amoilIlt is due~'t'o ~'pro'p¢s:e'd :1'ed"&r'a:!: ~:a.k'~Survei-~>:C' ::.: 
Rego.llatiO:~·, 'S'f p )4;';OOO: ':fa :d·ue:·to: ·tb:e>~'1 ~2=-4 ~li~ s:U:rvey:·p~~gra.m, 
$405 pOOO . i-s':due't6 am.or-ti:z'atidri :ot':::1 982· ::I&:a1t re:pa:'i:-~=c:o:s:t.s:;-:a:na.~ ;:-'::';: ,~:-:, 

Si ,527 ;000' is ,7'dtie: to: :-~if!e:renee. -i:n- -the ':number: :Of~1ea.ks:·t~0: ~" :;:-~ll'a:rred~:': S 
i~ the 'te'st"iear~:' ~~'T"':' '~~"~' ~ _"Y;' '".~:.~'::~=:'~' ",\, .. :-:- .;:.: ~-::~.~"i;"'.":' - ~.~_:; .. -:;.''': :-.~-'f'",I-: 

': ':a:. ~~'Oo'sed: ?ed~ra:r: ~Su::"vey· ~Regurat:i:Ons:';:~: ,::,~ ..:~~.-:: :;.~. '/: :.: ..... :::.:-.;:;::.: 

's oCaJ. 'iucl u&ed: ~ $9' ;190 , OOO::·in <rt:s··:·t e'st: :ye'a.'f ~ es:t:f:nate .: t'O; ~'. : .. -: 

cove:- cos~s =aSso'clated:· -r.th.:feW' requ:[:-ements' ·''Wla.er:: :-p::-o:!)Cs'e·d:.::.:t:e·d'.e:-3l. :-,::":::. 
le~ s~ve,!' :-egu!atior.s, (Exhib:it ··';6)~' c:-:~h1s. e'xpe:nse ·i·"';e-m :'a.!t:ects ~~.;.'>:' -::: -:.. 

Acco~"';s887 .. and :892 ~ ~ These reg-J.!a tfon:s:~ :f;~ ad 0::9 ted; ;:. w.o,urcr:':r'eq;tti~e':8;:: - ': 

s'J.bs~3.!lti3.1 expansion o! th.ose types o!' ·su£vejs:-:'.P':::e's:en~I:r ':r'~iiiNid -:t<F :::: 

be :ade on an annual "oasis and would 'be additional to SoCalrs 

p:-oposed expenc.itures i:nder its i-2-4. p:-og:-am.. 

76 '~.: 
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" " .sta;.~ .r:e.c,o,~~n~e~ n~ ~ a.l.~9~~c.e:. :'!!';:r:: '::h~~.;; 9;"'O:j ected. 
ex~n.se-s:. ':'n-:.b.is.-.:.proee.edi:g on. t.he. g:'oun-d.s.-"tb.at.,~t.he .,px-opose,d r,.u1e. -i·s. - .. ~ 

-..- _ _ ~ or __ ..' _ •• , , ,-' ~ _ _ • _' _ •• • • 4" _. _ " .... __ __ __ \,.' ... " •• 

likely to :e W:i:thdr,a.'.m.~':; S:ta.!~, agr~ed.,:.~t:, "i~ .:th~:,:7:?-1e-.::·Js;- (not 

..... :. thd·~awn,. SoCal f's·"e.s.t·lma.te ,o'!:tb~::c,o:s:t '::~f:,:C,omp:lA~l!~~Li~ :res:~o~~~~~,:..::::" 
- ,.. ,We. agree. w1 th.. .s::a.!t-- -,Ho.wever'r ,s.oCal·\ .s.b.ould.'b:e:, ma.de "' ~-p ,-,- -
.~ • " .,. .,' • ... T ..... _,.,.... .... • ... ~~" 1, •• ". __ '. _ •• ~. • ..... _.. .... __ -.. . _ ........ ' .... ":'- '- ... " .... 

whole !or eXlJe.nses ~that:' m,lght .be:;in~ll~x:ed~ f..o~r 5:0,m.ply:.i:l~_~~~:::n~W" ~,:- ':~:~~':-~_ 
!ede:-al regulationS". ,.We wi:ll: a.ut.b.o.rtze SoCal. to ·e-sta'b:l·ish;. a de.'!.er,re-d. "' .... ;' 

• ••• '- ~. ~ ~ , .... ,_ ,. .,*'1, ... ,.... ,.' ". .~. • ___ ...' • _ __ _ r- _ • ~ '", ,.,.' "-- _ '"""" 

acco".l."'lt to r~cover the:s.e ,:ex.pend-i~1lres::in., i ts. n~~:::g~~;r,.a1,·,::-ato!' case 
~:,oceedi!lg. SoCal shoulc. noti~j ,:-he Commission -~:y.",:l~t,t.~.r: :i! .~d whe:::. 

tllese '!~e::-s.l ':-,egula.~,:'ons fJ.=.e, ~.im,pl:em~nt:~d~.:. . '..:I:!.,:~h~y.:~:e..:~.:.S~Ca.l sh.ould 
~U!"ni'Sl1 .:s~,a!!: .vi:'t:h. a. -3-tl:lma:y,-o! th.is.,acc·o.un..t.. e.ve~y-<six.. :non.tlls- _ . ..No- •• ,' 

• . ..... ,.' ..... " _ ••.• ,_" .... ""'", ... ' •• __ ... , .... ....; .... _ ..... ___ ....... " '. ___ A .. · ... ": 

allo·.ra:.ce ~or these .e::cpe,n~.i t:ur,e:s-:-w:i~ll:,::b~: :~d,~:·:f":OJ;.:~~~t: X:ea.t: 1:,~~~:-:, :';: . _ .. , 

b-.... O"ther -Items', ~ .". ;:-~'~:: .. :- :::'~ .,' .~;<:-2 . ·C:2.:::=:_:.:'~ .. 

As discussed above, we will adopt sta:f:'f)~s:.:.::,"'8 -;:: ~":'2;,:.: .. ,: 

:-ecom.c.end.a.tlon :-egarding phasing the 1-2~<~r,og::am.. S~= :- :"",.;.~.;,:-::,:. . _ 
We, .:w:1ll' :not: ,gr:a.nt :S:o.C.:al:t.S:: ::reCLuest:, .:~::amo:r:..ti·ze -::$:4:05,000 

i: 1982 leak,;.:,.epair co,st3in.;.the,.~t.es:t :yea.r.~ _,:..';-.-:;,: ::::-.:' ':.:.::~ ".:: ::':. "::~', s: 
:.' ... ,:S~:f>.a.nd~ SoC.a.l :a.r:e_ge,ne.ra.llY:,;.i:n .,ag::e:e:m~':t.: .~gs:r_d:i~~g .::,..:,::~ :.'::: 

the cost o~--co:n?li.a.nce.~·,(ith p'ropos:e~ ·F~der~ :"D~~~,.:~egula. ~~o~~. ::': . : ::.:' 
SoCal.acc.e~·ted· s-ta!!ts es:t.i::lat.e.·o·! ,$.1-,447,.000 .• '!-olr.·th:..s. i.te:n- . We-·-nO'te: .-". -. -"',' . .' - e... .." ~ -" ..... , _, '" . , _ - __ •• _ . . _ .... _ ,... ... ~,-. _ . .,.... .... .... ',.,.. ~ -'" ... If ...... 

tha.-: '!unding :-eqllests by the compa.ny and by sta~! for i:;plemen.t.i!l.g., .. ' • 
• -". "" ..... \..oj... ,,-_ .... 

add.:' tiO:la.! i"ede:-3.l :-egula.t:i,on.s: ,sho:c.ld ,,~,' :co:nsid~"r:ed: :i,:l;.;:i;ght .o:'! the --- .. ------ .~--------,.....:;......;;..;;,.,,;,....-:....; 

'!ede:-3.!.ad:n·i!lis,trati~n~:s.:stat.ed: ;goaJ: ,of ·::e:dttc1ng_"S;llch ~egulation. 

A: though· :-egula.-:ion, -m,3.j":b-e:in.c:-,easi::g:-i: 3,ome : .. a:::e.as,.. :"i,,~ :c;a1.:'''oe..::::: -;,',:,::: 
dec:,easi~ :i:l.:o·t:::e:--s ..r'~:it is, '::-a:tepaye~s::sh~u1d;,:bene::i'~ .. ~:-o~ "a.:: '" ::;"':,: 

red. uct!d ,:-e-gu:.a t'o'!7 b urd -e-n..;, ·we, ex~et' ~-s:ta.~~ and :-:S~Cal::~o, .=::a.d.d :-e:s,s<: -:'b..::'~ ::. -: .. ~. 

~att~= .: in .SoCal 's -n.ext.-:g,ene-.r.al::..·:-a.~ c,a.se,.. .'J ,:,_~~ :::: --::.:: :::',:"'::c',:::'::- .:.~~ ~~' ::::- ~ :'.:':' ~~ 
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Regarding:'the-::S1 , 527~000~ wh:r6li:;1sSdue~·to .: <t1!':f'e rent 

eS"::i:na tes o!'tc:e:: nUmb7e1--"o~ :lee.k·st'o ·b:e-- -r~:p'ai:r:ed ,':'-S:oCal:·'s,ta."tEts.:~ ~~;':':- ::,~:~,: 

the sj;~i!'i~ ine'rease in::' !es.ks~' is'; d'a&·to;::Use-:()·~new.leak~·deteetl:on-."'::,~ 

eq,u:.pment" wb:±-c~' ii· mo:re s-ensft::(ve-. -,. :Aec~r·d~i"ng. ':to:- .SoCa.l:,:., :the;: ~ckl:og:,.: :-:::: 
in 7980:' 'o!' ·COd~ !I)::- nonha·za:rd:o.us 'l~aJis': 1 n:ere'ased::: "t().~,~t~840t~: :, Now;; :::.~: -:::,. . .•. 

So Cal -..rants to decrease the backlog to between 5,000 to 7 ,000.':'";: W:e:-~~.:' ' .. '. 
'-P"" a.;·A""t--c.--_,....-~,'s:'· .. e.·1 ... · ........ " "'or··t"'·"s' i .... _· ... ~~C,.~_\~ --~ "....... "-ltv::,· '~'" . ww--I.r ........ ~~ .' , .' ~. ..",~ ......... "" ~.~ . ..t.. .............. I. ...,' •.• 

,., --; .. :,\ ~:~ ~:t; 

'":. ' ".·!n: s.umm:a:ry~;: ,Soca.:t. t·s:· es-t.i:'ma:.t:e::f'or:~ceoun::t::: '892-, ~sh01%ld :1)-e~ -,~: :-. 

:oec. ':lce"d'b:r:·$1'~ 305 ,000,.', .. :: - :-: '.: ' . ',- '. ', .. - ~ ~ :: ::. ~ ::-:: L:: ~. -: ::- ::.::'~ ~ ': ., ... -
7. Account 894 - Othe:- EOlli'Oment .:,.~,::-,:: :::::'~ -..:-: .::- .. -,=~ :--~;,_, ':.' .:::'.:::: 

:,' ~Mai:l:ter.ance- :cost"s" :o·~ com:p:r'es's'o-rg;'a --i:na:tura.l~ :ga:s> :veh"i'-.ele 

:oe~t:eli!lg =S-~a.tio·ris- account· ':f'o:r' ,s. "'$1:,1 O:,:OOO'-'d:ft!er'enee: bene en;: :s~f:: -: ':-: ::',< 

anc. SOCal" "es,t:i':a:~e-s .:' Sta.~t'-t'e:: J:o'W'er: est-iti.at:e. 1:~i~'based~~ ~on, .. :1-~ ,.pro.:po·sed; . .: -: : 

:oed. uetio'!i f:l' employee- levels ~>. O:t'Ro,urlCe tes'tii:r:recB tna.-t) the: ...high:e:t~>' .... :-::, .... ;:"::. 
expe::.se level was: :app,r'O-prla"te: :d,ue:;to:: . .( a:):: the~ :a.ctcLitton:.: ,of:. ~olie: :or '-::w:o:-: ::: 

:-efueli'ng '''oases bet·..reen:nowand . f98:; .. ,and' (.b·):: :the:~higlll3't"::per~ntage:;ot::: ~ ~': 

SoCal !leet be i::.g.. eq .. a.i~ped. with ·nat:ul"al., gas..:.:'" -. ::'~ : .. ':::::::-:~. ~>" -. ~;::-. ':'.:'::~.:-::':-

.'. -1{e'Wi'll: "ado:pt .SoC8.J. '::'s: e-st1mate-..; :-. .. . -:::.:::- • ":'~ .::.,: _ ~ 

?.. CUs'to'm'er '-Servic=e's' ·'Ex-oen·ses :.<-:: ~-:."'.::. '~.:- -". ;,"':' ":~ ..::~<:: ::<~_:,:~~:(,~' -::'::~~':':' ~: ':;:. 

, : ;Ratf-cll'!'!'e -test:l'f'fed .:'!o:'r ·"SoCa.l· -:and; ?e:rra;~o'=.pr:eS'eIlte'd<the .;.:,::;':: 

posi tioli ate,stat!:.. -SoCaI"s est':r:nate-s :to't3:red'';$85;688,:000 :'and):th&?:::;, c-:::­

s-;a!!ts esti:nate ·..ras ·$78,sf.~,ooo, ·a"d'1'rt'e-renc-e o'£~$5',;:57-3;;OCO:.: .~~~~'":'~':.:"':' 
1. ~AeCOt:nt 8iO ~:'-sU-oe-r·'!s:!:on:'and.·-:···:~ .... ":.-: ':':.;:'~ ,:::'~'" ':\ 

E'!lgi~eeri:lg E:t'Oense ~ _ = ::- :"',.:::-:::: 
'1:~e di!!'erences i::. th.is ace-oun.t"a.:.e:.,.,\, _ ::.~; ~~"M"_' 

.... , '. ... ,,' \" -, • ,-<..~' ... ~ - -- ' ... ;~-

S&3 3x:?e::.ses ~~S ~:~~3'8·;OOO·~ ..... ::, .' .:;;.:: ~~ 
Level~ot Serv!ce,"":Studles. .",:,,,,.",,,,.:,,':, :"200,;000 '.:<::"::: c·:::: 

.. :Cor-e ... t~ 0": -.' ~.= -' ~ -, -'~., .. - - ~ ",66,1"1. ',000·- ... ,.. '-':"-.' 
~ ...,. .. ...... " ... ,~, .. - "..., ~. .. •. .... .,.'., \ ... .' --;; t· _ '.' .. _' ;;~~' ~ 

$1 .107'-000 " ~. ~,' - "- - ! "." -_ .... _-"!. ..... 

-.... .- - .. -. 
··~-S::~!~rl:=ness per;a.;o:-ad3us~ed :'SocSi r s';'est~mates;"!or S&E 

ex?e~ses c.6wnwa~d 'SS38,000 ~o re~ec~ sta!!'g ac.:~~~ent to ~on-S&3 
acco-.:=:.-:s. 



',SQCal, wi tnessRadclitfe tes-ti~ied' ::tha:e:- t-h~.:: hi.ghe;r projected 
. ~-

Sa:3 expenses- in: :198;,· ve-re. ,nQ,t.:.r;ela te.d ~:to:t:he:, llr~o:j e.~~£.. ~n_C;;"~e~~:~ .;:=~ ~:::. 

non-S&E- activi:-:ies.,,·, SoCal·' also:--argued: tha,:t-: .19~.1 ,r.~.e~.r~:ed ~d . .;~.::·~~o.:~~ .:.::: 
~ot be: ~l;i'D.d.lj" :u:ged..: ,,:1:n~ :deye~O'p:in~ ::1~98; .e:ql~ns,es:~ '.~wC;al: .:.a~.g:;.~~~. ~~::;;:.:. ,": < 

its g:ass· :"oots,~ est·1:na:t.es~ be,'tte,r,~ .re!:le,c.:c a.n:t,ioC,i;p.a te,.d~ oll~:ra:c:~~s: :~o:r;:'· ,~~ 

We a.re not convinced .:that..: tb.e::magnitude:.o:f':.:re.duc:t:1:o:n5:-c~:%l:l.~ .:..:.:>: 
non-S&E e~e'!lSe:" p!"o~o,s.ed.by: -statt,::·d;ll: b:e' .s:U:f.:nc.i~n:t::t,o: t·rj.gge:- a 
s!.g:i~ica:.~ :oed uct:'oo. in statt1ng levels. Accord ingly;,.. ~!3':. .w::±;ll.::ad~,p.:t::.-: 

SQCal's es-:i::l3:~e fo:- S&E eX'tlense. ~-.- ... ,~':: ~ .,~' _ ~\,':.::. - .... -,." .. ~ .. ........... .' A...,;;. __ .,' _ ,-'- ',-, Iv \, ~~ ... _ '" • , 

·'!heseco~d.: ,1,tem of:-.d isagr~.em~.ny: b~~tYe:en: :staf.!::- ;and; .S:e.c.al 
cen ters.:on thecos.ot:: !or-two- ·.wve,l:· ~o!' Ser·J'ic-e- ··s.t,ud·1·e-s.,.. wh.1,eb,.·s.o.CaL· -" . '- .• ' 

• ~ • • .... • " .. .' r .~ ... - • "., ~.... '4' _. - .... 

o:'iginally--.es-:imatec.. at ,$700,,000::: .ane.> l-a:te:~: r:ec),lce:d:: to. ·:S4:-~£09.:',,9.o0: .. ~<:<. ;; ,;.~ 
S-:a.~~ vouJ;d;allov only $200 ,.000.,; s.ta.!~"s~ e st:i~te: ~or::,t~e.s.e ;c,.ev:e.l =-~~ .:~. -: 
Se:oVi-ce 's.-:ud"ies.' 'is'.based: .oc.·:3: ro&E s't:u:dY:,,,whic-h .s·ta!-::~n:te.nd.e:d.', w:as:. '.::'<:':'.~ 
si:li·!a.:-to'the.st1ldies 'p=QPose'd: b~ SoCs.!: •. ::·ie·,v1~11:·a.d'O,?t: t~he;:~~~~t: ;.~>,.: 
es"ei:ate as :'easonable for the.t,es.t-y:e-a~ •. ":-: _',,' >:.;::-::.:..:;.:;; ~~-::::": =-',":'.:'; '::.::.::::' 

?inally,. there is a. d1f!e-ren~ of ::$66·9;,.Oqo,.:;bet:w:~en..:.soCa.l 

":a.ble. 'SoCaJ. :-:l:a::'e'r: ~.:nad;e· -:the: co'r-reeti-on -:o:ut ;:s·ta!:t· ::had~n~t: .:i:nc:l;u;c.ed 
t:'e $669~~OO "in :·::ts .:e:st ima.teo~, :AecO:'Iln:t,::~70: .. , Co'n.ve!"sel~r ~s.ta.!tl s.~.' _ ...... "' 

•• - .......... __ ... , v -... >- ... , .... "''-~'" _ ....... ~. 

eva:.. ua tion ot :;':cc:01.mt<90': i,s,:'.o:ve~s.ta.,ted :OX :$0:69:" qOO:. ::;.c..: ':': :::='..:::'" .>:. :.:' '.:":;~::-::', 
'lie ·~i:'l :t.ake this co:-:oec~ion,:9.:ld -:re.nec":. the $6,6·9.,..000 in 

• .'~ ,,, __ .~ s· _ •• 

Acco':...'"l t 870. j i ::; ,- ',-.:- ): ~ ~. ~ ~ -: ':- ,.:~ :; :. ~~.:: Z . --
2. Account 878 - Meter;a.nl':' :::<. .~~... '.<:';"": :.'::'..:: "'.~:: 

Souse Resu:r.a.to:!"" ~x'C'enses _ :...::: ',<~ ::::: :~::;:. 

~:'e d.i!te~e:nces. :bet·"''2en SoCal.:-and ~sta.!~ a~,e:-" V'Co''': 

1982 overp.r_e.s~sjl~Jrotection (Opp·) costs,;: ::--:$-: -:642 ~OOO 

A~:?l!.a.nce~ s'::'·tey. ';, 366,000 

... Ad.~~,,::::en":s. due ~o res-:il:1ati=.g_ technique, _ 2 t ;~3 rOOO 

-' -~' .'. ~'.~':~-~" ~~. "~''' .. :,: .~:. ~~:~-~.- ~ .... -" :';': ~~~·~~:~~,~.~S2?: 
.' "","""". ...... -.~, ."' 

• V' I.. ..... ~ \P'" ......... , ... ~ 



"'':''-.''':'' . _..... .... "" r. 

?or :'easons previously diseussed~~sOc8i~anno.t2inei.u~:" :::~::; . :. 
" .... , .. , ....... ,'...., ........ ~ .... ,...... .. - ...... """ ...... , ... ~ .,...;.#¥."'-.'" .. , .... "-, ... ,,.... ... , ....... ,,- .. ,. .• ~."'" .... -,. r- . 

$642 ,.OOO"1n- ·esti:!1.a:~·ed-:·~ 9~Y ~'xpen;se~' for'··amortizat.ion ot-t98Z'OPP-
':. .. .• _.. .., ..... '4' . ,- ~. "" """ " ,... ~, ... ~ ,' ......... ~. -~ .• '~ ""':""'1 \. - .. - II •• _,.... • JIN • I' ~ • ':"" C' - ": "': .. , ~ 

eX':leuditures~ .... " _ ..... " "- ... ~"" ' .. " .. "-'.~ .... - .. ",-~ .... ",Y ,.:',,------.~-

• , .' - , ,'" ~,... '...... ~ -:- _, <:' -r-:: -,.-.. r.-. .... . ... ," _... ........ ... ......... ':" .. -. ~ ......... ", ,,.. ~. ~ ~,... ~ ... _ "", _. :: 

.. ~ega.:.d·i:lg· th'e'- second - i tem'~' SoCa.l :.- a:'gued "th.3. t· st~:r d':Cd not~ -- -
~ ,~ ..... " , :-',:", ". ~ ~~:" ,~. ~~ •• :- :..:.' -:: ~ ....... ,. ~ ". ~ .... -~... , ........... ',,' .~ ~ ... " _. ... .....j ~ ,....,..,- ..... ...... • - I'~'~. Ip -:".,. .." !" ,..... ~ + .. -

specificallY' a.1low the cost 0'-£ an App'li'anc'e Dat'a"Survey 'pr'o:l'ect'ed'" to'" .. ' 
cost $i.3 million. 1:l test yea.r i98;,. portions of the dollars tor"::<·::..:::;:-:· .. · 

.... ,_'r ..... I ""\" ~ f.. ~. _ ~.' ... "., ,.. ...... ..... _ .... p' , ' ,.. ~ --. _ " __ ."""." ,.. _.,....,,.... 0;' 

·'(b.ich a.re i:.cluded in Acco"unts' 878,-,.- '879~- alld- 90;"~' ;We'a:gre;e~w1th 
-- ~,' ',' -'-P",' '~~-,. .......... ;-_.--.._", ... ~"'.-:.:.--.................. ,c'-..... _" ........................ - .... , ......... ,.. 

soca:. 't=:a-:these eo'sts" ~hould' be retlected" in 1'98'3 es't.·izne.t.es-.: ..... -.. ":..... , 
, ,' .. ~: ~-_ ,-.,. E"'" _. "", "': ...... ; '- __ !" ..... , .. ,' •• ,....' - .- ..... , .... , :- -".., :..:: t~, 

Acco:-di:c.gly, '"e "rill allow' SoCal $';66",000' !'or- tb.!:s-ttem" '1r.. th'is"···, , .... ' 
", .' -' ~ ~ ...... - ,... . ~':::, ~~,:: :. ~ ,.~:. -,.':;:" ::..:' ,; ::.:.... ":".: :::-:' :-.... ~.::..:;: 

a.cco-cr..~. 

Turni'ilg~ 'to" the th,1;d i tem~> th~'': sz:; 39:;:~000···a.dj'ustme~t.: is:' d.';'e::-,;, 
to di!!erenc'e: "i:; ~st'i·~·~t~i::lg ~te;chrl{ques ~:: ·:We."ag;;~~:;'~~h::-sta:ti ti'l~t) :~: , ~.:: 

... ." •• -. _· .... I •. ~'·<,._"· -. " ."_f,, ,.-- •. ~'I~("'.-,...'._ ................ -_ ... ~,-_ 

SoCa.l's est1ma::e' r~!lects' an" un:easonable -:pe·r·ce:c.tage' incr·e'as·e-. "We' -~ -,' . 
, ~ ..... ~, ....... ~ ..... • -."" -, . _" - I"'" ' •. - .... .tOoj .... _ .', ~ ..... ~.,.., "'" f"', ... ',.,... :: ,~"",~, " ... ~ r- _ "'\ ...... ' " ... f'-. _ ........ , 

will ado-ot··sta.!!·'s-·~s"tI1Jla:te 'tor" th1's ':!:tem-."v" .... _--,,- ','.'-' .. -.;,;~-.<.I,.' •• ,'., 

3: Account 879 _ Custome~ :.:.::::.:....:::.E.:~:':.::: ~ ",': .: c ~.-;': . 
!:lstarl'atio,n~ Eroense.So:«::' .: .~: ::;;, ;: ~:' -: ;;:.::.::::::: '::: ::: :.::.::.:::L::: 

T1le stat!'· :es.t.tmate:: '.[01",- tli1~. 'e.eeo\mt: i-s: 10w.e:r:.,~.ha.n:,.S:o,Cu~'.s:,: ~" ":~, 

by $1 , 5;1 ,OOO:~ .. Ot"' this.<a.mo'Cnt.: :$4.11~,.:000 1.s.-:,d-ue ~o ·s'taf'!:t,s:: e-x.e:-l)ls·,iO,u:,:: ~ ::':" 
o! ~b.e :.a.ppl!:e.nee~:s.urv.ey::. and: SL,.:1.14C,..OOO -tsCo due:--to,.st,~:,.us~g; 1·98:L-.:::': ::-,::'~:. 

:-eco:'t!~d 8.!'l.c, ex.pe.c-t.ed.:. ·eus:tomer.; gro~ ~- th:e: ba.:s1:s>t~',r-::i t:s; 1 ~9a.)":;,~,:;: -: ,:.": .. ' 
"' 4 ..... ~ _ ...... ..., • ~ .', _ •• _ "'" _w ':. ,_ 

,,," ... ~ .... - .. -- -- _., ~ "~ \.- ", ~ --. 

'!~ni:lg to the $1 ,114,000 a.:nount, stat! points out.. ,,:tiler.e :is-":::: 

::'0 d !.scer:l:' 'o:e . ~eas:on:-:~~ r' :tiis: ~re"'e:''': :-o!" ;.tne.r-e·ase:.: -~i.e:n~:t,~..a:a:o~t . . 
4. ·A:cco,unt.":880~':: Oth'er~Ex'Cens'es>,",: .:.::.::, .-:'" ~ .... , ",< ._::-~~; .:,~, .::::, .::.,,":.:. .• .::''': 

The sta.!!' ~esti.~a:t.e :is ·J:owe.r ~"t.hs.n: :S'oCaJ:' s: J~:r: :$,·;:4:,:..000-.: ..:. ~ ~ : -:: :-, :::. 
S~a!~ a~g~es the:-e is no discerni'ole :-eason !or SoCalts level 0:'­
e~e::.se :'-o!' -:~is a.ccount. "Ie -,.,ill ac.opt eta!"!' s esti:nate. 



A.61081 AL1/k::.. .... 

G. Custome:- Accounts Expenses·. '. , ... ,_,-,~ __ "'~"",_ -::;': 
·.·Radc11!te developed. C~;;~;;·.· Ac;~~t~~jXpe~~e;,~ exclusi;re _. _ ~ . 

... ..... • ,' ~ _ ....... ' '-"_'" .... ' ......... ', .. ..,. __ "' .,' .. _. ~L , ...... _.' ....... " ..... ::": .... c-:.. .. L..!...~.:..~ ; ...... .;,., ~:,_ ',~ ... : ... ~ :':"'_":'~I 

o! ED?-3illing Operation tor SoCal •. Robert L- Ballew, manager o! .. 
".~-~ .... ~ -'".-'v·,', 

:3Uc.get8 and ?inancia.l_ Planning. presented c EDP-B:illing. :rb.e· s~3.!f' ~ ~.. -.... 
- .. ~. ....'.". ~ 'r~" •• ...... • __ , ... 'co _ '_ .. :... ... ,... .:~::::"'·_I ..... :_{ ... ~\,. -:.:"':_ ;;'-'~::~ .. ,,",;.'.~ 

vi tness· covering .'bo,t.h, .a:e.as- was ~homas T" • .Hamamoto" senior utilities 
eng1nee~ .• · .. ~ :-~ '.,~' . ,,-~. ~ .. _ ~ .~ ~ _ ~ .~_ .~~,.:, '.: ='.~', =:,. ~.:- ~ ~ .. ~;; ~ .-~.: :~~ ~ ~~= ~~~~:; ~':: ~ ~: ~ 

.. : s,oC8i~,estima.ter CuStomer2AeeO.,jnts·Ex;pe·n~es·'to'·be:--~·· '.' .' : ... 
< •• "' • • -. .~,-. '," "" '.: ':,: w:--;" if ':: ..:. ~ ~~ ','; :,.. ~ ;::.: i... ::: i'" .. ":': ..:' ,~~, ,:',:.:.; .,;.. :<.:..: ,~, - ~--: .:--A:'': ~-::: .. ' 

$1 03 ~ 971 ,000 to:: _ test ye~-: .' 983 _. rStatt ,f9recas~.ed_ ,ex:9~n.s,es~.yoya.~.ing ~ _-: 
$96,072,000,: _ ~he~ dolla;: di!!e~e~ce~is.: $7 ·~.S99-,OOO~ ~, ::., ~'.'--", ",' -,,~.--

•.• l ...... " ,. _"" ~_ .. ~ ....... ~ ... " :.;. ~.;' .. __ "10 .:.. __ ".~ _ .... ,:.~~ ','.\.: f " ..... "...1"':..: ~:--:: '.:'::~'. 

Ea.:na.:noto would a.llow $2,084,000 less than SoCa.l i:1 . ',' _~.~~~, ..... .. .......... ,..' ......... 
'l:.."lcollectible.expenses.at.present. ra.tes •. AlsO., ~e., re.co~en.d,e.d 

,. ~ T" J' .. .", ~... • ., ~ _'~' .... .....,,, ~ ... L ......... , ••••• '. ~,..' ... ' l"'\ ..... _ .. ' .. - .. 

$A. ,000,000. less. than SoCal '.srequest .'bas,e,d. ,on ,s,!:,a.'£.!.',s_ pr~o:pos~es1; __ ,,' .. , __ 
red llc-:ion '~~_ ;~~power.. ., ~~~~lY" ~ ~'isa.g~'~~m~~t~_ ~-~~s~~_ 0,( ,~'~ ~.'~.: ,~,' ~ .: .,~, ~I: ~ 

~ ................ ", ...... ,- "_ .... ,'~.I"r •. "' ..... , ........ ~ .... _ ... _____ .... n· ... ..,. .... '_ ..... ·.~ '.' _._, ........ _ 
a.pproxi:na.tely $2.5 :nillion conc.er:n.ing, ,'p,ro.te.cte,d, "p,~s,~,al", ,ta.~e_ .. iIl:.q,r.ea~es~ •.. , 

1 U " t.;'b' k' .~ ..... __ ............. ---"~ ... 'c. ---"- .-...... - ---~ 
• nco __ ec. _e ... X1?ense _ ... ,'" .. ~ ~'~:.: _'~".~~~' ~ 

Hamamoto proposed reducing SoCaJ.""·s~';S~:i~~t;.()'£~i:.ts~: ."" 

Ullcollect:f'o1.e'ex,eus.es.:' ~rom' ,$1:,:.1'.1.7 ,000:' to: ~$5,,-o3:~~eOO .. ::':.E:1s . .': . .-:: 
uncollect.ibl·e est:1ut.e :i:s 'prem.ise·d:.·~on~· t:alcing :S'OCal~':S':' a:v:erage)::, .:::::' 0' ':,: 

sys-:emwic.e· uncollect.,ible: -rate: :tor 'Y980:. a.r..d''.19S1. s;""lQ.\··appl7-i'ng .t:;aa.:t '2 -:::- '. ~ 

average :"'ite" t:o-- ·pro:j'ect.ed' j 9S:3: estima.te-d;, systemw.i:de:-'.:3'a:l~~ .. :· ~ ;~: ,: . .:.": :-::: ," -: 
SoCa.1 argued that 99~ of the total Wlcollect1'ble expense:-:is-.:;·: 

d-..:.e to, :-:esi'de'ntial. 'an~~ comm~re,1a.l.' eustomer:s~,~ 'th-e:rdo·:I"e::,.::-:i.t~ i::s:. 

i=.cor::ect to use systemwide !igures wh.ich include stea.m~~l~,t;ri~: ,": .. :.-.:':::: ::,:' 
~_ :'an..t sale.s ... - _ ::: ' .. ::- '.: '.: -~ .- _. -. .. .'~ '. - ."" .... . ~ . - ~ - ~ ....... - . ,I'" 

• e' .... .. ... • '~' ~. _ .. " ,+.A • 

":C'so:,: .SoCal poi-nted: -out: :th:at.,:the-. .:1~981: .:~ig:tlr~e:s. -:use:d;, ;,.by; .:.:: '::" _ ~_:::: 
:::~e.:oto did no": re!1eet a pass-through. o~ $;35,000 ,000, ,.1·n:::.sjl'P::pli:e-:::·.:,:~:-:::; 
rei"Clds - We a.g!"ee vi th SoCal that:r-e-e:ogn:;'::'i:o:n-- ,o~ t'a;e:se:--::.:e:!:un:ds .is 
app::opria~e~ .'a.:lC: 3b.o,1l1d: b'e' ~i:ncl1%d;ed -in.- ~'the~;ca.leula.~i:oxt':::.:..:-:::; ,~,:-:: 

. ' ." ~' ... ":. ...~,'.. ~ ...... 
-~ ..... ,~..... ..... ,. , ~-' -" ~ :' :. -:- ~ :~:- '.:: ~ ,. :: ~ ,'.~:. ".,,\ ~,~ :".' ~ ,. .• '. r''''' _,. p ... ,,_ ". _ ~, 

~ , ..... -.: ........... _ ...... -
.... "\ - .-

• > '- " .+ ... " 'r 

_. ~, ... .,.. ... ,.... _. ~ "';..J. 
... , • .,;... v _ ... : ... _ ' .... _ ... '" 



... -.... :',....... ~ '. ::, - ":.:... . 
....... .:. -. ........ ,/'". '..I ..... "" ""r. 

',: SoC~;; ~~coi'l~~t~bl;'::i~~e'~"b'asii -gri -=f98cj:iigt-'~rio;£iy ::<> .:2::';: 
.. ~ , .. ' .... ~ ... ;...... ,.. .... , '. . .~~,. . ,-~ .~. '"' '"-- ..... ..." .......... , .. ..;: "_,-.. ~ _~~. ,I" , ....... ~ ... ~ .".,.-'1,....:: -"":'_"" -.. ~ 

tempera.tur·e _ adjUsted' silesis' :480'~ .' SoCBJ.-"us.ed-:"490 f'n '-'this: ~ -c. ~.-'" • ".-

proceedi!ig to"'ree~grii~; 'th~ =eiie6t"; ~f'·:h1g~~"r~·gilfi~·~::')·:':- ~":'-::' ;:'~':'. _::--;-."",:, 
.. ' . '.. ',-' ,- .,'" '.... ,.., - --- ,'.~ ,.'.' - , ..,. "'" r. ,.... r. .y ('..." ,"""'- ,.,'" .! .... ,.. .. ~ ~ '"I. ....-

" S~~a.l !~t~:~'_ ~o~e~~ 1~~ _ ~~~~lect;bl~,;~u%~e~: ~W:~ t~~~~~~.~ _~ :,:,-: 
percentage, .4870, closely a.pprox1mates the ~4900 ~a.te._incl uded~ in . 

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

~'b.1s proceeding •.. ,Accord.ingly, _ .... e will" adopt._~ tJ:le _socai.~ ~1~e~.- -- "~' .. ' 2:' Ein;loj"ee.·Additions-·'~'· " ._.·c .... ".J, "'~" "'-.:" .. --.j 
- - - •• ~. 'M •• ", ... ,,,, ~:, - ': '.~ .... : ... : ~~::~,.~,-:,'~;<~, ~_': ::1:' f .:.:'-' 4:;:2 ,_~-:-':: _ ... ~,: :'."':.:._ 

.st~! ~tlless E:a.m~o-;:~ pro.posed: _ So _,t.0,t.~~.,.a~til5~:nent ,o.~. ~ ,,~, _ ':~, 
$4~COO~COO' to' the- exPense-estiMa.tes· o!-botb.'Radeli!!e'-aid. -Eaiiew .. _ .. :' ~ -~~ .. . ,,~ .... , ..... ... ..- -- - .... ' - ~,'" ,,- ... ' - ...... , ---.. ~ .,..." ..... 

:-e::'ated to.' e:nployee additions in the -CUStomer' Ac.2ount' a~ea:" St~!" - ,- " 
••• ~ "', ~ , "~.,,., _ .. , ~.'.'.... ,"'-' - -~ ..... -.,,- ~_ - ... ~, .... - 001, .... ' .... "-..,'_ ",,'"" " 

a:-gued that' e:nployee" g~oWth"sli6UJ.d ''ba.si~ally·''tra.ck:' customergroVtb." .. ,. 
(esti!l1~~~d.·" to ce A 

1 :8~ '. er:·yea.r) '~"I;-'iddi t~b~,=s'iiff'~is~~~d': ~.:. "' ::,~ .. :. '< _ . ~ .. '.' ~ ,~ .. J? . . _., ,,"" _ _ _. .. ," ~ " _ , .: .. _ " _ '" ,_, _', .," '.' _ . _ . ~ "~. 
i:lcrea..se" i:l ... ezployees in"1982 ' subs tant iaIiy . greater "th.an ··cust9mer ~ ~ ~ -.~ ~ 

g:-owth (appro~i~a.teiy ~8. 6~'e~p16ye~" grO.rth),~~· ___ '.'~:;~'~"":'-' 2 .<:~~~ ' .. ~;~ ~,'~,'~:,~,.,: ~ 
. -Also, sta!! devel,o,Ped' a. ;per-employee ~ do:lla.;. :'amount 'by . " 

diVidi:lg' socai' S ~r~j ~~ted ':5~~3_::~e~e~~~~ ~or~~i~,?t~g~£g~.d~tiu: ~ ,-.;',::_ '.::":~ ~,':'~~ 
processing. (EDP) and. non-EDP' ope:.ations ~'b1' ,the -proj ected nUmber of 

. . .. --. ~..." '" . . =".. "'r 0 :..:. ..., ., r ..:~ ,~~ ,< ;....... ,.., \ .. : n, ,:. "": 11'';', :.... " _, ': .. 

e~:?loyees in each. o! those ca.tegories. Staff then subtra.e~ed the 
ap~ropr~ate a:no~t !or ea.;h e~plOY~~': d.;~pp~d: ~ ~EDp~'e~pe~;~~:~~r~;- ~ ..... :':' 
reduced.·$80~50~· e~c~ !o~ 19':e~pi6y;~~~ ~r"a.-"t6til·:\o!::$1 ,5,29·~500.-:.('N6h':·:::: 
ED:? expenses ';'ere red.~ced by$40~76)~fo~;:~ich:-2t:'61:':"e~pi01~e~;~>~~'-: :--:C'-

total o~ 52,486': 50.9: ~: _ " ~_., "',. ::::..~.~:: ~~.:~: _'~' ~ ~, .. ~.:;~ ~,_ ~ ~'~:.,:~ ~ ~~.: . u~ ~c~'~ ~~.: ~ ~ 
SoCal' arg-.ied. 'tha.t. the :nethoC:ology "used 'by 'l!amamoto . excludes ~ ". 

J' > - '.,., .. ,.. ... • ",~ , - , ... " ',~ - ',. - " .. ,' ... ,.. , .... ~ -- •• ~'. ~,," .......... - ,'" • ,..., .. ~,.. ...... _.. - -;:.. ..... 

conside':-ation' of new" e:nployee requ1:-e:lleits<::whrch.~."a.re: not-c'lrect11- - - ...... 
:~~' --: :"- ·: ••• 'I, •• ~ '._" -: : .... -. '~,. ~' ••• -'".:"'~' "'".:.:,,~' ... : :'';'::',''''::- '-;':':'~~'::,".:' ~._ ... ~:":''';.-''-'~':::'':''~ .. 

:"e:a::~d ",:0 cus~omer g:-oW"th; '!h.us,. accord:!..o.g to So~al, on tne non-ED? . 
... -, _ __, "c '. ".:- , ..... ~_ ... " ~.'.~,"". .-: .... :' ':".~. - .. ,'.,,:::-' ;.:~ .. ~~ ~:I::~''''' ... ,(~=-; .. ::~._.:- t: .. ::::" .::.: 

side =:amamoto had excluded. expenses needed ... ~y .. S~~al,i~~_!~~:; .. ;-Q~, .. ).~~.~ .. __ 
• __ •• " '_A ..... fo.. ._. '_, ..... v .... • ~ • __ , ......... ' _.... ,~ ... I.. 

Applia::.ce Da.-:a Survey, Level Pay ?lan, :Energy Assistance Program, and 
EX"Oa.!ldei ':ele'Ohone Se:-vices. So Cal further noted that Eamamoto 

~ .. 
:!.~ored :-e~ui:-eme~ts o~ $500,000 to test hand-held meter devices and 
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$250,000 . ~o.x: ~ a.. c:.:s:~o~er. _ rela:t.1ons t.ra.in~ng .pro..gra.m.~ ~ _F.1nal1.7, :.,on the 
.. ' ' ' '''' , ' •• _. ___ ". , ,_ " ••••• '" ... c _, ......... ~.:' .... ~_'-' ... '~., ......... _ ... '.-'t.I..., ..... 

::lon-3D? side~ SoCal submits Hamamo~o has,!ailed to recognize a 
seve:-al hundred thousand.do'iia.r: 'r~ciu;1re~ent~':f'or" 'bf6'ch~~e~: ~d ~~lii-: .~<:::. ~:" 

. • .,~, '. ",., ... - ,.. .", ~. , , - .... ;:. (4'" - .. , ""'" ""'f'" ...... ,..., .j-~ - r"'" - ." '". " ", ,", " ..... ,,..... .... ,.. 

:':.se::-ts.needed to i:n:piement (a) the·termi~ati6n'0f'-ser~.i6e .... ~~ : .. --.-- ... 
... ~- .... -. ''''''',. - ...... , ..... " ..... '. ," '""'*:~.,. ,'- ~ ,..-'.'- ...... , .. - -('", .... ,--"'.' ... ( ... ,-\ ..... , •. 

req,uireme:.ts' o.! Or! 49' and ~(o)' a"tniio.-partY' n6~.i!i~a.fiO.~.~·procedure 
as s:pe~i:"ied~~~'~q!! ~~~ -,'.~"~_~:.'" .: .... ::".;:.~-:~"~.~~ ~.~~'~~.:~ .. - .:,:<,,~~~~~~,:.~~~:~~ 

With rega.rd· to EDP' expenses; SOCaJ:-argu~~ ~~hat' K~S#oto:"" 
ig:l.o::-ed the S2 ~ 788,000 in A.ccount 90'3 ~or ex~~i-b1i~o~:'etis~:ilg ' .. 
p::-og:-a.ms ~d ~-";ith'i~~ie:ne~t~tionoi::~~~ p~6gi~~:. :;'~:Aci66~di~g~' ~o 

4."" ~ ,," .. - ,,-:. '.~-- ... : .... :~ :' ," -.. ~ :':: ~: .... :~>'.- .. ,:--~: ~"~;~ __ , (- :-~~:U'<":"):", ~ ... ~'t .::-- :-":'"":.1:<>:' _'.' 
SoC a.:. , ::b.e ext::-ao rdina::-y i tems unrelated to customer gro~h are: ,. , 
a.dded ;~~~i'::-ei~n;s ~;t;i~utibi~ ;~o· -t:::;'-i~6r~'~~~d ~ ~g~pl~~i ty. =gt: ;a~~:-:'c -.... ": 

'_ .. , ..... , .......... ~.< , ·,.,rl'._,,· -. ~I"'"" .......... - ... _..- ."1.-'., ... ' .... _ .... , ,~","I, ...... _, .......... ' .................. 'J'_, __ _ 

desi~, increased' :equ.1remen-:s·· in- h.a.ndl·i'ng" supplier,. re!unas,~ r:eport-'~ <: " 

cre. billings, ·:pa~eri~·~si~·~~6e~pr6g:-ams ;"'~~'q~i';em:~nt3 \kd~r :OII'::': ~':>,'. 
... ._., ' ,. .",........ .. --.. ,. - ", ".,. "'''. ..... ~. C" ..:: ,." ""W. • .... '\ f~.""'''' .. __ '.. -""" '-,~' '-'. _ "..,..... .. 

49, 9.:ld ·11:"ei'ine"8.J.lowanee auait'-s:' 's6Cal argued"that"'E:amamoto-'" ._ .. -
......... -..... -~ .• ,_ ............... _ ... ,_ .... ,:'; '1 .• ··~\- ... -· ... r,...- ... -.;, ... · ... 1., ...... "' •• :. 

igr.o::-ed the increased e:nployees' need'ea ' to -handle' add'ed ' eme:"gency / a.rid <, •• 

.. ~~ '>·c·:~,,:~"'._' ,r,v~,~:~:~,,:· ., ..... ~:--- .. ~~,.':-...- ... " ":>:··'~LJ·r~.~~,.: :"'~"".~".:::. ~:"'~~/~, ~ 
sa!ety ~atte:-s, i~~rovements'inope::-ating efficiencies, and increas~~ . 
::-equi::-eme:.ts· inhi;t~;ic~:-diti ~1i; ~i1nt~:~~nee':':<<::-::: :~.' ':.:::::: ::~; '::':';~:: e 

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

~ie 'a.gree·:ri til· sta~!' that' the' groWth-'in" the : 'wo rk .. forc'e'" - ". -", ~ . '; 
. . ....~ .... .... ,- .v ", ~ _". " u" • • _ It· .~.'- ,.. " ....... , "" - ."" t'" ""':) ".... .~, ;w.. .~. 1 ~ ~~,""""''-' , ...... -, ,-, 

needed ~o· :pe::-~ortti" Customer AecoUnt' tu:iet:tons'sl1oUld oe rela.ted to '," - ".'-' 
• ~.. -'. -, "' •• '. .. " ,- .,' ..,,, •• ., " ..... _ _ .... 1'- ,..".... .. _r, __ .11.,... __ ,.,' I .... ,...,. \""l ~\"",.", ,.... .-, _____ ,"-

c~-;~me::- groW'?h. ,iihile ~SoC8.J. has correetly.- l'oi"nted~ Qut'-tha:t. :p~6gram""':' 
- ,," ~" .,:~ ~ . .-:'" -',,'- .. '"': .... ': / .. ',.' ~:: _, ',"-:' ..... ~::,:- '~.~ .. __ :':" ',:,,\,.l.~ .... -..-:':';: .:. :-:. ... ,,:~~,--: 

wo::-k :-elated to :lew acco:un,ts must also .. :'be ,added r it. is also' . ,_ 
~' , " ".~ .... ~~.7. ~ .:" "~::'., .' - ,:. ~ .,:' ,. "--",,' .,".: ~ .. ,:: .... ,.';",~\-: .~.~~' ........ ~>'·,.":.::'~L:::.:~. ':.:,: 

:easo::.aole to expect that the com~any will adapt et~iciently to new. 
. ~" ,- '''' "'- . ~. -.. ,-. - ......... 

:?::-o~::-~s ~ ?ttrtherzo:-e ,. the sta.!~ has provided a reasonable,:":'" -. -~ .. -" 
• _, ~~ _, r" _, .'" _ _,. " ... _ "..... _. • •• ,' •• " __ "., .' (- .. -., " _) .. 

ac.d::::.onal cUshion-by "assuming' a."level of 1982- eml'ioyee- ,gro;t:;. wh.ich 
subS~a.:l:::.ai:;'· ex~~~ds ~thi; -~b.i~~"-: .~g~c.;' "oe~:?r~~~c~ed soiely ik" ~'~;in~:':; ~::: 

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

o~ 'th.e aSs"3ed ::-ate"'o!"- ~us~omer"g:..oWtb.~ ~- Accordi~gJ.i,. -~~e-w-1'l1 adop:t'" -, " 
• "". - - .,. - ._ .. ~ ." -, ~ ~-" ... r, " ... "' .. '~., - .. ~ ,', ... /..... .. • .. , "," r. ..., ,.., ""'. ..... , -- .. _ r' .. _ r' _ " ',' '. 

::::'e red \lction' proposed' by ~ s.ta.:f'~~ ~. . ..... ":.... ~. -- - ~.--~-'." ¥' V~,_. -.. "-~--

• -." "~'.- -.:,:-~.--, • :".": •• ~~~-::." _~c"'_J'" "-:-: '": ._'.~:. •• :: .. ~'_:. ': .. :.':, .:.:-.~~.: • .: ,'\:~!"\.:;'~Z: ":.:.[:c. ~.:~=::.sl"':~~:,w 
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3 ·- -... oe .. · ...... _~-··,~-'-·· .. '. -. '".'~.-._." ... , .. ,., ... _ .,,'---,--" ~' .,., .... ,," ~ .. ' .. ,~~ .;Jr~":;iI- • -- , ........ ".' .. _ '.... • 'I. ••••• ' ".' _ .' • '" _ .. __ ..... ........ • 7. '_' _' _ ~"""I ....... .:.'~ 

:.' ,: ~S()C8.l .1!l.e!1ld.'ed..:a.1J~oj ecte:d~ tnereas:e; :-of :$2 ,:4'6:r:"OOO: Ut.:.~ :~,:,::,,:: ':.:."':C":: 

~os-:age: :-ates:':i:n"::i-:s -egt1mate~:,~· ~''OO:s:'t3;ge::·:e''M'lell3'e-s.:,:''·",':b.e:-:.:s;-t~!::::: ::; ' . .:.:; ~.:.;;, ::-:~ ... .. ,..~ ~ 

es't:':nate is 'based on existing rates. . :~~":,~,:-:::,= 
SoCaJ:: ,~argued:.' tha-:: :such.:-u .a;ppro'a'Ch:.:':s' .. :.u.n:j·,U8t:i:t·1'~d ,~and 

'tln!"easonable." : SoCal.notes ~1t .10st··,near:tY.:,St,,.OOO ,.000::.1!l,;:J~98r~c"because.=. :':', ": 
i:l its last general rate case·::tJ:te,:Commlss:l:on;-:Would.·.·no,t::r.:ecognr:te~the-:;:":-

, ~ . 

~:-o'ba'b ili tj ot' a postage increase. ~~£~ .::subm·itted :.:,that ~:lueh..:"a .' 
s:!. ~ua.t:!.onsb.ould. ·:lot".be _'alJ:owed to :"o'C'cur .::a.ga:tn..-an.d ;:ectueste:d:.:-that a ' 

d.et'e,:,:-ed,~ o:-baluci:lg': accoWl.t. .. ' me e:'a.n.l S'tll. " be authorized ... tor~,,:pos:tage ':",'::;':: ~ 
:!.:.c:-eases.:. " '~" '. '.' -: ':, 

We a=e generally opposed , .. to-:a.~,ba~anclng.:.account !Ot.::pos~age :':: 
bec'ause:,i t wou1d~ :-emove an incen. t1ve :--'!or , SoCa.l~:, to .. 'eon:~o'l ~.this.= \' -: ~,:,: ~ :::-:, ':, 

.ex,endi ture:.:.~, ~ '!her..e-: is;'no.: indieatio'll.:.:ot.::a.n:r .. -:,.postal::rate:,:·ine~eaae':;in,. -: :::..: 
1983·' ,'!he:' a.ttrition.. allowance for," t.984::'sc.ould :-provlde r.elie~~:to ~,.' ::"., .': ::.;:,; 
SoCs.:. i! the:.-e is;:a.··'po~tal:: rs.te;~ 1nc=es.s~· ... Accordl::gl:r:. SoCal:s::,::...:.< ::.':.,~~'" 

req,uest:' tor".a,.-. ba.1a.ncing·~'a.ecottn.t :to ':accommodate posta.l::'r:a.te~1Ilerea.ses..:':::,~ 

is denied.~· -.:': :~ . \' ... --:: ~+.,:,,:.<:-.. ,-. :~ ;- ~ ,' ... ,:--.~ ..... ~... -. -: :.:::~.: ~; _':: -: "::. "'=,~".:; ~~.: .. :"':" ~ ':'I;~:-

E. Ad.min±st=8.~i ve and -General ~Ex'Den!es ': :~:~ ~. :-:.:,::-: ':'.:, ,: ::,::'::::- .<':< ::.~~':: c.: 

POl.::' SoCal-.w:l:tnesses:. covered,: Admi::.istratiye::.and General;·,,: ,:: .,,:,:: 
(Ad:G) Ex:penses.· .. ':J. Arthur" Jo,h.nson'~.:,. viee;presiden.t;, ~'Industr1al..::: .;;:-:: ',·2- "-;:­

~e!.atioIls:p· sponsored.. employee .. ' pens:!.ons~a.nd:: benetl ts .. ,;-Sa.muel-::J: .. ::, .. ~::.~>.,,: .. :..:., 
Cr.""!!,) :!.:.gha.:l , ma.:l.a.ge::. 0-:': Re se.a.reh.:,.~ covered: Re'searcb..: and:- DeY'el¢~ment:: . := :::-~'~. 

ex,e:lSes ...... ~ J ohn,.·?a.~rick~ Garne=:;.;~ vic.e::- pres1d"en.t.,.' Publ:i:e-: .A!!.a.1=s, 
";e3":i~!.ec'~ 0::'- SoCa1.· $:: P:u'blic~_~!a.:i::'s~ ~ct1vi ties .:: :;Rob.e.rt~L,. Ballew;,.:: :';:::::: 
:lar.age:- o:! Euc,'ge:t.5...: 3.:l.d~'F1na.nc1a1. P~a.nni:~,;.: had:.:.: :espons'ib1:'i·'t7.:: '!.o.r-.. a.:.,l :;::­
othe:r:i te:ns l:l;"thi"S':,· broact'; expe:l's~ category.:-:~: ;"r .. :':::. _ ::-:;,~. ';,':.: ~.-: ,:.'~' :",:':: ~.:. :':'.' 

~ '", ': -' ,."-,' , , .. '-. 
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~aur!.ce F. Crommie,. Researcb. Analyst,. s:ponsored·,~EmpJ:oyee: 

?e:lsio:lS a.nd Ei:ietl~s :!or:·the-;·a-ta..~ a.nd~~R .. " cDonald.-:McC:ua.,. ..:.A:s.s.o:c:.ate 

utili ties Eri:giIle-e~,."::·~as ::the" s:t.a.!'! :,~e:p1:e:sentat:tv:e :-!o·r ~::al;l::other~:·A&G~.,,:.: ':0~ 

·The ·sta!t' :a.nd~.:.SoCaJ; =are' ~"$S, .. O:,:mtll'1:on' .:s."Ps.r:'t;:.:1n..':tlle:t'r2 
respective :':est1:na.tes =6:!. total '"A&G-: expenses,. ~. $5;; 1.: m1111011:::0! . whl.cb.::-1s- ":.::.:': 
att:-icutacle' to.' Emp:t:oyee .. Pens1:ons. :a.nd '.::Benef1,ts;; .:-' '. -::. ": 'H~; " ... , .,:;:-;. .::' 

1.. -Accoun t . 920'- ··A&G:Sa.!arfe-s" -" -, - ~ ,,::' -~:::" , ' ........ , .... M 

J'" ... - ... ,...- ............ 

'St~!' n--oted that ·SoC-al ~:s :est:t:nate'.'o,~ "::tot&l::-A&G~ expenses_ 7' .~.:. :: _~. 

c.o'C.oled bet"oIl'ee:l': l' 979' and: t98; wi tb. individual:' accowtts: :.i.nc.res.s.1ng::~,1n::.::·: .:: 
some C3.3es as ::c.uch. as tour times their 1979 level. Sta!! 9.rgued~:,tb.a.t,:;,,,:., 

SoCal provided: -:tns~t1eten t..., j ust,1tica tion:-: to ad:o.pt (,tb.e SoCa.l\,' 

esti::c.ate tor'certain :ea.tegories .. ": :Sta.!f': found an un:"ea:!ona..ble rate:;.o.!':;::·:' 

inc::-ease in Acco'lmt: 920.; :"Sta:Ct'-~ arg.ued.: that.: tb.1s~account~f'ormerly.:: ~;~ '.<-;-:: .:' , 

i'!lcl 'Cod.ed. ~ expenses assoc1a ted:wlth:,SoCal:! s in::e-rnal~ audit.:: functions;. ::.~ , 

that ~t:ncti6n--1s now' per~or:ned by.:.PLC:witb.:tb.ose::-expenses now: ... ~ -::'. ::.~J.:~: 

i::.cl'Coded·· 1n~.Aceount~92~;. -:: St~f'.=w1tness~'McCrea:,.te:st1f'1ed:~ that,,: wi th-.:c.·.:.::- .:.-;­

'the t:-ans~er of' this maj or expe:lse item he would have eXllected. 9.".::"., ~\ .. 
sizable decli::.e in Account 920 or 'at~lea.st.~esca1a.t:1:on 1n~ th±s;':aeeoant . :.~ 

,-..... - . ~ .. - .......... -_ .... - '- ... ,.--.. -,-~-.-------... , 

a.t a. :"ate-:less thaninnation~ =- S1nce':no:: sucb.::~decl"ine.::'wa.s -::;:cr
:: 

perceptible,. McC:-eaconcluded -::tha.t~ th.e". SoCal :.e-s.tim·a..te. was.: ... :.:::,. ::::::::' ,>~,J ' 
unreasonablY" in..~ated;;.·· . Accordingly',:: he:- r~d ueed.: SoC9.l!~ s': e.st,ima.:te:: bY'~ .~ '::<~ 

S~OO ,OCC~ to- :-et!.ect~ tb.is~ sb.i!t.::of. inte:-na.l-: '3.udit~ t.unC't·i'o!tl;S.;:..:: . =-,.:,.~.' .. ': ,:~ ;.:~ : 
, ,~ 

, SoC-al.- a:-g .... ed: -:ha.t.~ McCrea.~ :na.de"" :10-: speC'1!1c: i::.q:1lirY': '1::. to' the'·:,-::·' 

compone::. ts· ot Acco1:n t: 920.: SoCa.::.7""d tness',:- ~a.:.lew::-; .t'es.ti':'i:ed: th.a. t: ,d..ue~ ::' . .. -:-­

-:0 a.-t:,a.nst"e:-" at-:- functions.,. expenses,;: a.ssociat.ed:vi:th:: 1n.te:rnal. ':: -: '.'''.::' :"~.::: 

a1.:c.i ti::.g 'oIl'e:'e no "oil' estima.ed in· Aeeottn.t..--:- 923:. (Out-si.d,e": SeTY'ic&.$j :an-d," .no-t-: ..... :::-: 

incl~ded in ACCOt:l'J.t 920 a.s was the ca.se in p::-ior yea:-s .. 

85':":" -



." ~ •.• _ .' __ .~ " ;-.. • _ ~~ l' ... .:,-, ... ":: _ ~ .... ,...,....,,..., " 

SoCal argued that AccO'Ul'lt' 920- conta.inea: .... ~hese: au'di:t.ing . '. 

ex~e:l3eS:- 0~Y':. :~h;.ougb..,> j 9.80.~ . S~Cal. s,ubm"ftsu.,:t"liit'. ~:~~~;~t-~-{': f;Cthe 
- , , ... \. . .• .-. ........ -~ -. .. _ ... ~ _ ... , ~. _ _ J.. \..-' .............. ,..' :J r. 

1980 and 198"r. n:umbe:s.... SUllPort.s. i t.3: posi t,i,o;n •. _ Re,c,o,rde.d, n:wnb.er .. s;., in.". _. ",., ~v. 
• -. ~, '. .. ... " -' " ...... ~-.,. '\.. -... .... .... --- ....... ~ '-'. ... ,- .. ...: .:.. •. _,~, ........... _ ,-" oni •• • .:..." ...... ' •• 'o.' 

Account .920. ~e: S§:~129,~0.09 1;t-. _1~J~:~d..-~S~.!~?J~~?pOo:in,: ~9~?:~:;:.'E~:~~:.e~~.:;;~:.~, 
esti:ated to.t': :retSS: :1:9?1_,~ ,1,982.:,,: and. r1,98j .a.re; .. $6./7.~ 1..,.00.9-,,~ $J~,_65-7.,.9.99.", _ ~,. 

• - '.~ •• -- - - .... > • , - ... ... ..... '::. -.... '"' _ ~ .... -' ~ ~.,.... f ... ~ ~ ..... _ ... - - .... -.. ) -

and $9~y.67:1, ",COO.~ r~e!S p.ec:-~ y.~~.:.. -::. • ., :.::' ::. -: :::: ~. : :" :-: ~ .: -: .. c.: .~. ': -::: '::.' -: .:;: :::.: :::':..:::: ,~, ": ':: '~, ~' 
In. 1 ts comments-, SoCa.l fa.iled to address· ades;~:t~,ly~ .:t.:he~ _ ~ .. ~, .. , ' 

.. ...... - ........ ' .... _ -,... ..,.., ... ",J..,. ........... ~.', 

po1:o.t-rai:se.d. :-"0:1.- .t.h~: ,S:tS:!.~!" :n.a.mely:,.. ~tha;t.. ,1;.h.e .company:).,s_ ,r.eq1l~,s.t1ng So 
'. ........ -.. __ " • v _ .. " ' ...... __ .. ...-.. _...... "" ...... ~~ ....... 

bu.dget lev.el::..rb.i-ch. ~o"llld.. .re.!1.ect.. a 'b-ett·er .. _than. ,.45%. ,inc.r,ease :r.om..~ 1.9$0. . . 
~ ¥ •• , .. -.. .... • ...,. '~ - • "-- .... , _ ... - ..... .,... I.. _ ....... ' .. '"', ... ~, l' .-.:.., .... _..... '... _ (~, ,~~"", 

-:0 198) in an account wl:lich :lOV .. s.u:p:por~ts _!ew:er.·.act.i V:i:t:ies.,tha.:t: 1 t ,did 
.- ~ •• -.- ..... -...... L .- .-.... .... .. ..JO .. -' ........ I. .. -

i:o. 1980. :~nc.e.:-~ the: ~cJrc1Jl1lSta.nces-;~-st~i~!ound~this. ,ieV:eLo~~K~dget 
.,. -... ... ,- I" _____ .., __ ~" _ .. ~ ...... _... .. .. ' ...... _........ '.... ... ...... 

gro-.r;h..~eul.iar .. : _SQc8.l t s,:,onlYJ,expl.ana.t-ion. for .,.the. ,sur-pr~s.in.g1y ... l.3.::ge, ... " 
!.:l.cre~.!s: tha.t..tb.e .. gr-owth. -l.evel .;~;; ~~o;li~ t-;;iY. io;;~ .i~ ~j 98~j -,~(th~:' -. = ~,= 

~ '" ._' .... , ..... _+ ...... _ . >I .' •• '""<, ....... ,~._." _ ..... ' ...... "_,, ......... .- _~: ....... _.J ....... ·.t'- .... 

:!i:"s-: yea.:: ~in, wh.ich in.t.ernal audi ti:lg _expense.s, w~,re ~no. l,o.nge.r ~ __ .'. _. 
rene.cted. ,in..th.1s.-ac~o~tJ~~ .. ' It, .d~es~a:ipe·a:r~ 'tha.i).he:smai.i,f~,~f .~: _ ", ,_ , 

• .. .. ... _. _ .... ..Jo;~. .., c ... _ ' ........... ~::. ., • ... \~ ..... ;. .:. '" .... ' ... I. ..... k ...... __ ', •• _ • _'. • • .... "I., ~ 

ex~ense increase- ·.is.,a, . product of the~a.cco'1lnting ,sh~t. ... Howev:er" such ._ 
.. ,. " • -,'" .... _. .'.J '-,_.' .• __ ...... c_' .... · ••. ~ .... "!.~ .. ~.:::::.<: ,,, ... :':0:':·:':::.J..~ _-".:"',O~::::~:''' .. 

a. shi!t would :lot ,a.ppear ~to . .::eq,uir_e., an, _ltov.e.rco~re.ct.10,n;r ;by_ .ass)lm,ing, ~a.. _ ,_ . 
:nuch la.rger expense in~r~~~e .~ 1S82 .. ·.~d ,,1983,; ~~£~ ~~t,:·~ii:~.b.-;·~-'''~· ~'~ 

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

tra..:lS it:1o-nal yea~. ~ot., 1-98.1- was~~impUt~d~~~t~nbea::-:Y.e.a.:'" . of'-:expens_e:::gro~h 
.. - . "- -, ,-.- .... - ..... I • • .- ... ." ........ _" ... ' _ ... _ ... , '" '"" -' ..... _ 

si:ilartc:1 980 r .-the ,:staf~ ~~S~~?!~ce_~ould st1ll.J)rov:1.d.e .. ;,~0~ ,,0v..~r ,'. ", _ 
9% annual ex?e:o.seg;owt.b..~om ~·980· to .:' 983~ ~~'Th;;;!.~·;e.:.:~w.;· iinci-~the~. '~.~ .... :. 

.... ,. .-" ..... ~, - -, '~. _n ~ ,,*,'" ',' <H '0" .",...,' _ .. ' I,. . ...;', .. ' ........ ....- • ,.. .... • __ ~~ -: ,,~_,.,."~,.' ,-, 

sta.!'!:diss.llowa.:lce·tobe rea.sonable ... 
," --> , . ..' .,," ... ' ' .. , .:- ;'.,~' .~. :: :~ ." ::: .... ~:: ~"'::.- _ ";r· ..... _ :: .:.: ::..: -: :-", ,", :-.~ '~ .. ',~' _.~ ... 

,2 .. Acco-un-: 92':' -·O·f'~ice SU":I'O!.ies a.!'ld Ex"Oenses.~:~ .: .. :" p~~' 
'!:'e sta.~!, eli:nina-:ed S'3, 100 !or eona::io:l.s 'Orovidee to !oW'n 

:=:a.:.:. and tb.e A!ner:'ca.:l Association ot :Sla.cks in Ener~. o';;"~~~~t~e~:(:-' 
o"! c.ues p c.onations,. a.::.d contributions :'s discussed under the Acce'Ont 
930 arg3en.ts. We will delete this· amount trom Accotm.t 921 .. 
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'. Accotlnt- 922:: is': a~'cr:ed;1 t": a:e:c-'ot:lrt:' where: ~~' Pe·::eenta:ge-;:.o:t:' -:h'~-~:-: ':.'~ ~:'-' 
expenses:' "i:lcluiei: 1i-l: Ac~:O"'mts'926:- and'::' 921 ~ are': transt'er'red:: :to ~ :,-:' ':'-:-'~ ::22' 

'" ~, •. ~ ,,- .... ::. ... .... ." ..... r ..... :: : r, ' .. '..... • .-... ~ 0\-. ...' - ,PO, -. --.. r" II. .~,.., ......... ,.. • 

construction- costs' or' to' llonutllity' 'a.ccounts ~-~hlls~,-' un-d'er-J -n-ormaJ.:",:-"':"2:': :.-, 
. ~.~ \ -.::. ... ~. -- .... ,. ..... - '-.': ,', ..... ~~-::: .. ;..,',. '-:',-." "':-;, .. '--r'~""" _~r ..... , ~.,,, __ .',' 

eonditions,' the- credIt :e'igure in A'ccount'· 922-v111increa;se'wol'"'-'~ _ ..... ,,--- ".' 
........ II'" " ..... '. _ ..... ~ _ "" • _ "'" ... ,..... .. ..... ::. ~". '_ ..... 

decrease i:J. direct !"elatioll to increases ord'e'cr'ea'S'e-s-~·t·o· t'l:te-'''S'Um' -oof:.' - .. J,' 

" .. : ........ '. - . '." '" .... " .. ~':." ~~ >.->.-=~~: . ..-: ":_~:':,2 1 ;~:-:-:~:~.::~.:,-:: .~:~:.. .::: 

Accou:::~s' '920"'~~ -921-'-
-- . -: ,: :T1lia£o:pt-ed'~:resUl~s- ·t'or--).:ceo~:9:2:2 ~'::i~J::~~re:nect-:::t~<~a:t1o-· :;~:;:: 

use~: ~y' So"C-~, 'a cied:i~ eq,,;al:~o':f .. ~)~:ot~:-A:cc.o~\int-s:':92-o :a:o.a:-:''92:r:~·:'':< :--."~ ::;,::' 
'4.'" A'cc"o"1.m": <lz.f''--:ho--6e'rt;. :'I~s;n;a-ri"'e'::-: :::,;.~.", :-::::-:.:" ::~~ ;:~ ''C::' :~ 

., H .... '" 

~he·st'a.!'t"es"t'1~ate·,i.s,: si~~:800' lower 'thaif 'SoC31~1 s:';:<:':'!:he . :,:::' ~: 

di!!"e~en'ce is" "dUe'to' 'stat! -USing ':soca:i';s:'gene:rai 'iu-:fd.:e;line:':i:nfiat:ion*·"·:--;-: 
rate in;' 'SoC~t sFun:ction~:-"Aeco\mt; 993'4 ,,·4.~·· ·S·o'Ca1P "fntro:'d ue~-d~ Exhib=ft:>":~: ,~.: 
71 to !urthe:r ';exl'la:1nthe meth'o&61o€;i -used. ~Ro-wever-, ;~the'·;.exh1~rt:'·: ::::-: --: 

.-" • .,"' ........"..... "" .... '- _. ," ... ',,- - - , .... tw '," .. "'11' 

does not de:nonst':'a;t'e why the guld'e11ne' ":i:nfiati'on 'ra.:,;tf;:w.i~ 'Iiot~ -iJs~~ ::fn- .::C'-: 

?unc:t10"n~A.e,~~~~ ~9·9~~~~.:. '. :~eC~i~,6:1,n~~,.·:.w.~ ~w~,i::~ad~~t",~~~~·~~~t~a:! c_:".':'~~ ::':. e 
est:::nate"a~-juste'd to" reflect- the' plant-"!.n-servtce".:: "'c' '"'' ... ,A .. ". - - ., .• ' •. ' 

5. Ac~~·u.~t·:92i "';'<Inj'~'i~e's "and :Dekage:s C ~-' •• -"'- ",~:,:,::::,:",::~:~, •• ,,~,- • 

. .. . ~!le :ste.!!e'st-:tmate' i:a $~~Q1-~:OOO::J;'owe-r' tlia:n S:O:Ca.1;~r:s:. ':::s:t'af'f: ':.~;:-:.~ 

:nac.e ':a:l : a~j~-::nent ':iu ~th.is accoUnt :sl~iiar ::to the:;~a;dj·U!!'t:nerit 'made ':fn·: ::_" 

Account: 92"4':.- '- Accora:in:g, -to-';'sta:ii~: So'c-ai :ua·ecf·;meX:PXarried<e:s~C3.la:t-fo'n:,::: >:: 

:-a::es i:J. esti:nating its subaccoWlt, SO'cai: ''':Fiiri6tio'nal: Aceo,,mt-=9934 ~4 :;';::.:':-~, 
... . , ..... , ........ ---- -, ~ ... - 't'· __ >.... ,'. __ --.. ~.. ..... .. (:-' - _ ,..... .....' r--. 

Por the :-easo'ns-:-d:i;seus,se:d:':':'1-n"';'Ac·c~'I.m::'--92..t.,.-..:.w.e_w:il:l: :ad:opt ':the 

-. ' ....... .- ,rl,.- • 

'" .'1""", ..... I,-'-'! 

:~ ..... ....... ".~. 0'"\ ::: 

' ............ _ ...... , ... .. 

.., C,r' /-:.. 11' __ 

.. I.J ...... - ...... 



A.61081 ALJ/~· 
,'.:',.... ,..:. ;. 

......... ' -. ~ .r'~ 

6. -":Aeeotm.ot-· 926 ~~ Penstons -and. :Be~n~et'{tS:· '";,: .:/::. S .. ,::':~'.::..: ':: 

':b.e :'sta.f!,· est~ima~'e :£s ·$5';:07; ,.'OOO'·'lowe-r=:than 'SoCu';i ':d~e"':~o.' - .. , ... , . '., ..... 

~b.e !ollowlng:::-ad·j:us'tmente~.; ~~ . ..:.- :: .... ~ :--:,~ , ":~:- "':"~": ::-::~~;.::<.::' :-::·-,.z . :;';·c·-,::_:;,:=-;· 

-. :. :5'~ Wage ':Limi titian .' -: :: :: ~.:. ,::- :" ~ '':: :: .. :' $: ~ '::~~6- ~'(iOo;::" ,:: -:~ .. :~ ::.:: ~.,,:'::.: C -: ~:' ~ 
-< -... .. ,.... .-' _ - ~ ~.;.,... ',~ ........ , ... - '..... ... .. ", .,,~ --.......... ', ,. r' r ;- ':' - .... ,. '. f"'i ..... ,.,,.. - .... ~ r. ......... Y" ... ,","-.\ -:: ,. ':Sene~its El1m.1-natfon- .......... - "":'''''1·;268:;:000'' - .. ".I;: ...... ~, •. --,. 

:: :. .. 5%:~FewerEmp.ioy&es:i: ':':" . :<: .::. ::l~".52 t8G9~;OOO·~~-":.L::= ',:::';;'''':::-:;;.-::- :: .... 

$5,07; ,000 . -~.:.. :-p, 

.... AS ~d.iscuseed a:6'ove; ~'W'e witl-:~not' adolJt ::'rta.!i''"s ·:propo·sSJ. fo:' 
a 5% Wage limitatio-C::6n ::·!lon-a...--iion" employee'~'{:iges.: ::':~Aec'o'rd.'f:lgli;:~;we:·::; .: 
vi11. !l0~ "ad~~-: 'the:'$'9;:o' ~OOOa.djuStment ~ re~'a:ted '::t'o ::-th::Li'item:::::- >"::' -:.=:-: 

T-r1l1:lg ":'to ":the :-:seco'nc" item, ·gta~·::propo~~d ~t; reduce ~.:.' '" . ~ 
'. • "'" +- '.. ....... '.... " .. ,' "'., ~. • ~ ., ...... , ... ,", ...... ,_, _., _, ~_ ... ' •• , '" ,. ""'" "\........ ~ .... #0 ,., ..... , ... '. Nf#.~"" ~\ 

employee' !leW'Sletter-~ expense 'by' over-:olie-haJ:!"and' welimina;te' -a.!·J:ovanees-- . , 
~.'" '\ ., .. --,.., ......... _ .. , ..... ,,",., ... "_ ... : .. ,, ...... "- ...... ~- -+ .... ~.' .... -'#o".- ~.,-, ............. _' ... ,.»,~ __ ~ .. 

'tor canteen "operat:l:ons ~ Dlsneyl:a.nd and ·~d1'Vislon<1'!cntcs~·-'Chr:tstm·a.s~ ~. ---- " 
,..... '" - :.... ... '". .. ...... ". -" ". -- .' .• ~,..... " +,. "'" .,.". '-, ... - -- ", ,. - .. ' .... ",..., '. .... - '....... .....,...:< ". ~. ~,~ '-, .... ' .. 

tll:'key ehecks, management- medica.! e-xa.m1nat'ions; 'and · empl:oye-e ··cl'u.bs - - -",­
and aeti vit:tes > ,- ~, <. ' .. ' ~ ,;,,; '':: ::';:..: ,:,. ," ':--: - :,'::'.' .;:;:' ,:~,,":::'::;" .:.. ..... -: ::. ... ~::;: 

.: :- 'Socai -argue'd"that st8;if'~s r'itienai; -ior'~d£saiJ?6'Wing:sucll:~;'-': :-:::., 

bene!'i ts· is inad~~Ua.te;~· SoCa.l·~wi iness':J6bllson :'1ndicated:":t1la.t>"a 
$"O:!.'vey of' ~bene't!;ts shows -·s6cSJ. "sempJ:6iee. ':binet'1 i's:-com:pa.T~ ·:-"to~thos'e; :: ';:: 

" ~~ " ' .,: .. ~. ~ ,',... '" • ~.. - ...... • ..... .... ,-.... • Il00,'· -. .... • ","'>-' ~ -.. ',.. ... •• .... 

o!!e:-ec. by' compa:-able compan:es '. ·~Whl1e--th.e . type:of·bene·:t:!:ts o!tered - ... -
u' ~ ,- ,-.....~".,. .• .... ~, - '1' ... ':'0, ~ • _ . >. • 'I _ ",..... '..... - .-., ..... "l........ -..........',~.,.,." ~. ~' 

vries sOlllewha:: a:a.ong companies i'-SOCal asse:-ted- '-j;ts -bene-t'1-ts "a.re"'not· ~- .. 
.... . ". '" excessive; '. -- "..... , 

SoCal em:ph.a.sized tha.t it does r.ot h.ave an emlJloyee c.1sco1mf':: -: .... 
!o,:, gas service ·s~es.-:a.s ":o!!ered by ~6ther'; c·il:frO'rn£i ':util,ftfe's~ SoCal 
eS-:i:a-:ed.·: s-c.cb. : 3. benet:!. t· woUld : CO 5-0: approx:::na.":eIy::'S't' :n:!::!!ion·-: :i:!': SoCa! ~ "'''; 
c~~-e:"ed ;::5 e~~lo:rees ~ a 25~-: disco~t on C"tl.rreri.t::gas': ::"a:tes~ :: ~~llisr'C.~:, .:~= : 
amot:.n:: a.PlJroxi:lates t~e costs ot the bene!fts~~ell:ni;nated\'·'Oy::'sta:!f'::: ::::,::'. -

, . " - ... ~ - ., . ... -" ..... - -- , . ,.' .'- ., .,... .. -. . .. ,.,.. 
G:!..·ren tb.at',a.nd i!l consiaeo:'a-tion o!-sta.!!' s.-ag:'eement.-'tb.a.t :tt- is 

:.+ . .... " .... - ... .. _ ",... ~ ,.-- '..".. _ ... I... .......... 1-- ... - ,-.~.'.- ... 
a.~:?::"o:?r::.a.te !o::'" e:l.ployees ~ 0"£ th.eo~var:Lous· u.t±!:!:tl:es ','to .. ·reeei ve~':"::·- '::'~~"-'~.;, 

- '.- - ,j, •• 

sO::le"..,.ha-:- ec:.ia.:!. eiplo1ee::oene!::ts~;=SoCe.l a.rgued':i ts:'bene!~ts . pa.c-kage:~ -"': 
~s :-easo:l3.ble. 



A.o1081 ALJ/~· .... -...:\'" -; "':'" "'::,. , _ .... , " ......... ~-. _...... '~.' .. 

Finally ~ SoCal ar~~e_d: ,~_t ~~~st. :o~~ ~~e: p.r~:gr.~~~:;~~o~~t;ded 
-.,. ....~-.- -

!or e~~:n':'na:~,!.on. ~a..-e ,belle~1t,a ·which. "accr.:ue . to !,un.1.on-r.epr.es.ent~.d. - "'''-~ ~ ....... ", ~ . -"'~, -"' '"' .. , ,-, ........ - ................. ~ ..... ~ ....... ' ....... ,- .. ,,-

employees. Even though they a.re not included in._the'Mco~le.ctive.~. '",'~ "~~ 
• '.'" .,'.~ ,.... \ ...... ". _.' .. r:" . ,. _ 'f'II ..... ___ .. _ 'u ~ • ~ 

bargaining agree:nents,.. 'such beneti ts,. according_.to cN.a.t-iona.l~ Labor 
'" ./ ~. ~ , ..... • ...... _ ........... 1.... ','"''-v" ", 

Relations 30a.rd (NLRE)~ -:.ru!ings,. may not, once ~gr.a..n.te.d., be :un.Uatera.1ly 
~. .. ." • - -,_. • ."' ...... " __ ..... _. __ •• _. '_.... _ -.. .: ," i , .. ' __ 

withdrawn by :nanagement..: -Ford Motor Co. v NLRE..·.C1·9.7~9) -44.1.,.-;.US,::448 
__ ,_'.~ _: ......... ~_ '., ... ~ .,,_~.... .. _ • w _ ...... 

at 497- .,' 

·i:-~.:!lote th~ .~3sue. :~~ e:n~l~y~e diS~~.~~~ ~~. :;'b.~;~g ~c~~sidered 
in 3. 3el=la:a~e.'Q.roceeding. Ho.w.ever,.. ·~t. is .no-:.,ap'Ox:o'Ox:iate._!o::: -So.Ca.l. ... ... _ ' ...... )..... -~" T.· .. '1' ~,~ ~.~ .... ,~<_" ... '._ ....... ~:tI!t ....... :_ .. .r. .... _ ....... __ ,.~~~.\ 

":0 compa.:,e ":ha.t ,"oeneti t .wi th -the _ones ~.quest~oned by·;::sta!-!. __ In "view 
••• _ "" .... _. _ • + L C _.,. , .> ... • '_ -'"... • • -.., .... ' ~ •• " • ' ... '- ..... ~. '- ,.,'.. __ ... ... 

ot the hardships SoC'a.l ~ s .. ratepa;r..e.:::s a:::e eXl=Ieriencing,,!rom .. t.he~ 
• -, .. .""'" .... ,_ , .... _' .~. - ~_ Os·.... -" ,........ _''''' ,.>; ... _., ... _.~ 

drs.:natically ~ne!"eased. costs'.·.o! "e,nergy , it _ .·'(ould .,be. Wlfa.i r. .for .. this. -_ ''', 
CO~iSS10~- t~ ~pa~~-,tb,;o~-c" t~-:them 'the ~os.tS _o~·, .. ~~pioY~~~ ~,))i~neila.ncC:< 

,'~ -''''., .. . •• ~. ..,.... ... I _ •• ... . • .... "c •• " ... ',.' "' ~ ....... _ f,.,.I, "" _ ", .• , • _ ~ .. v . ~ . v .. ~......... .. .... ~. 

and division pi.c:l.1cs, Christmastur.,key checks" managemen~ medical, .. '.' ~,,"' 
exa:ninati~ns, and' e:npioye~ .' ci;'b~··a.nd"a.cti~i ties:' . AcCordingi.r ~"~',-. _ >,;' ',:', 

........ ft.', '" "._" ..... ',. ,'+ .-" 

expenses !or .,these· .. i tems .will.not, 'b.e allowe.d !o~ .. rat.emaking ... purposes. 
'- '"_. • ~ ~ __ ~ _ _ • ••• __ .' _, _ ~ _ A ........ _, .,.... ~. " ' .. " ~'v p.' '.,'... _ ........ ~J '"," 

With: .. rega.rd to c8Jlteen",ope~ations~~we will ... a.llov_ the .amoun~.~, .. , 
- '. ,. _"., ',. ~ ....... 0 _ .... ,~.' "" ... , .... ~ ... '""" .. "\._.,' ......... _ ..... _ ....... ' .. _ '_ .... ' ....... __ .. , ..... 

ot $121 ,.ltS .·"'hich.,.is ~theeost ~ot:, p.rov:id,ing -!aci,lities ~o=.:.empl.oy.ee '_."_ . '.' 
_ '"' '., ___ ' ... _,.. .... '" ........ __ .. ~._.. _ ............... "" ......... _ ........ "' .... _" ••• ___ ' .... ,.,)0. .. . 

:. unC!l rooms and " eating. a~eas •. _ The· ra tepayer_ sho uld,. not _ have" to~· _,', _ ... , '. _ , ~ ,...... . ~ ,. " .. " _" _. ~_.' ......... T.~ _."''''''' _+' ... _ ...... " .......... __ ......... __ • u .... _ .. 

subsid.ize -the.cost o·!~ood. se.rve,c" i·n.-eml'loyee, .,11.mch.~~o.0.ms _.~~, _, __ .". '.,' _.' ,-
~ _ "" _ _ .. .. _.. _.. -'. __ .. ' .... _ _ '. _ .-._ _ __ ... _...... ," , .... _, ....... , '"''''''' ~ 1" _ I....... .... ...... ""... ... , 

~!.ere'!ore~ the a.:nount of $104,260 for food subsidies will not 'be._ -- :"'~V'" 
to _ .. _ h' ........ ''0- _ <* .... 

allow.ed .. 
Pi:.a.!ly ,. -with .regard -t-o .. ,e:nployee, communi<:ations.~~ we _ ~ _ ." .~~ __ :_ 

•. +'..." ,. • ~ "'- _.... ., ~ ..... .... -. ,", oJ _ _ • ,. 'oJ' -"-r' .. , _ - .... _ _ .~.. " • ...,. N ',. ... ... " ... '... ,......... • .... _ 

:'eccg:lize' that some ex-:enditures-are necessarY,i!l,order-to..:l=Il:omote,. - , •. ". 
" - ' ... __ - .. _ ........ - ",,'," • ~~ '..... - _...... •• '/It ..... _ .. " ..... ...~. .. ........ _ _ ~ , _, ..... _ .... ,.. .• 

e:.:;loyee et!ic!.encY .. ;s.:ld :norale .. ~ ~!le ·-amount -:''!q,uested,.,by ·SoCal- is·,. _', '_''- ,-
.... - ..... ~- .... • ~,- 'j~. ' ...... -~ .. -.. -- ...... , ..... '" " • _ ....... 

:,e.a.sonable:-a.!l.d:~,(ill;be.::a.dopted~.,:,.,,:.::· :-:: '::: -::",::':- .,:-.~ :;~<··.;:.:=.:x:-;~:,.: ~:-~<::.: 

.;. The policy~coveri:lg.the ".above adj ustment~ is discussed." in _.:"""~ 
•• - c .......... , -.. • ._ ............ __ ., ... __ .. ~ .. _ 'fe-................. _ ... 

SDGd:3 D.93892 dated_Dece!l1be~ ;O,·1.98tr:page 1.24- .... ·.!'!l.·sum,. .. ·,{e will--~.---.-. ... - ~ _. .... '-" .. - ...., "~ -. .. . - - -....... - .. - " _.. - ........... ... ~ .... _. 
re-! uce·· SoCal t s : requested .. :"mld·ing :".0 r;. em:ployee:: "oenet~ ~~::::Or ~.5 c~,~ 2?9.~,,·:. ~:): 
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.=.\ ..... ,~~ ~ _ ............. , ..... 

T!1e-:h1.::d: :it:e.r:1",i!l :d:is,pu.te ~r"el;~a:te:e;::C·o ;pe.~·.1:ons::,:a;n:~ 'bene!1 ts 
for the 502 ~employee,s,stat!: .,d~lete:d :t:rom::~C.~l}~:e:s't::i,:na.t&s:. ~:T~he~::::.~::..: :':~::: 
a.do"Oted, dolla.r, ·amount :or· this., ·1·tem"retl..ect,sw.the-- tinal .results an-d.- '-:.:. ::..:~ 

.. "'~ ". ,0 __ ..••• "'._' .. ,., ......... ~ ... _ .... ___ '-" • 

related:~8:%lpower : levels. .:.adopted ~in .. the: v:a.r'i~,us .e,s:t,im~t:e.s :~~~i~~h::a~~~e.:t,,::~:.: 
this accoUll.~ •. _~,~ .. :':: - I,'" •. ,". r ,,"~~._ ~.: o".~ :.::' " ~', "' ,,'- .. ~'-8-:, -: ',,"'::''::.:: ..:~.~~. - ,..'+ .: ~.': .r:= ~ ':::.:..' ~ 

7. 

!'olloYi.:lg ~'di!'!e:I"enee3 :.,_ 
' .. ,: - :- - -. : :AGA )~ue.s. ~ -(". "~-': .. ,-,-" '. -;. ·~..$':,·~26o.. ·OOO~ " ,- C'~'" .... -~,.,.',~, " ~ _ . __ .... . ..... ~ ....... \, ~ .".... __ ... .... ",........,..'r: ,,. '" ..... ~ _c .. 1, ... :.. '........ ..~,... _ .... _ 

... , ...... ~qther ..:D:ues " . ..:~;:-: ~ ;:.-; :::,:, 
RD&D 

Miscellaneous 
~" ,". ~ "" I.' ......... 
• ~. ... -' .. " _. ,~l, 

1 ,.2'43',..000 . '::0": ~ ,.:,::.",:,:=.:::.~(:,-: 

~ ~~ ~~,~( 4O~j)~: :; .. : 

,', - ,", - $;t·"l:'t6· ',960 ~. "i'"' 
.' ............. ..w .. ....,.-.:C" .. -:fL' , "" .. A ... 

c •• , & .. ·.1 -.AGA ·D'ues, . .:.. .:,." ":";"' .. -::::" :.:-:::'~:,""::':=' ::.~.:.~: ;:.~,i':""~ 0:7 ;Zt;: ..:-.:,.;:~::: ':'::';~'.~::;: 

, '.:':..Staft propose:d;'a diS'a'l:-lovanee- '.ot' -:kGk dues- amoun:"t:ing>:t:o· .-,,,,: ~~~' 

$260,000.. . Th.e: "oasis _ tot· ~ the :excJ;ustoIl.:i:s-:sta ted -.in·.:D'.~93887 ~)<:w~::e:,,::.,;· ~::":'~.:-: 

the C.ommiss'i on :d: l:sa:J:l.owe:d:' .AGA '.dues ':-,t':!l-. ::-P.G&E· tws' ,'las-t,. :ge:ne:r.a:J::. ra..te': case .. ~ -: .;- ::. ", 

·"e note:the"'Comm:i;ssion i:!sued::a.,subsequent.'or.der. on:Hareh.:2:,~:1:982,,.:~in' ':: 
· .... hieh i t add~d'~ ;-f:!;ndwing::-of: :-f'ae:t· .:to~ S'llppo:r:t ~·1."ts:.:d~isa-l-l:o:w:an-e:e:.:c:'::AGk ,-.:: :,'::' 
d ~es. ~his. find'ing :~o! fact -provided.tb.a't :I~[ tJhe: ,:~c:o::d:,~'O;es not 

.''' .. ---..... -- .... ..- .... -,,~- -----.-... --~..- --,-.. -.-~.---~- .. --
support ~a-:eoncl1lSion· tllat. .. th~, dues:· PGandE' pays :t<l. :;AG-.A' ••. ~:~::.:e; e:!: :'(:;. ~ -,' . :-::-. 
'be:le~i t : to· its. :ate:payers': CD. 82:-0,,,:,,047,. :::.:ni.:neo ,::p ",:.:.1, .:;~ind:111g,:o:e-:::Fac;t.~, -:~'::: 
~ 07). 'Ther~!ore,. the :issue :'in ,t-h-is .-pro-e:ee:d.i·ng ,:i~s ~:wh.-e:th.-e:r th~ ::d"ues: .: .~.:: c. -: : 

SoCa: !,aj's to-AGA'.p=oYide-:a.,,:."oene~i::·~to tb.e-~·ra.te?a.y:e:r •. ,::;:_c,,;.:":~:,,,,::':, ',::,,":: ':-:-: 

Accord ing. ,to ~S:o.C:a!.,' ~..,.::~t,ne;ss; .G-ar;:l:e.r,; .:.:~h~ .}.GA .~r,_O:.v:'id:e:s ::a. : ':: :: :~,;' 

!or"J:n for SoCa.::. and its employees to kee:?::a.b·~eas.t ot.:the::la~e:s~.::; . .:".c::::-::-:'7:~ 
thinking 'by the foremost industria!, pro!es310na.l~ and technical 

experts ~~volved in the na.tural gas industry. ~b.is relationsh.ip, 
::;'a!'~e!' ~otes, !oed to an u.."l.to:'d r.u:'ber c~ econom~es.. Appe::c.ix 1 to 
3xll::oi t 14.0 lists some of the 'benefits SoCs.:. bel:'eves h.ave- acc:,,'\!ec. to 
i~s ratepayers throu~~ AGA ~e~'bershi:? 
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'-,', ,"':' ,SoCal~ 's,rgue'd :that: :If'~'-i:t w&r'e:-t~ ~d:iseo~nti:n~ue~::;it:s~:' 

par~icipao:'i~u -in, :-tb:f~; -assoeiat:fon:; -:tb.ere- 'yould:=Oe" ~subst:a:ntl':'al S~,: ':'::; ~ ~-,. 

a.dd i O:ion'alexPeus'e -re"qui remen t's~' to::f'i1'1:' :the', '~iiiicr;.;:: The;: =~ferv:r.ees) :a.rid: ~::: :,:,~, 
be:o.e~1 t:S:, -~oW'!:Ig ,'!,:-'om: -AGA't" Garner' sub'mrtted; ::::could- ·=n:ot'::pOS~i:tbIY' =be- ',' ~;~ :."-: 

duplicated tor the same cost ... These benefits,. Garner conelud"e'd:;~-:::',:" 

ultimao:ely noW' through to the ra.tepa:r:er~.:~:;::)~~~.:'·~ - ::';,._::::.::-:::::."" 
", ,. -: ,We are 'not ~convineed:by. .soCa.l':'9-,:a.r·gumerit:.::·~::As ',W'e~ see 

it, AGA is a:c. associa.O:ion whose primary purpose is :to;:p-roll1():t,e:the.:ga.s:.::.:-',: 
i=.o. ustry and the f:lte-res'ts ':o~ its stockholders.. Be:C:e~i t':':flow-th.rough 
to the ra.tepayer is' ~irieidenta.1. Accordingly, "lie ':wi'il :ad,opt sta.ft~ s 
recommendation... :: ::-,~ " ~:.;.: . C;';-C;:,: 

b.. Oth'e"r-- 'Dues ":;: o': ... -:~~ ,:,:,.':),~,::~,: 

The :s.tati' ::est1mate is $:114,000 lower than. SoCal t s .. 
Sta!!' stated that no dues and donations excluded 1n;..:p:t:~i.o~r:':·rate ca.ses 
were ,i!lcl'uded ~in:' th.1s- t'es't'1ear:;eS',tim8.te:~ ~Aeeo:r.d;.i1lg to:;:sta.!!, SoCa.l 
bas increa.sed -tile '::n-cmb-er ~o,t, organizat1:oris ::to· wh.1ch"':1 t.:coutr:t"'butes:: , ~: ::, 
since ,the: last. :-ate 'ease ... ~" ~Also~;:: ~s.t~ ,a~gued::;that. ~d:ona.tions ~to, ~som-e ,', .~,;." 

o~ tb.ese~: 0 :ga.riiza tiona;. such:: a.s :-:ethn1:c' ~ ~~ taxpayer;. a.nd ::,env.±ro·nmen tal ':,":." ': 
balane-e ·or'g3.:l.i:zations..,:. -s-ho-uld ,~no:t' -:'be, c:.nred-;:tO: ::the: .::r:a..'t:e::paye'r$.;.<' ~: ,~:. ~ ,- ..... 

, St~~ :r~~rred ,to -.?acif'1'c .:Te!epho'ne and'Telegra'Oh."::·'·" 
Co. v Public ut:il.· -Commt:'n.,. -·62": cs.r 2'd: 6-;4'~, :tn',"wnic1i the,:Ca:r:t:!-O:rn:ia:,,::::~:~ :,~ 

Supre:ne ·Cou:t. . upheld . disallowances ~ ot'''dues' -to cb.arttable:a.nd~cu1tur9.l::':-:;­

or gani za tio ns· ~- ·Sta:!!'-', gene rate'a' ':affi~ • in t.e·rnar ~po,s·f.t::!:o n' ·~:p·a per: '::' a:::-a:W"fng,':' " 
":'b.e sue conclusion'(~:t'blt~99):: 7~ha.t·:'Paper,Lrecommends-:,that dues .:.. ~,::; 

ant! ~ees -eo: -,,::-a;ct~ ,:tec'b:n:ic'ar; :and:pr'o·!'-ess~rO:n:iJ. :asS'o:C'fat"!'ons a:"e 
a.~:9=opria.telJ~"i-:l.c!uded i:l.:ra.tes:.~~"~':·: ~:~ .... >:': .. ":~.:~='~. ::::-~ ~,::/, ":.:':'~:'c·S ::,": ... _".\W~~ 

. ,~, '" ............ , .'. .... .. 
1 _ ..... _ ..... ",~JO., .... _ 

...... rr,' ,.,:: __ •. "'" ;.. I"'--:""IP-~ .• ~" ,... _ 
_ .... ~-J-.._ •.. ... _ ... \,. ... 1.,0.,_ .... ""'..,,.., ... 

"L~'" l. ~ ,".~. ~ 
". • .. _ ... ,. _ .................. > 

- . ~ _....... ... ... ( .. ,., , , ... 
','" -.......... u 

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

''''',- :. 
,;..,. -
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" :SoCa.l' ar gued" ~ that: stat!; ::cased; .~:t-:S: re:c'omme,ri:d.:a.':to:ri: :to r 

disa.llow8.nce;::mereIy on "the': na.me:-o~ :the'::organ:t,za t:t<:ln: ~and ;:.made:;.:no:.' '0' .;-: :' ~,:"": 

separ ate ill vest!: ga. t:r on' regard'ing' 'th~' elitrt1e:$' -a."1s.a.l1:owe'd:;.:)': SoC:a.J;, ,~,~. ::: :: ':.:- :' 
a:"gUed :thit, evidence: i": 'provided sJ::tows.,:'that -:the ;,-:o'r'ga.n1\zat1ons:\'are<not..:::"~· 
ill the categor±'es' :d'eemed'·b:r;~th·Et-Supreme: rCouit~<a.n-d:·th:e, ataU w:be:,::.:·. -:- . 3:, 
i:lAj?:proprtite. .. "···I·~···+'· • r ... _' -::".: ~:~~:~ ..... :, ...... ~: .. :: ,:_-:~, .. , ,:~:::;,,:12 -:c:: 2·:'.':~:~··~~C->:r(; 

. ", ,." We" are ~eo~ne~rned;~·'8;oout,,·the ::p'ro-11,ter"a:t':fon;:::o:t :th':e ;%))JJnbe-r~': ~~.'::. 

o! organiza.tions: wh.ich ;theratepayer ~s :"6 e rng:7.a.s ked :."to"':s:up,port ~;:' :'::'::. ::;',;,:­
~!lere!ore ?·";~:rlll· ':b:nly 'aiiow '.'3: pO:rtfo:~' O::<SOCaJ. tis' :r'e<;.ue's:t:a:'t ,i :i~vei, '::: 
· ... b.:'c:' should. be ad. e qua. teo to:: reimbUrse: SoC'8.l "'!or :"dues<'pa.ld::to ~the .::.~. ::::' ': ': 
technica.l and protesslo:nal·orga.n::rza:tioris that :v.i:l-J: keep -:SoCaJ:-.':·' - :- ::,,:-, .. ;. -: 

in.!or:ned on to:pies directly rela ted"- to 1 ts.:·bustness::' We~:-.note".:that tn.'. _: ~ 

the last genera.! rate cage pro'eeeding~ ~.we :a.lrowe·c! : sO'C aJ:: :$t09~000c' ::~.~ \" - .. : = 

exclus!ve- o~ AGA dues·~· ':We'-w:tll·-allow,;'SoCal,·'the,=same l:evel":o!'S 
ex~endi ture last· foUnd . reasona'ble~ ":We ·note- tha:t..:SoCa:I=d:rcr .. :not-..::' ':': .. ',"": '.<, 

provide enou~ eVid.enCe- in'thi's' proceed1:ig:: to: j ustify-::tts':'requested-:. ~,':-:-:' 
!~dillg level tor dues and dona.tions... Further~: SoCa.!;·~n:o't >sta.tf; '::'_,,:~r: :: 

bea:-s~ the' res~ons1bilfty.'to· demonstra.te::thS.t "its '::proposed expense a 
are·:,eaSonable">·· We::-urge:~SoC8.l'· to make':-a more':c'omplete sh.ortng on:'::::';, ::.~-:: 
th:'s matter if it 'Wishes to-· rece'ive: 1ncrea.sed-:!und:t:ngo!or~these: .:' ::~:;.:: :.:::.:.::. 
.. cco· .... ts:' i' .. ;~the' ~ ... t··ure-·~ ," _. ". "'.~ ~- ."" '".- .. -,; ... - .. """"- ,,'''- '.~ ... -.,,',.. ... _,... ... ,~ .. "".-:-_ ..... ~.... ,... .,"'" .' ... ~"- ........... "'~''''' ....... , .. _- ...... - ... ~ ........ ~ -\,,' , . 

( ':< ·"."c: .'RD&D;:·-\{'·.~·'·: ~ ', ... : .. :' .~:~~: .. ~ • ',:-./;.::'~A~,::~ .. :''.' : 7: ::.:- .. ,-. .;,~, ":~'.::.~-: .... :': ':.':~.~<:~~.~ 

:. Eate~ :Sase a."ldDeprec1ation:~Ex'6en.se~: ':' 

S'oCal and- stat!: a~ee· on- the: gas :plant in serv:1;ce~'amounts';: -:. :' =­

except !ort:.~·ai""!!e-r-en*r~1;a:ted:: to.:- i'Afi:a.t'1:ou;;' "a;ss'Cm:pt.i:ons:.": ": .soC~ s~ -: ',.,.: 
est·!:mated. · .. eigl:.ted a.vera.ge": i;as llla.n..t: 1c.< serv1ce';'amounts'::to',.' :".~;, ::.:::' :-~:-:.::: 

S2;f61,.603,OOO, '!<:f.r~So:Cal·: :a.n'd.::S'3S9',-i'35:;.:000 ~ol"':;.PL:GS..: .. :~·!le-:' :. .. : ~.:::::: ::-.-' .... , ~\.-: 
cor:-espoc.d:':lg sta!~ 'estimates,: a.t'e~ S2~ '1' 48, )94;'OCO~~,and. S:;9j'~:7 45:;000;; ~o,:-.: .::: 

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

- '92~'~ -

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



A.o1081 ALJ/k:· ">I.J _ .. p' \ - - ~ II. : """ .. :::. .~ 
_ .. :. \ \"""-J"', . -' w .... n 

. ~. '.' ~h-e-. ~dj;!fe-.r:eu-ee: b.e--t',{e:e:'Q:::~:S:oC:al~':s: and:7sta.t~~Sc d:el'~e.c1ation 

:-es e :""le amo"Un t. ±s .. :r:& la:ted . to· :·.&S t i:na. ted ·.:gross. :,,:sal vag~. ~d ": ::.e..mo?~..,." :. :- ;:':':'';; :. ~ 
costs and.: the: level 'ot: dep·rec1atlo·n. e-x:pense:-:· -: :T:he: c~m1)~: ~s.'t,i-ma~e.d. ":~:~~ «. 
we:!.g!lted·-a.ve.ra.g~ .. rese-rves for :SoCa.1 .. a.nd. :?LGS,....,resp~ct.iv:ely,. .. amount "to_ ~ .. 
$817 ,400~:000· and .. $1 01 .. , 75·5-:,000· •.. ·Staff:'~s.~~s\t.im~te"s.. a:mo~t"~tO'~r ~.'~:'- ~ .. ,.: .. : ~.~. 

• ..• • __ .... r _ • ~_ • _, •.• ... ~ ..... _. • ~ ~~.. • ... '~. _ '" e_' .. , .• • ... , • _ 

$816,669.000 for SoCal and $.t01.767,OOO tor PLGS. Staff's gross~i"'~ __ "~" . .' .,..... ................. ~ ... "::.. ...... ..... 
sa.:. va.ge,·a.nd removal. ··cost. es.timates:·were ~,b.ased. ~oll. ...mo.re. ftc.ur.rent da. ta 

£ - " • • ~ ,,'.. '.,... • • ". ~ ._ •• '. -. .... ...... , ' ~ \ 

t!lan So Cal ~·s: (3xhibi t .40 ,::,page .1:6-:6) "i··Sta.tf!.s ... del'~ec:!.a.tion,expellse ~ .. 
o:! SS9 ,825'~OOO ~~o·~ :SoCal :and, -$1.s.,. 5-81-,:60'0,' fo~. ~?LGS ",d:ifi&~:,~;.~;t~~t,: =., - .." '. _ • ~ " ' ... c,... ~ ' .. _ ~ _ . __ . _ I. ..' r.... ~ _ .1 

o:! S()Cal (,$91..961 ,.OOO·.·and-$1:7 ;:605,.OOO~:or:.::SoCal and .. P.LGS"'J ,. ' .. ~" ,~.~ ~ .. -. -- .- .... -............ ~." , .. , ........ ~ .. ~. 

:-especti veJ.y.)::for ~two. r,'e'asons':- ~ c..1~): .:sta!!.J?-s:ed .:di,!!e.t:ent.-:~ep,r:ec±able~::- ;-:-

:pla:.~ 'b~ances:-a.lld (2) sta.!!::·used di!!e7ent-:e~:timated tu.:t~~ ll~t';'7:-:':'':_'':': 
salvage s.ssUl1l.pt10ns: (Exhib·1 t .~40" ,.,pages .. 1,6~1:,~ .: 16~2;,.\ and.-: 1 ~~)) -: .:.:~ "':' ... :.": ... ~:-

Sta.!! .. and SoCal are~: in.: agreemen:t .:v1 tb;; .. respe~:t:to .... a!~rag~:;. _>: :.:. 
service 1 itea.nd Jll.o.rta.li ty ~dispersio'n assumptions,., incl udillg the.J, ' '. ~ .... ~ .. , 

. .; '. • -' ,- - -- ,-, •••• ~ -. p, ,..' • ... ' .... ". 

cha..."lges proposed~·'by·:SoCa.l· (Exhi~i:t,~,49 .• -:pages: .. 1 3 '. 8.ll.d~,1 5·, .. ~a.'b.les. ,1 and., ... ~ ~. 
2; Exhibit. 19,:-'!'Ia.ge~ .. ,,6-8 ... )._ ... ;._.'.-,'.:_.;.'_~ .. ~, _~,'~ ~ .. ~~._,-.,,~" ... "-:.- ~:~ e 

.J! __ ._ .. ;, ..... ; .. "~ ... ..;'., . .' ... _: ...... ...:' .... _:: " .... _ _ ~~~,\J<~~~_. ~ .. --:,_:...::.,-~_. 

' .. ' ~Ill::a. letter-to·~the :-Comm-1esioll:-dated,JanuarYt·25·,., .. .,;1· 982 ,."SoCal.,.,~, 
- -.. .... ~ .......... > ...... ~ '- ~ ............ _" .... '- -_., .... ... 

reques-:ed tha.t:it be~.s.llowed~to revise the . .:!111ng~.,dateJ·!or,:.its-ann.ual. - ,'" 
I. • ........ ., "' - ~ •• ' •• ~ • 

subm:'ssion :o!:-proposed:: depreciation~ accrua.l-:-ra.:tes.: .. !~~m ~n ~! ~~~~F.~ ~: _,~:: 

:)ecember 1 of the year prior to use, to on or 'before;"May .t:-.:of.,,: :!=h~::-"".;...:: ::<::.,;: 

yea: the rates are to 'be effect1ve. SoCal also request~dr.a change in 
";he proced. ure SoCal uses·.:.to;~ reco:-d mon.tb.ly..:; deprec:ia.,t.ion~ ,a.ccrual 
ac.o-un";s to tha.t used by PLGS- SoCal.~cla1med.:the~requested change::- .. -._---
''{ill improve accu:-acy,. increa.se :product i vi ty,. and prov.id.e.;.mOor~ t.ime 
to :-evie',{: ::he' !.mpact on. SoCal of:. Commission-: gene-r.al::, ra.:t.e· ~.as~?: 

c.ec:!.sions .. ~ prior' to~the· .. prepara.t.:1:o:ll: o.f':- d,epr.e.c,1ati9:n., .a~!'~:.~~t~~ ::-.::':-:::': 
30~h changes ',{ould:-be: e!!ective' beginning w:i:th,:·~es,t· . .'yea.r~·:'.:~83-.P ~ S:t~!.'!':"::: ':. 
reviewed SoCa.l's· ::-·eq:lle~::t.~ an-d.: ·recommen:d.ed~ 'tha,'t--.:the, '¥.t',OP():Sftd.:, ~.c:b..~'"l'ge~· ~e . .?:: 

a.::o·,{ec.: (::x=.i b i t= .10 .. ~ ~age,: 1 6-4) • :: : .. We ~:·..r..ll. ado'Ptc:: s:ta!'!:~·s.:, :-'. ';,::.: ... ~:o:: ' .. :' ': ,,:,~;.~ 
:-eco~end.at:'ons illclud:!.ng -:he sa.::'vage ass\O!n?~!.O'r:.s~.:.<,:::., - . :.::':':: :.~.: ':.:..:,:;,: 

9
'%~ .-

- .. .,I~.>~ -
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2 • ~b.e :::~~ee-: o! Removing L.~G <: >" ... :: .:: .. : ,:. " .. ..: :.::: ' 
?:oom ·.Considerat.i.on i·n. ,t.hi·s: Case ';,r, • . ". '. _. .,~' ~~. ,.~ ~ ':.' 

__ "'\' J _ .. , ..... ~ .... ,_-... .... '\ .. , .... __ 

'J!he a.pplica.tion, as originally .~l:le.d,'r. .:ill.cl.ud~d::& ..:~~e:~ues,~ /~o.::.:, 
place $1·41 ~ 6S7 ~OOO o"! c:osts :"!ox: ~:the LRel: ~p~oj.e.c.~ ~ ~'p~G~ '.: ::~~e, .:base as 
plan~ held-tor future use'_(Exhibit 2r:Ta.ble~1.1..-A) ... - ..... ,~". ~._ .. _" ....• _ .. _,.~ 

"" ,.... - -' .. ' ''' ~,.' _.... -"~ "" ,., -~ '...... ," c" ",. " ...... " 

Removal o"! the .L.i."iG :-request ~f'rom .~t.h1s,.,caser .As-rdiscussed ~ ,. - _ . 
... .. -, I' .' " _ >. __ '~ •• ~. _ , __ • ow • ............. ' ... _ ..... ,., .~ 

previouslY',~ redueesSoCa.l ~s-:~tes:t Y'e.a.~.t98>'::re,v.:e.nue, ,:req~r~m~~t by 

$;2,690,000.. .. - ,:... : :~ :'.t '::'.:.::~.:- '.~ :" ~ .:":-:: " <,'.' . ';, '::.: :.,,:,~:: 
;. E~!ect of Commission .Decisio,n-- ,-.-.",: '.';" .,~, ::-:>.~ '~ '.' 

~odi!jing Main and Service . 
Extension Allowances .. ~:...:~ 

In Exhibit 119, SoCal presente~:~the.2:e=,!ec.ts;~e3uit.irig from 
D .82-04-068,': changing. thedistr:rbution- main"'and:-'Se~v:ree :':extens:1on 
a.lloWa.:l;ce :-:cJ.es: ··SoCa.l: showed" tha.t d u-ririg'th'e :'f:l?rst;:Y'ear~the:-new< .:~ ,: ~.::: 

extension' allowance' rU1es'are':1n'~ef!ect, -fts:·revenue:requirement=W1.l1.:"~ 
inereSo$eS248 ~ooo ~a.nd in" the,'next year ,'the:':revenue::requirement. nll.:':: ::; 
dec:-ease" $2, 772. 060 ~ ".'SoCal'wi tnes:! Sclaaerer'~ expla:Lned·"tb.at·'the':: ~,',<: ~:, 
!i:-s-: yea.r·the· decrea.se in~ revenues' rela.ted-t6::a':lower·~,we:rghted:~" ~':, 
ave:-age rate- base;' an amotmt wb.1ch::rlll =be':more ·tha.n'~ottset:'bY an'.: 
inc:-ease in-income' tax' ex:pense:: d tie':: to:3.il - tncrea.se"in ':tiXable fricome: t. :::. 

:":-OCl '!lew'bu3~ness' service' extension' contributions: :-educed investment::::·· 
tax credit, and lower tax depreciation (Exhibit 118:) .. SoCa.I~~'noted·~':- -.:: 

that wh.ile ser-vice eX'tension cont:-ibutionswiU::c.o!l..t.hu.e.;:"to:'be . -
taxable' in the' second-year s.ndtb.erea.fter,:SoCal'''s:'"revenue·:"'',:·~ 

:-eq:u.i:-ement ·r..:li: be-~ lowe-ro:' bec's:u.se,:the,::, eumUla tive t'ed'uc:t:ion ·1nthe:': ~~. " 
weighted average:r-3.te-base-·.nll', more~tha.n:,ottset the:increasea 'income:'::" 

,. " 

taxes. ,. -~ ... , .. , 

'. The:-e was no disagreement' betieen S6C8J.':'aiid~sta.!r-on:'"this,s,- >. 
i 'tem. ~he·a'::'t':'i::1'on~ ye.a~' ad'J'u:stm'ent wo:ul,'d:=' 'r'e'!l:ect':·this·;: :-ec:uc'tion 1:l. 

:-eve-~~e' :;'e6.~:-e:ne::.t ~.: exee:pt thAtD:82..;.o4~068 has:'b"en sta.Yed'~ ::- :.':~' .. ,:,-
~ " . -... ' ... - , . .... - .... 

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

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

t, ,~ .. "" .,~ .-"," 

~,- "'- (~ .... _ ........ ~ , ... ,' .... 
" -



4. W'orki:lg Cash Allowance ~' ... -:.:":~'::o::.:,;:: ~:: ~y,':':Z ,·c.,: .... 

:Both SoCal and sta.!'! us·e<f...sta:ndaJ:d.2Xae:tr.~ ~~~{6 ::t~':: 
.. ' . , .... k~ -, . -. h-"" "rl . ~ .. ~. ... ~ ~ ., ,-. ... ' .... ".. '~," rv,..... '. - .r, .... ", ~ - f"P r .:""" 

estl~at~ VO'r ~ng'eas -8. ... - ova.nee-. ,-_ ....... " .,- "'--""-~- •. -,- ~"'R 

,~ ... 

Legu Di.....f1.:;i6~n argUed' ::tha:.f it:mrgllt··~·eCIess expenS'1've ,::to. '~~~''::':':: 
ra:~epaye:"s to incur and exPense: 'ri'aneac't:t:on'ai \!e~ie: ra:tlier: than':":',';'; t.":.::._~:: 
capi ~aliie·:tli~ -depos±tS"rieeess'arY' ':to :·a.vo!d~tJieui·- :':'.".::' '.: ~ .:~"::, =':.~ 

:: ~~ ·~~record·-in,·th1:·s·-pro:ceecI:r'ng: lS· '>lnsUttfC'fent:to-'··d:ecid.'e.;.::; .... :-:~. 

~:'is !.ssue.. ole ex'Oect sta.!'t and SoCs! to address this issue' in: . :.:::- . S ':'2: .. 
SoCa.!'s next general ra.te ca.se pro<:eed::rng .. :::.:.;::·:,-=.:-·:·~ ';:= :,,:-::!':::: " 
• m -":::~''- - .~. ':-::.:' .:.:;.~~~.~ ~;:, ...... ~ .... r:·2;r:\~": 
Y. _axes ~:":-'::::..!.".~'':'::'':'' .~,:-~:;;~~:.::-:::: - ------------

.. -1. - Ad· Valorem "~a.x' 'Bx'Oense .:; :~. :. ~~.::: _: ,.::, ,~" ;'.:~'.:: ::x::: .':: 
SoCalts .. test yea~.esti:nate . exc-eeds ·.eta!'!' , s~ bY' ~S224 ,000 .•. .:..,· _.:-::, ~ 

'" - ".< ." •• ••• • I.~. - • ~ ••. '. • ... ' .... ' .. -' .......... .......... 

:b.:'s is. primarilY' d:ue .to·:.the:-est.i:na.ted,.~ma.rket :;v:~':;~ :fo.r the ..:~~sca.l .... ",:: :..:..:~ 
'jea: .1982'-1983 - _ SoCa.l ',s .. estimated" 1982-1983- market-value .atter, ~ . ~ c. _". 

, - . ,., . .... - - ---" .. ,_ .... "... _. -. _.'.' ~. --. ...,. .. - ....... -
excluding 8.~portiono!. the .. 'ren ~ectior: project:,wa,.s ~~.",:42.:,,,?~~1~<?n:,, .. ~.~~ -:::~ ~ 

SoCal la.te:-, agreed .. that. the :narket value .. W'ould -bec.$1 .41.2 b·il11on._. , __ ',' 
. ~ '. " ... -, ~ r.'·" • . ' '" ,. _... '. " .,... .. ..... ' "" t'... • t ",' '",' ,,' -.... • ...... I _"-

:h.e State Eoa:-d o!.Equ.a.lizat10n:-has".determined"th.e.1.982~1.983_market_._._ 
, .•• ~.. ~ • • .. - ... _ n, • ~ ...... _........... ..... ",' ,..... ,e. _· ... ;e ~.~ ~ 

val.,;,e tor SoCa.l to. be. $.t .. 4-billion· (:Exhibit 61..). ",' We . will "adopt_ the~_ r" , 
. . ., <.. ,.,., - ._- ...... -. , ,. - .. _, ............ ,-' .... ~ .... ,' .... ..,. -I' _ ••• ' _ '_ •• _ • '.:.' "'R •. ~ .. , .. '_ 

Sta.te 30a:d o! . Equalizat10n!s _t1gure •. tor, calcula.:ting_a.d_ valo're:n ta.xes~, .... 
. • ~~. , . • ... , ..••. _. • .... , ,,,,, ... .... ,,; . "':., ...... ' .... -.. '" ..... ~ -' ..... - ..... - '_.j.. - .... j. -

Cd,: "rl::'l a.ls~ include the. adopted .,plant ,addi tions.1n .. the ... ,alloW'9.nce '. _~ ~.~ 
- - " ,. -, • -- --'" • ., .... - •• , .... 'I. ~.,. ... -. • .. .. '." ' .... ,~ ...... _ .............. ,\ ,. ~. _0 .. " __ .. 

"!or ~b.ose-:taxes.:. .,," :-;,::' ... "::::.~ ._:<:'.:.': ''':;':'',: ;-: .... ~. -:: ...... : .. :',.":::' ,=-.:.>;.,:~ ::.:::::'" 

2. ??-Vroll.· Tax- Ex'Oense 
:;::,.. •••• ' T' :.n ..• : 'T : ,~' '< ,L .. :- ::"2 _ :.~._:;~.,'-:-:':,.' ~ ... :' _ \"-:":':: ~:"'~"': ::.~ :~~:'.::.:' 

Sta.!!: recomm.ended~ that paY'roll:-t3.X~ ex:pe~se :~of~·.,$' 1.,::;1 s"ooq :~.: ;:.':-
oe aJ..lowed i:J. test'·3'ear198=3;~_.,S;1;J042,.OOO .. 1.es.s:, t,h..an: ~he:' !_i~~ ~.oC~ :':'.: ::.,.~ 
a.:.o~": o'! $1.8.~ 7,7,000.·· '!he'::ma.jor;,di!!erence,,-:-es,ul~s:-t:-om~~ . .o:tlle.r s~a~:f'': :,',: 
"lfi t:.ess· ",(o:-k !'o:"ce disal.lovances.· ?a:rroll tax expense will be . :;~_::_'~' 
adjusted· to -reflect. :the :.!",ork: !orce,.,leyel~ .adop~~~ 1~ ~.h.is,op.inion. 

, ~ .?e.:-t· ot· s:~a.!!.'s -'re~ommended-redtl.ct;ion.. ,in.- pa.yr.oU._taxes,.. 1s _.'._ . .<~. . ....... , - ., .<..... ... .. ,. '.., . ~ .... '" ........... 0.-.. ........ • _ ,; k .', 

:"e:'a::ed -:0 sta.!!· s pro'Oosal to' lim! t: ~he, ',(age- :!.!lc:ea.se~ !'o:"_ !lon.uniOl:;",.,· ,. 
•• .., • •• - -, ,. , •• .. < .. ,~ ,. • •• " ~ • -- ..... - - ~ - ,,,- " •• - , " 

e:plojees. Since "'(e do not a.dopt sta.!'!'t s wage l:':nitation p:-o:posa.l, 
we need not add:"ess ~~is iss~e !'~:-~he~. ~e ·~ll allow ~ecove~j o! 
pa.j:"~l: -:~~es oased on to~al est:':nated wages. 

°5' . - .......... ~ .-
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". ,", .. • .~ - • >. ~. ~~. • ..... ~', -:: .::-.:. ·.:t~ :- ~-: I~ :'":.": ::: _~ :. :: 
; •.. : _-Income . Tax -"Ex~ense ~ -. _,._ -,. _.,. 

• ... • .-, .... ,... -,..,_ ........ - r ... r ......... .... _~\_.-~,,..,"' ...... :"":':.:::;!"" 
a-: ·_Re·6ove·::i-:6~r~nve·~t~e·n:t~~3::c"':-~-':~':~~-:"':-~. ~ _. ~ .. : .. ~. : - ~::~ ',' _, ~ ,,_~. 
.' . eC:-ed1t{TTC)' D1sal:1:owed '. -'" - .. ,- ..... -," . - .- ". -- ~'. " 

... This ~'issue 'Was r'atse'd ,tn So~Cai '"3" pr'e-rfouS 'ge'n:eral :-rate' -:: '". 
case whe:-e the CotlUllission addressed the sub~ect, in':~~9249,!~ dated"::"::' - - " 
:Jece~ber 5,. 1980: -,::~:-.----~-;...~ . ...:.:...:..:~:- ~, ,::- ;:':':.: ... --:~.::::;' (~ -

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

"SoCal" has. ···not. 'yet' be'en:-assessed'··any· ~ ~.' ,,' w ~ 
tax' det'ie1ene~';:::nor.~·ha.s·:: the ·):~C-:: in:: "-: :-,:: ~:' _~':~.:.. ."-:- :.:' ,-.+ .. 

Ciouest1on actually been disa.llowed ' ... _ . b;r-the·IRS."·:·:· ,::- ..... ' _ . .'_:.. ... :.:.',; . =.. .. -.:.::: .. :.~ 

The ''':InternaJ. Revenue :"Se:-vfce'":(IRS-) ha.s~'d::saflowed~ the':' =-: :.; 
.,?~ i:J.c:-e:nent- ot' !~C ~ on' distribut'ion :jroperty :1:nt its':a.ud:it.":6f" the':'::;' .:~: .. ..: .. 
:rears 1975 and: i 970'~ (Exhibit 18~':- :Pa.ge ::7}; ~:~he -a.i5pea.ls.'.:proce.s~'tr6m.: -::: ~.: 
-:his dis~lowance is continUing."::; socai ":requested": tha.t the Comm:lss±on':, :>~ 
state its position regarding a:a:y I~C ~di9ailowa.~ce::b£:the;IRS:~~ 

SoCal noted that i ta ~~~r"e·p·~:rt."::~·o·fi~ii~~·~th-~:' 
,. • .... ~ _.~.' :_ • .:. :/ .. '_.: ~ • ,: •• ,:.' ' • .' _, •• : ••.. ; ... '", ,,_,.:,,: ,,:' 1,,' ;.~"",,~,,~_ ....... :: .... , #'1 ~ .... ' + "-.. 0_ ow _!lg. s ... a ... e:te!l .. : ., , 

• .... ..... r C ,. . ... '.'~ ~c' ~ II:~:. ,~:,. '~" \>:.: _. _. c .:::: ,:.:"," ::. I: .... /::-., '"' ' .. 

"t'!h.e·a.dditi~na.1 investment'tax 
, '........ ... ;...,',.., .,; ..... 

e:-ed1 ts' allowed' pUr-su8.nt.: to the·~ax 
Red.uct1on Act:,O:C·.' ,1. 975 , for..:;·:,- ,:::.' ~".-., .. _" . 
distribution property .. placed. in 

" service"·: trom' 1975 ~ through 1'980:' a.re-'· .... , .. : .... , 
. bei:lg~ aceo'Unt,e.d fo,r~ on ,the.·. basis" 
that due 'to ce:--:a1n'PUC'o:-ders the 
ittilitY'subsidiariesare:p:-oba'6lj:'::-::- ,~. -. ',' ~ 

.•• not .. eligible· ~or the- e:-edit3 •.. :- ,The" ~. -:~: ... - _~:-::.: 
balcee o'!' such c:-edi:ts ot , ,. . 
$24,1 55,000 a::" Dece~be:- '3 t;: i 980': .:, -: - :: ' - " 
has bee:J. :-eclassi!ied to de!er~ed -----
i~come ~axes to ~e~ect the 
;J:-obabili -:y that they ".(il1 become _ ... ____ :- .. ;.:...-:~: .. ~_-..:.i.:...:. 

.' .. , ..... 

- .',-

~ay.able to~ .. the, Internal;:,Revenue :'.' < .. ><.:> -: _: .. ~::'~ 
S.e:-v'ice .. ~" (Pac1!'1e .. Li.ght1ng , 
CO':-;Jorat1on Annua.l·'Re:port~'for···~'; ;~- ::.::-~..:-:~.:- .. -,':':''':::-;'":''':,:-

,.~.1.9~1,) ~,\": "': '," .. -::-:~ _ -:"'~".::"' ~":~:;.:~~,_ ... .:. ..... " .-\.,:-.~". ':~"':.~':~:':' 

.. 
96 .:.. 
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flo. -.~.... II 

':> .... ~ -r. 

Consiste~t With the holdi~g o~ the Cali!~rnia Su~reme 
,.~ ...... ,.., ",1- ....... ... "',. i::r' ,".\ ~ "\ r....... _ " 

Cou:t in. Southe:-n Cal1!ornia Gas Co. v Public":;U'tt1.7domr~;-(-f979) 
2; Cal ;d 470, 486 n..18, if the c'r'edit:'~1s.=ev.entual'ly~d:t,saIlow~d, thus 

'J' Tf.~ ......... " ," _.+ ___ '" ... _, ... _ ... , ... -' 

increasing SoCal' s .tax.lia.bility~-"soC-a:f~may. :pet.i tio,n.the ,.;Commission 
• •• •• • ~ _. __ ,., _ _. ., _" •• " -. .~ _,~ ••• " _, ,,," _V'" ~ ,. ~, •• y ... , "' •• " •• ~ 

to: a.~pro:pr,ia.te,:~~~;!t~._ ~:' ,'. ',:~' >,::;':~:;., :::.::.:.:.::_:::::::: ,>.:"',: .. >':,x:·~' __ '" ~ 
b. Normalization Reouired' by the ,ERTA : ::':.,.;'. ": -:: :":::,:<: <: 

Both SoCal_and, ,3ta.!~ mad,e, .the,i!' _c,a.lculat,1on5-" according 
... ," "''' -. , .. " '.. . .... ". \ " '" ........ .,. ' .. ' ..... ', ~ --..-,,- ... ~ .... -" 

-:0 ":!.e n.o~alization !'eq,uirements~" o~·the: ER~:~:;;~·':!n~'D';'-9;848: dated 
Jece:be:- 1:;,. 1981, we concI,id~d:' that ;s~bi~ci~<t6'~a:=;;,~~~i;ion :-ule t a 

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

:.o!':aliza:;ion, :net~od ;o! a~cC!un.ti~g-.:nus~.:be\-1lSe~.:,::o :.ma.~n-:t~in. 

eligibili tj' ~C!r: ~~~el~=~t~~ ~~st~ ;e~oy~!y.:.~~~, ;~~.;:~ O~,:~h.~c r~y~!;~~:: :~~ '~.:. .1 

i:lcrease.a.u-:ho:-ized -in_this, dec1sion."sta!! es:timates;:.. that', _', ::-:,' e' -""",' 

~ ~ " " ~ 0'''' _ • .. ~ .. • '~ .... ~:.. .. - .. -- ....... """ .. ,- , -'". .... ~ ~..... '..... ...... ... .... ' , ... 

app:,oxi:l~~e;y S?2 m~lli?n:-i~ _.~t~r~?~~~bl~?,~~:.,~~~::,. ,::-::':',',.':: _:~. :', ~;: ", \,'~, 
4.. ~ax :-Equ1 ty .. and.,.. !1scal " . ,,- -- ";~.:' ',:- _ ..:~: .~-: "-, ,'~:: _: :- ">:, C:" :,' -: ~ ''',;:''~:~',~ 

Res'Consfbil:ityAct ·of"f982·'·.. -. -- " ,_ 
. . ,- - " .... - ..... ," ~ , .......... ,.... . ..... ,...~ ,-

On Aug"olSt' 1'9~ 1982, 'Cong:.ess pass'eo.' the' ~ax-'Eqiiity and. _ .. 

Piscal Res!lonsibility Act of,.'}8~_(~~~~2~ .;~~c~!~!?~~.'~~·'~'EFRi'i~":~o-:: e 
inc:ea.se the utility I s revenue requiremelit. '~:-:For ':. instance.,. the 

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

:'ec.e:-al u:le:1ployme:lt '!a.x base and':: r-'ate'-b.a.ve~beeD., -increas'ed. and the 
..... " ,," , ... , ..... .. ... - .... '" - - - r- ..... - .• - .. , ..... ~ - .', .... 

act req,ui:-es taxpayers using-:the "AC~ .~:net~6'd--·of.;depre6ia.tion to 
rec. uce the basis ot the asset"be1ng

r 
de:p're'c1a.ted.~~by:"one:'hat! o! th.e 

:'1:C gene:atec. 'oy the :pro~~'fty :bei~g~d~:p;eeiit~d.:,~ .. ~h~r~;~';;e also 
4' ' .• -. •• -.~ _ .. " .................. ~--- .... -

ad.d.:' tional admin.ist!'ati ve,-and· other": costs assoc1a.ted":rl th::~EFRA. 
'-..... .... '-,. _"., "" _ ... • - ,... ,-" ,.., ," - ,"o,.r 

"ie '"ill inco:-po!'a.te ·the ;e!~eets ~,o~:':EFRA ±~- :tne2,adoptec. 
_ r. ~ ,-. • ..... ""'. i • ., .~ , 

At-:r1~ion Allow~ce :::.~ ~c ': _, _. _ "l" ,\.:.;,:.: .:- ~ !:..",:' ~ "'~:::.:. :',:~' ~:--::.: 

SoCal :-eq,'J.ested an':" allowance": be ~ia.d~;; to r tizianeial and 
.. ~~ .,' ::" :' .. ~ .. :.. ': ~ '-:>0 :. ~.::.. i:.'. ~. • • .~I:: ..: \- "': ~:, (.; 

opera.tional att!'ition in the year:- to~lc)'",.±.ng::::he:. ~~s::,,:y~a:~ A ttri tion 
OCc'C.:'s ".ihen. there a:-e i:lsU:~icie:lt i:lcreases i:l revenues'~and 

-. ..... ,~, 
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!'rod'u6tiVi ty: 'to offs~ ~increases' ::\:;n "e~ens-e;;: .:rn:-~l:ud!I:tg-:~lle, ~ec;:st 0'£ 

eapi tal and rate base occurring, a.fter the teat year, thus ':ca;is'ing:a :-.:.:: ~": 
decline in rate of return'fri::";;he;-iear::!"6'i'J:6~lli~the~~f~st year. Since 
the Rate C8.5e Processing:-P'ia:nailo';i,:the·~u-t1J:i.:.t-:l:'es' ;"to :rile :tor-
general :"ate :"elie! every othe-::: :y'&ar:-,:. the :C,omm:i's·s;'on has previously 
provided an allowanee :tor a.ttri tion experienced oy the u~ili:~i~es: '.:;'; ': 
between-the rate cases." ~-,~"" ~: .~ --:.~, '~'':'::: -:~':2 ... 

',.. ~ .~. ~ ~ ~~ ~ :',: .~, ...... ,~" -=. - t ~<:' . \ ~ :. ~,r ~~, R: :~ ~ :~ 
: - ~30th SoCal and stat! agree that the mo'st. :30PP'r;opt:i'30'te: _YaY: :to 

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

mi t :Lga. te _~h.e '_ ~pact of increas ed co ata _i,:t;l _ ~l?-e_·;.ti0z?--~S,! .:y;e'~z:-:t9.~4' ~ cl ,?:e-
to ope:"at:tonal and financial attr-i tion' i:6 "to-·~:p;o';fd:e.~f'(,~r:~i -st:ep 'r'at; 
attri ti~'~~'-'a.I':'~wance to be effective J anlla.r:Y.:..1 .. ,. t9:s.4'~: ~',~::-; >'::.':' _ :~;:;:-:: 

... SoCal calculated 1984 attri ti~~ . a.t ' $1 6:, :j':~Uit~n ~to ~,:~,~ -.::: 
re!lect - increases in labor, nonlabor costs" rate base ':and-":'r~'lated 
items, and for financial attrition·~(.Exhib'i,t: 100) • Stat! reflected 
the same !s.ctors.-&nd calculated an allowance .o~ $96 .... 8 .milliotl,_tor:, .. 
1984 attrition-(E~bit. 115);: :.soc~,,_,and:~s,ta.tf.~~~~~d' :dttfe~~~nt,:-test 
:rea: expe~ses ~ pl~t'.:le~els/ and ~ne~8J. 'eco~o~:f:c;.~~~5~P.~~Q~~· .:. ~<; : 

As -discussed 'previ-oUsly ~'-the-adop'ted 'itiiices ~fo·r·- -"", ". ': 
ea.lcuJ.ating the 1984 attrition aJ:lo.w.a.nce,-are:·:the current latest­

availaole DR: CONTROL !orecast ,.,:"th:e~CP1.~index,~ '!and,~:tb;e,,~P'I"-::!:nd~x,~::'~ -,-_._----._ .. __ ._----
:::nd ust:-ial Commodi ties ,wi thou-t;: moditicat·ion. , .:.O·n 'o~ :abo,ut =:!,ovember , 

o! test year', i 983,.::SoCal shall .. tile .. an ,;ad vice '.letter ··am~nd ing::U'Pwa.r:~" : 

:: 

. " 

0:' C.Ow:lws-:,c,· the:, att:"ition :a.!:lowanee .. 3pec,±!'ied "in 'this:::order .. ,:,,·At.::tha.t.:-.:­
ti:ne ~ the CommiSSion. may :adj ust :the,ba.se, .. to, ret'lect·:cha.ngesin "the ',= ~: ~~ 

JP': CON'!E.OL ~orecast :tor~1982 and 1'98'3.·.:.:~ ,"" ,"::.,::":':: ___ '".~ '::::':':,:': 
Anothe:--area., o!':disagreement-: between-:s:taff::-a.nd. SoCal::i~,,,the::- '.:. 

:'ate base amount;'for:.the:a.ttr:i tion,year:--::, :SoCa.l,~.u5ed,:a least-:s.quares. :--~:' 
~re~c' to.arrive at i'ts·.~a.te'ba.se-eom:ponen~ .... ·.::Si:afr,":used:;a five-::-yea,r' ':':~"" 

ave:-age of: :pla!'lt. additions inel us ive -of J 919 ~ 1.~80r_:: an.d~ 1: 9~j:::' reco,~ded '~:;,':: 

a::.d t 982 a=d , 983 pro j ected -,additions •. ,Staff" !ig:ures ~ ::e!lec::: :.,~'::' _ ... 
i:l!la:::'O:l.. ==.e staff ap:p:-oach is reasonaol~ a:ld "lie- will s.c.o:pt 
s~a!!ts es~i~a~e of :,a~e oase !or the attrition jear. 
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- ~e .alio'Ot.ed .. a.t"::i tioli. ~owance. ,calcula.tion-,-is., shoWll..:Ln. -the o,P'-
'.' "; •• - -.~ .. +- ~. ...... ~........ '" • ",. _ "'- d ... < .. .. _ ."''''' _, y~ ',~' +10 _ '.;' ' ... ~ •• , ~ _ .... __ .-. _" __ , _~ 

!ollowing table....... --"'. .... . ·'7 ~.,::,':.: ,'.:~.:::":;;. :-~>::.< ... :: -:.:7~:'": :::~~: _.:.:-.:::.:~:-
, Southern .Cali!orn1a.Gas .·,Company.."..... ',,.. .-, _ _ _ " c. _. ':i-, 

1 • 
2. 
3-
4.. 
;. 
6. -f • 

8. 
9. 
10 • 
11 .' 

.. .... .... 

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

.' :.:. :Att!i. t~~~ ~loy.an~e:: ~:;~r .-:!~~~ :;::.: ::;> :<~,: ::<:;:::: :. :-'~:,:=': :,:::: 
", _, _r, ....... '~ ... . "'::'.''\"' ..... ~', ... ,: - ~ , ..... , .. . -- ~ " ...... ' 

0&..'1 C:om:pcnent ,-, : .• ':.:.-"--:.':~;:" '-'-;-:~::'" .. , -:'::'':.''::::~~', .. :<:':.' :-~.: :'~«:~\'c:::-~ 

Labor (343,947)· x CPI··· 
Nonlabor (109,783)··x ?PI···· 

?ay.:"l)l!-:~'a.:c:Cemponen~:: ., .. ~- '. _. ",'-, ~:,": .. ' ~:.·i':·;' :-;:,r.;288 
Ac.··Valo·re:l.~~ax Compo!lent~·-., ... -.. " ',,' ..... _ .. ,_. '". _=" __ '. ,,,t64 .. ,,~ '"~_~ 
Depreeiatio"nExpe"nse"Com:;ione'rit" ,. h_ " '--' ,- "- - w '="'~'''~2i'',442'' ~.:: _. "-
Rate Ba-s'e- CompO.nent';:-~~ ::-:- "-: .':::~,:-::':': ..':_''':':':''.'':':,:,.:'..: ::::::: ':2S;,;,'n:,:'..·::c, :.:, 
Income ~a.x Com:ponell:t,. ~,~ .. ~', .,. _,.. ....... _~ .. _._' u .~ ..... (20,472)_., ___ .. . 

,Total O~ratiorial Attrltiorl' "'-'- .. ~-~ ...... , ._ .. _" ~-,.,,~; 

,.,~ ... -( .. , ·-·~""''':·i~~· '.-~'~' -'. ~-.- .. -~. ,;:.~ .... , .. -,.- .. ~ .. ,. -"'''4''''A40 •• w.aJlc:;aJ. . .I'I. ... , ..... on~. " ....... -~_ .... ~_.-, •.. " .. ~_~ .. =,,, _"~ ,... 
'!otal_Attrition 

. -. ". .- '.'-- -"; .~ .: . (Re-d' .:F.1:gureJ .. ::'" -;:::-:: :'.".=: .'::;-.~ ';: ': :': ;'.~;:' • ::::~:: 

(;1~9 ';574 r~x" (198~ .. ~s~~a.tio~ :!~~tor '7 :'625%)<~: 2343 :;:947:: ~::'.::.':: ::.~:­
.( t04" ;'2'57 )~~x ~( t9S3··esca.1:at'i~n·":!aetO·r-:,5 • ;%):" ="': ::' ~t:09 ,78'3-~:;:: . ": ',-:- ,.' -.~ ': . 
1984 in..'latio·n factor -'based "on. the latest ·DRI -!otecast ..... _. _.' .... 

•••• 1984 . i:l!lation 'factor' ~ba.sed -'on the latest "DRI'''forecast ~"~" " - ::- ' . 
~. •• ' ''.: ~~,. :. _ • ',. '"' _':",:: -'oo~ .. / ", ~ c: :., ~:, ' .. ;: .. r~. "'':; .:.;. ~:...~ • 

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

O:l:Apr1.!~30; :1982, . the ':-ALJ ':.ruled .:"that .:the ~scope-::o!:tne _ :-ate ::.--:: 
c.es:g:l i'ssues in the ~ ca.se-"would: ~:'be ~li:n!ted "::to .. ":reeei'V1:ng ~:e,vldence. on:·:: .. ~ 
-:::.e·· .. b.olesale -customers "capac:::ty "'charges'.:: "::Under.:th:!:s :-rul:ng;-:.~·A"A::':: 
SoCs:. • s '-"'i t::.ess· Sca.l!-prepa.::-ed:' a'>Ba.s'e . Supply ,:a.nd ·.~oad ::Ecj;'t:a::.:oli '.':".:- ,<:"::­

(3S&LE) cost a.!loca::ion study (Exhib::tt t.02) ::·.illich:,was ·.:tllen: Usec!.=:oy.:': - -.­
SoCal ~wi tness:' 3enz to ::ca:!culate,·tb.e,~ "'percent..: 0:(:marg1n"":tlg'U.r9S !or 
t=.e t"'flO' wholesale customers: :SDG&:E:' a.=.d ;~Long,,::aeach:~;( Exn1'olt.:.: 1:-0.7) ';;;:::'.~We",,~,,:'-: 

-",:'11 \:.se· :t=.ese "'percent'::o!~ :narg::n It ~!:tgures·":to . cO!:l:pute the "wholesa.!e :.:-:. '::: 
c~tc:le:,s' ~ C3.~a.c:. -:y :cha:-ges· -oased -~o!l·,the;"iarg:'..n;:to :-'oe~ a\:.tho~i:ed '!::n: -: ':'.'~' 

':!':.e c.ec:'s :'0:::: i:i::' this': case': (EXhi"O it, to; ; :'pages ':e=9} ~ : -.:: ::: ~. :: ~.~ :=~~. .:: ."'.." 
.. . . . 

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

"..~ -,". ~ .. -.~- ... - ..... ","'" f""o.... '...... .-: - .......... ~ - ...... , ... :. I. -r •. ~ ....... .., to, ___ ........ . 
_. 1 ........... ,. __ .. ' 
'.':' __ ... -,'"," 0 



A.51081 AL1 /'c::. ... ,r 

. -.!n. ado?"t~ng: SOCal:"~5 :-:BSd:LE: ".-co's.--e:: s:euc.y: ~0:'::th:1"s: -;p.ro:ce:eA1,ng,.; ::- ;."~:-: 

·lIe :lote that· i: D..:92497'-.in ,S,~Cal ~s"- ,1~9S,i: gene~al ::.r,a.t.e· ~c:ase:,:'.::w.e: S:~ted:~,: ,: " 
I? ':[WJe'":a.r:e··~at:trac't"e·d· by:the-::si-m'Pli'C'i:ty,·,ot." :-:;"" -:;~,.: '..:::-' ~;"'; .. ' ,:-"~ ".-,~ 
SoCal"s pro:9osal to ,use ,::b.~ p,er,ce,nta.ge ~.. __ .. ,_ " .," . 
re!a.tionship 'between "thew-holes'ale 'share 'O''! ',' . ~ - . 
the ma.rg1n:based:.on t,he, BS&.LE co-sot :alloeatio-n:' _ ':.. ' 
methodology and the .. total proposed margin .... 
applied ·'toouradopte-d. ma.rg±:l.~: r- ,,<, 'CD ::92491;':' ::-:: :-- "-~ > 
mi:leo page- t 42') .- ,'-:' ',' _ ': "; ,.'::- , .. ' ~~.:.'~::;- -::.:".: .~ ~,.~, .:::- '. ':: '~.: ,'':.~ .::. :: '. 

-SoCal' s wholesa.l.e customer-s -:gen&:,a.ll~;~accept.ed, the-:~S~E~:: .. ':: 
30:-::<5.:r p:"epB.:"ed b:7"S:ca.l!,~ Bo th. SDG&E ::and -L~ng:::Bea.eh:: ercss.-::exam:t~ed ': . ..:..: _:= 

SoCa:.' s wi t::.esses -to ,-make ~ sure :tha.t ":::h.ey-,~were :::_no,'t"c!la.rge:d.--:~ice ~~~ ~'.':' ~ _: 

certa,1:l. costs they 1~cur ~:l. tD;eir:,ope:,a.tions~ ',~~he ",:costs.",:tha.t.: .. :..:- ":-"~;::":.":~ 

coneer!led SDG&E and Long Eeach. were:,. ::!or -:exam:ple, :~cons.erva:tj;on{,eo-s:ts t .: -- ------- -_.-
ove:rp·res·su~ p'r'otect ioc,· "costs:;.: PCE cosu:; dis tri'but 10n:::eosts.~ ': and 

uncQllectible: cos·ts;;·Cross-examination':·o! Sea.l!'::showed tllat~:none-o:r::,,::-: 

these ~ eo·st's: ·,{ere~ all-ocated,,: to" tlle.· wllQlesale--~ cns,tomers .. 'c· -:: :'.: ~ 'r: ":.:--' ~ ~ ... ' ,-.. : ': -: =. 
SDG&E.' poin.tec. .. · ot:..t· ·tila t· SoCa:..·.·~~tr.ess.:, :e;:"ac.y:~ r.e.·".is,ed::. ~~' :~.,~< 

projeet1o:l. o'! well repa.irs resulting i·n.'":a.:redu.e~io~0i'::$1.1:,9~:,~qq.:;~o~.:.,;:: 

$~ a 7208 ,000. SDG&E req;ues~.~.-,~ha.:t': ~h1sir,e~'\le:tion.::::Ce. re.eognized in the 

tOO :-
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.. ' ....... _ ...... \ 

-:::.a. t exlii -o.::t texelud"l:tg: :L,"q'G-::and: ~en:: :se.ctl:o:u ·c'o.au):: o:'£:.z .::2:E5:5%: :and 

.4596% 'fo',:: SIlG&3<and '·:Cong ·~~ach~ ~&s:peet:CveJ:y.:t .":3.re~~s-:r.mirar:~to·~· .-:: :-: .. :::: ·c··· .. 

~e:-ee!ltages of :nargin. d:evel"o.pect>i1l. -SoCa:l ":s~ t981.::, .. gene1"a.J:~rate<ca:se of 
,..- -'~, ... - '.. • ....... ..... ... - • ,". <- ~ .... 1"- "... ~ " ... , ... _ .-, 

2.2269% and .. 45e1~ (.D .. 92497~ In·im.eo-.page :t4'3J:.,.:·,.:,~~~~.::.~·: .:".':~~ 
- • _. • ... ~ -. ~ •• • , •• "".... _.... " 'P"' ~~ ..... , ..... _ '. .,... " 

~he '!ig"J.Ns, of ···2 '-2r55~ and ·~;;45·96%:-:sho,uld :'be,~ ~ed to·;-der1 ve 

the ·..,holesale custome-rs~' :~capa.citY ~ci~aiges.·.tor· test~iea; :)9e.~'~ ::: Por 
eX3lIl:ple ~ if the totala.~th;rized~~rgin. ~~~~ "t~b~~ ~'~:7; ;~',~~'.~ 
$1 t 000 ~OOO ;000' (eonsl·sting· of ":the ~ cu:-ren:t!y :a.u-::horized ma.:gin~o'! $125 
:i:!.::!.on. plus::thema.:-gi'n·i:ic:-ease::adopted·::in:-the t.est:y.ear j9S;:- .. ~ ,"",- .. 

c.ec:!.s :!.on) ,then SDG&E "s : ca.pacity ':charge ::would.,.oe:'.S22; 1"55,.000:,;:- .: ',: ',' .~.:-:::: ': 

a.nni:ally~ and 'on a.monthly b8.3i5:,$·1:,.846-,250:. ~ -::::::'': "~:.~:" :;~;,;: .'_.,:':--:~<: 

3. Purther Rate"Desfen ,Constd:erattons": '.'"< .":" =.~ ::~. . .. -- :.:: ::':;-: . '.":': ': ,~~< 
The' Commission..: -.till.. examine ex1st-ing; :ra.t.e.:: ~~.s:ign:: in.: ,ScCa,l{.s:-":: 

October i 982: CA.'! proceedln.g-~:. The" revenue.: reCJ.u1r~ment:; ado·pt.ed: ,in:, th.is~:,:.:: 
:p:ooceeding ',rill be· combined: with: the:-1'evenue:: :-equi!":e.ment,·,·a.d-op:t,ed::in:,~: .:-::::­
th~ CA.'! :p r-Oceeding: and- the·· to·tal·,· vill:: be: .s.~res.d': 1;:.'1,-, a.ccord:anee: vi th 
0'1::" !indings in th~fCA..,!.proeeed,1::lg~ ': .. -.:'.:':::.-: ";-;-_::"-; :":',",,' .::- '~~'_:::"::-:::: 

:X!I. Findings- a.nd;Conelus10ns~;.';':::"": ~:~~.:>:::. 

/",_.... """.. ,-.. ~ ..... 
A. ?indi~gs o! ~aet " -' ... - .... 

1.. 'SoCal is' 1i' need:' ~f····~d.di tiohii ~ re~e;u.e; b~t'~ S'oC~~:-s:: amended 
:-ee-..est 'of $4~4 ~i'il:'1o~" i; 'exc~~~s1v-';' .. ·:':" :~,:,,,::: . _: . ..:,:.:': .- ~':::::':: '.<:::' .. :-:.:\",.-:; 

• 2.. :h~' :-'~b~tIlm~~d.i:J.tion~-·~! the'~.' parties to'=thi's':proceed'l-ng-to'"r:':> '" 
.. ,,,,._ " ,.~ ~ _ " " .... " ," _ r t'" , .... ,..~..., .... 

::-etu':"n. 0:1 e·q,'ii:. ty a:-e' t-oo ~igh."C" :b.e" ~~v:!'~d~en:ce: :tn :'tb:£s'>:9'roc:e:e'cf'fng: "-:;:~ . .:.'.: 
~' ~ ..... ~ ......... ': .... " .f.-' :~".:. >',k',_ ~':':' .. "::"::::.,,,, .:.:--- ,\ .. ~ .. ; .. :-~ .. ,: :'::,:,::::: :: ..... ~\',~\-: 

S"..lp~o:-",s.3. _owe:- :-e .. t'.:'n on equ ..... y. ,.' 
' .. 3-.. ': A'::-~te ;~ :-et;';'n' Of';12~~80;i:-ozi:"th:e- c~'~b1;e;d ·:a:do·~t'e~:(:-ate,:"· ~.,--: 

oase is' -:-eas'o;~';:'~. . ·S~~~ .'9, r;:f.~~·~o:t ;et:u~n \i-i~i1:~ :~:~'o:vi~d"e ~'::r:itu;';:':;n=" ','":-
. .~... ',.,. ,,,- '"..... ,_ ',. .... ".... ~-. _ •. ,T ,_~. • .. • • .. 

e~\:.! ":'1 o~ a.p~:,6xi:ia.tel:r· ~ 5 .. 75~ . and' a: t1:ies''-:(n {i"',f,iiit -c'o;;;er;'gfj -':riit'e:;::': .:" 
, ., 2 - CII''I...r· ~. ,,, -.... "" .;'~·:~P::- :.:-:<::::: :.:::.: ta.."t l 0... .. ... " ........ 9. :-~ .. tl:":l on. ca.;> ..... ~ _s ....... e !ll ... ~_::num :leel.i.e... ..0 

a.-:-:::"a.c~~a.~·fta.:' '~~. ~ ~~~on.;ble" c:~s~:- ~;d rio~ '!':l'Os:r:-:" ·S·o:Cai:' s··t-:-edi t .. 

!. - ;·d~e~:"n. a '~2.s·c'i ::it'e'd!":-;t;::l.dil:'''~h~ '~c!;~'~ed":'~;te;"oas'~;:~ :'::.: 
• +< • ~ •• -. "'" ~'" • - " ... ' ~ ',' -""..', -' ...... ;:-- ...... ""'"' ..... ".:, .. ~ .- ~ A, .... _ --,_ 

soca.:. ·-s :'as~' :-a~es ~e'ed -:'0 be' f~cr'eised e'~!~ctrve 'J'anua:-t "1·;" 98; '·oi .. ,.-
S2~9,798,700. 
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,5 .. ' " An' a~Iowan'6'e >!'O:r"'op"er'a:.tio,nSJ. :ancr':!tD.7a:ne~i,a"l :a:tt:r::[t:!:'o~n is' .. 

:ecessary· fo r' soes.! :'to --'o!!set increa.sed ,~co's:ts '-:tn the ";.'s~co;n;d;::ye,ar':; ,::.:' ": =.: -: :: 
du:-ing 'wl:Uch:-the -new :~ra't:e's.<rl,!l:;;!,'ema1\n: :-:!:"n:-:·e!!e'e:t~';:;:?r'ov.t"d:tng.:a,:s:te~ ;:-:,;'>":' 

ra-:e increase ~e!!ectlve;'" January . .'1';' :r.9S4:1s a;:'reas'o,nable'-:means =to .::: ; 
properly re!1ect -the's'e :'in:creas'&s'in:C:Ost. ~.: ::;'":: :J':'~ ~."':::::.': ."::': ~ -..:.: :.' :~::,::-

, -6·:' '':-It :1s dift:l:eult ~ to -:est~mat&~'the -::a:pp~ropiiate -:e"sca.'Ia't:ron:,:~ :. ;:'.- ,:'; 
factors for labor and nonlabor expenses fot"tlie':at'irlt~i:O:rl~Y&a.r=:::: ;~.: '",;' 

':he!"e!ore,' the" adol'tion~ of a.liindexing -pto'ced:ute:' !,j:r "d:e:'ierm1:i'ing ,ille 
198.1. attrit::'on allowance"'is"reaso'nab'le to' p'rotec:t S:O:Ca:l":as-w.el'I:::-as':·~·:;:'-:':':;-' 

the ratepayer;' !:'om over ';·orun~eres-:'i:rla.tes: of :·the>J:ab'o:r: arid' rionlab:o'r:-:':·.:" 
escalation. ~actors:':' ~<: - ~ ... ~" "'p' .~ ~ -: ~ H ',' ,~ .. ,... '-::~ ~i ... ,:~ .. :. ~:\ .. ~ '':~ ~,r:'':: ~,: .:.:- ,~.:": ':~::~ ~:::: ':':: 

7. ,!b.e DRI CON~ROL forecast is a. :pu;1i:r.fsh:e:d:;:rri:a-e'x~·-:an~·~:rs:-:-::::;::-:'=< 
:"ea.sona.ble·~ !or: Use ,. in:::ceieuIat:r:;ng: SOCu"e: ~a:ttr:r-tio-a: ;:a'Il:o~w.a:ne~:t'o:r"':" : 
1984. -~ -,~ L>:.'" ... ~ "~,"'~':~_~-<\'.:';~ ~: .... 1: __ ·\· .. '·:· .... ' ·~c~~':·.:·: ~:-:::.c-:.~ I~":-.·; I:_:.:.::>c:·.:'~:'" 

8. The actual amount of So Cal 's attri tfoti·'~a:£:toWinee:::'!o:r 1:984::~~ ... :·~~~: 

is best determined":f'ol:lortng ~tb.e--:!~rfngo-fax(:ad:Vi:ee'"Ietter::bj: So6aJ. 
on or before'Yovember::r ,.':'1982 ;'based :oc.~the-'a:ttr'ft'~o·n~:al'l:o·wa:nee ,:.,;:. ,::;.:<":~" '" 

calCu.la.tiOll ad.opted ill thi:;(":decis1on.,,:,:adj'1.isted:<-to:-::retlect: th'e: late's't':::<· 
a.vailable ::DR! ".CONTROL":!orecast for the CPI.:aKl:I 'Jrb·a;n;.:ConsU:me-r,s' index 
al'lc, the ~ ?P!:- ': !ndustria.l'-Commod:1ties'~ :rnd'ex ~;fo'r' r.984. '.' ·;'r·h~(-b,a:s'e ,~-ma:r..:~ -:~: ;:'-::~ 
a1.so be ad; usted ~to·refiect-·cha.nges ';in -:tho;se ;:'tnd:ices. t~or ::1~982'·,:a:ndi·~'.';-:::::i: 
~ 983:.~· .. : .... ~ :"'" ~:-:~-:<' .... -. ' .. ~.: ~ ~ -.. ':~-' .:,~. ~.: ~ -",~':~"~:...': .':,",~·.~:'-:C.I=:'::::: "I~-("I':~ ~:4:~: 

9. !":~ is','reasona.'ble ·'to ado:pt::the,S'taff ~:nethodo!ogy'.:;f:o'r!:· ::- ,,:-:.:.~: '::<:' 

es~::':t1e.t:':.g :"ate 'base increase in the att:'itioc. yea:::. .:.:.::..:.:-: ..... ,.:::-:': ... : . .>:. 

~,02' SoCal' s "request'totaling ~S;9 ::mi:El'io:n'--:!O:r':f98:;'::~cO:nse:rvation 
p:,og:-a.:c. expe:c:i -:ures~ i's exeessive in:;-vi~Y o-t':acproj'e.eted t'ge:;:;,revenue:::.~· 

requirement;' o!'$76 ::;:::million -for ·CCA ':!u.n<fed:':':eonseivat±o·t!:'-:':p'rog,rams :~:: ~:,::.: 

It is tlle:-'e!ore~ rea.sona.'ble:' to:'m'a.ke·-'a:::signlficant::' reduct'ion to:Soci1 t s 

... ", ... - ,'. - ,'.... '\ ,.: ",-
• ;, ........ >... 

102 :-,: : 
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11 ... 'l:he~ ~am~,unt _aut:h¢:~:i~d: :-in .:th1:s~ :'prpe:.e:ed:i:ng ,'f:o:r:-~·"eo:ns.er~va.tio:n 

prog:-ams,.;. to:gether "with the ·::;am.ounts.:.tunded thr:o-ugb.,')CC~~,ra.tes:~l:l.c:.::::::.':;.::: 

ena.bleScCal -:0: ,c¢nt:i:n ue, ~a.n: ·.e:!:!e-e,t 1-:·(e-"eo-nS',e:.r~v.a. t:i:O'~ -.pt:.o'~am', :-i.n. :t9S3 "::' "': ,; -:-=.; ~ 

12. ~ :It "is.·:reasona.bler;to- a.llOv.:SoCa.l .. :dis~re.tio'n,::-to:.s.llocate:up. '>;,","-: 

to $1.0 million among adopted 1nd·iY:1.:dual ::eo:nse~:t:~ti~:n.:1l·ro·~.a:ms,,,:~:krJ.'1-~t.:-:':.. 
funds not. ~spent .:d:uring .. the ,":~ear, sha.ll~.~e :;ea.r::rie~-=:fo~~rd:.!or:future 
use 1:1 eonservat.io·n ae·t.1.v1t.ies.. .. ·:. ..,,~ ... ,. rl~",·. " ........ ~, _ .... ~.~ ~ __ ~ •... __ ~~,'" 

• # '_ .... _'. • .·-ow· _'~.;_" .. _o'- .. .... • ......... _ .. 1_' •• ...... .,." ............... _ .... _ ........... 1.,..' .... _ ...... . 

t3. ·.~he .:-.sola::/ g~ eo:nse.r.va~i~.n ~Pr.og::a.m..:~s1:;~ul~:. be.:~~se.qJ?t~n~~~.~,-: ,c.:::' 
beca-.:se .. the. p:"og:am: is' la.:=gel:r an ad;v:er.t.is::Lng::.etfox::;·,.:~d 1:s .:not:-eost:: ' 
e~!eetive' ,to. all ratepayers 0:: Rat~I>a.ye;l:s. already,":h.a.~e::a.-:su'b~t3:n~:i.al-: t:::~ ~ 

eom:ni.t:nent to sola: energy use in th.e Sola.r Wa.ter Rea.t~l?::l:-::';'::: :'.:,~::~~:'::::~ .:. 

De:nons~ration ,P.i:nane,ing~.pr.og~.-: ,.: : ... ::-~ .. :'~~'-:C·;: "::::::::':'i::;: :::: ';':-::': .' 
14-:: '~"The . ...a.:ppl:i-,a.nC:~ .eft1.ciene1 ... ,p:t:o:g~.aJl1:-S!!C~~ :.be.::dis.~o~~~nu~~;~ ;.:~ :::.>-: 

beca.use th.e program relies heavily on advertizing and is :lot eost- . : .. ~.:' . 
e~:eetive to ····all ...rat&~8.1ez.s. ..... f"r __ ', ",. -,' r< - ~ .* r - t-~. ___ .. , ,.. ,.\~ ..... __ , \~ r', ... ,,. .. , "" 

~ . • ....... - ... ', -. ..' . .., ~~ ... - - - _ .. '.. ... ....... ~.,' ...... ' ... __ .-.... .... .................. _ .. _ _01, ....... _~ ... ' ,,'...... • _ 

:15-< SoCal ~·s,t:eq,u~s1::;:!o:r ~~e.;~~~s~rv~~i~,~,;:E~~~~~i~.~~,":P;Cl~~ ~~ .. :.~. '~ e 
excessive. r ~Eo,wever r ·-some "!und.1·ng .. t.o :.deve-lol>.::,.t.he ener:~.,ha.-o.i ts ~.of> .. " ... ~ 

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

ele:nent.a!'1 and secondary ~ schoo,l ~',S~Ud~ll~S ;18 :ne~d:~d~.:: ':",,:;,::,,: ~::. :-;:..::::-.:. ":";.: :"':: . ."::: 
15_: .. SoCal'.s:.:tunding r.equest tor the Enex:gy::E~t:1'e:~~e:r:A1ldi~s.-=~: .. ·:: 

~:-0g:-3.!Il: i·s exc-essi-ve •. ,:: ~h:e -:eost .. effee ti veness::o!' .:::th1s:p·rog:-am :rlll:. be ~;;. 
i:llp:-ovec. . by·e!:tminating. c~:"ta.in.:J~et1 vi tie.s ;~Yi thin ::the2program,~:.:: ':0:' :: '.~ "::,:' 

17. '!he N'ev Comme:-eial Customer Conserva.tion Program should nots,: . . ' , 

be !u.:ded beeaus-e -0!..:its·h1gh.·eost;~:and,~·the ques.ttona.ble,:cost7': c· 

e!~ec-:iveness. ... - .... ,- ., - _.' ..... 
~ k, _ \. ., ... _. ,.. .. ,. • 

., . ~ 

,',,'" ". !" i,"--,:"'",-"'''''' .',,~~ ',., , .. \-4: .... _ ........ _ ... .'_~ _.c 
.~ -." .• ~, ., ., ..... , .• .,.',0-- ",' .; ..... ,.. ." ".'''' '~_~_ \. .. ___ .. ' • 

. ' ~ .. 8~,., ::he -cogene:-atie::l ~PX:0·g::a.m ~·~hieb.)tas ::c.een,:.~unded 's:i,nce 1919 
:.as .provided ~:no resw. ts~; sO,.'!ar and.; the p,r~s'pee:ts ~9'r.: :tJ?~: !~'ur~ '.C' .:-":~' ":~. : -::: 

./ - .. ',.. 

i:lc'iea.te ,no..· c-b.ange .. .. :b.ere -is ·,no ~j ust1f1ea. tion to, conti::l:ue·-!und ing- ' .. - ,- -
, ... - .. .. .. . -.,. '" - - . . ".. ... , -~ -... -., - - ... -, ..... 

. l' 9.·: .. ~he be!:le~i ts- to~" the-: ra.tepa:rer-,,~rom~ tb.~:R~l?~.c.el?-t!.~-: ~~;.i'":::- ~.' .. : :.: 
CO~"::-'l:.e":ion Se:-vice to Customers prog:-am 3:19' :"e~y;.unce:r:tai!l. .. ::'!b.er:e,;.:.­
:'s ~o j1.:.st1~icati.ol'l to ha.ve the ra.te~ajer tund ":b.is program. 
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20 ..... '.-~lle ~RD&D.ex:pen:di tur.e: J:evel ado~ted: :ets • .:reasonable.:,'"and: wil:!: 

allow :SoCal: to ,'con.tinue ~'lta ... :programs at about ; the- : same :le"{,el as ::in::; S';'? ~;' ': 

the·:past..,,. ': \~. r '.:' <::::.. ; .. ~ ~<, ::,::~:~;::",;::,:: :"_:":'''~:: .. ~ ,:~:~: ::~~,~::- C~~-).:: 

21. ~he ex:pelld1.tu~elevel·a.;,·a.do·pted iIl,;.tlle-:r.e:sults 0.t;:-0,pex:a:t:10;n3.:::::. 
are reasonable" and nIl :::;perm±t SoCal~to:.;earn;:'tts".:autho'r:tzed.::~ate .ot' . 

return. in., the:'testyear'1:! So Cal ,prudantl:r::ma.nages .. ,1:ts o'perations. : ....... :- ,:.::' 
22. ~he; wa.ge, increase:, negotiated -."01' SoCal ;"!or;.t98~ :;a.nd.:.t984 ... 'i~3';<: :';: 

:-easo!la"ole 'for use i:1 calculating ex;penditurer~levels.::!or,·:tb.e:-test.:'·: ~.~ -:- ;;".,. 
yea:- and'at-trit10n:yea.r;. ",": .: .:.,: ~-',",: :~'_::.":.':='., .. ,,"'; ::..-: :'. ",' 

2;.. SoCal ~ s': request.: to -annualize ;"wageS: shoul.d.;:-be~=e jeeted.:::s inca:: ::-:: 

:-ate :-eliet' is granted at the onset of'the test':Y:ear. .. ·; '--:::"' ,;.~ :::"';'~.>~::_;-.::-

24. .. - Eased _.onthe":'N'ovem.be:r: 'DR! .CON.'.mO·L .. toreeast .. ,.::--:!:t'::i·s ':':-~: '., ~ 

:-easonable to:" adop~' a. ~ nonlabor~ escala.tion;:· ra. te':o£ ~ .:1%:-:for·,:'~: 982,;.,; and ",:"., ': 

5.3~ for 198;. ',~ _ ~ .. ' '.~,:' ';.:;, ',:::.:, '.>: :.:::~: .• ,.-:._:.:.:-:C':.:.::.,,: 

25.' . The use:' of' the November:: DRI:.·CON.TROL~f'orecast to::esta'b11sh 
"'onla'"'or· es"'alatio ... ··· ra.tes '1s res,'" 0'" a'""" e· - ", '" '.' '- .... ,,_ .. ,': . ',' ~'. -." c.;" ...... , - ...• - - " .... ,l.J w -...' .. .... "'" ,~. .. _ •. " --.... _,~ _ . ' ...... '"', "" _- .. :_. '. ... "".' r , .. _".' ... _ 

25~~ So Cal , could:"' have "estlmated-::gas'"losses ~!rom~sur!ace:J:.eaka.ge,,. '::-­

ineide:lts. a.:l.d':l'lant.-blowdowns .. " It~is not~reasonable'-f'or the :-..:,-:-:;.,~::,: 

:-atepayer to ·oear the consequences of' SoCal r slack ot'::dilj:gence .... 1n:: .''-;- ::-: 

pursui:l.g recovery- of:'tllese'" eX;Jenses .. W'hich.':oceurred~·p=ior·:to?the test 
""ea'-' ~ -0-.-- .... ... .... '-, ". • I. .; • • ,.. '-. ~- .,. ,/ .. .. ,~ ,~- ",.... ~ ~ ....... . - , '~ . , ... : ;:: ~ .. ", :: ~J ..... ': :~ _ :~ ~:. ~ ..... ."':, .... ' 

27., SoCal should .. not; receive.:'funding~:for ~pre-:1:98;<.10~ses:-:d ue~:to..:.:::: 
:nig:'at:!.on.. of' ga:s:"ou.t,.,-ide-'i -:3-' s.to'rage:fie'lds,.·~ ... I,:t~:i,s:"J:howe~,e,r ,~:: ":,.~.;,: -::: 

:-easonaole ':0 allow recovery tor these types ot losses i::l the. ~:t!lre:>:-: ~ 
by :nea::.'s~~-ot:,a:c.e!e:,,·red·account •. ~:~~.~: ....... ;.:: '..::: ~:,.::~ ::-:'.'::: ',';: .. :: 

28. ":b.e: ra:~epay.er' should': no t-: have:-- to - t'und AGA-. dtl.es~ sine:e ·the.:: ::..:.. '::: :, 

pri:nary purpo.se ot::t.he~ AGA;:'1s": to: p'romote': the:' ga'S': lndus'try·:,:and.:.th~:'~. :.;,' :~,::: 

inte::-ests of its stockhold.ers:.:-·, ~he'" ben..e.fi·t~:.:now.ed~th:-ough::to .. :: tb.et ::,~,:; ": ':.'~ 
::-ate~aje:, is i~cidental. 



A.610e1 A:J/~ + " .... _ .. ~\"O-_f- ",:: ... ,.~ ~ 

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

29..- ,'. SoCal :aid, :'not ~demon.stra.te' th-e' r'easona.b:l;~ess':o:f'?.i ts':!'WldJ:ng 

:-eq:u.est!or dues .. "a.nd:·':donations ;... It i;~', reasonable ",:to .: allow-::S<:lCa.l:'no',;:'::';; 
:::.ore O:ha.n the amoun-: a.u.thorized in SoCal fa last general ra.te case'::,!or":;:' 
ex~enses":-eIa.ted to ~Other' Dues ... ThaO: ·'aXIlO,unt' 1s:$1:09,::000;:-:" ~,~:,: . ., 

;0. 'Since the' "reasonab:teness,-of -all Tel:l-:Sect:!:on expeuses:·Y11l-: '':.:: 
be the, su.bject o'! a~seps.ra.te :-:p~oceed:1;ng,. .~1t:'fs:reasonao~e;;-to,::allow~",:~.~.;-.-: 
SoCal.a·ba.J:a.ncing~:accoWlt,:.pro-cedure· to .. renect,opera.ting.:~·expenses.::!or 
Vi -:hc.:-a.wal .. o'! .... the : cushion ~ gas - : _ :" ' .• ': ;. ' ,.. -Y- , • ~,..... ~ ',,,.. __ ~ .r _ r, ~ ,.,',. ,.., .... : ............ ", ,,,,> " _ 

• .' ... "" " .... _ .... "' ...... ' .. ~". "",',.,.,\" ....... _ .- '- ...... '-''-rt'''.,''' .. 

;i. It is reasonable to treat ~en Section. cusb:1:on:gas :aSr·ga.:L in.: 'C":, 

• ".,J 

ratepa.:re:-s i:l the test'Y,ear .. ;:··· ',- ", . '''.- ":- -:-:: ;:'::-:.::-:;::, ~".:: .::::' __ ':'"': 

;2. ~b.eadopted:treatmerit.:o':C :'l!en: :Sectt'o'Q:'expenses.:1n' ·the test 
yea:: should not, 'in: ~y YS:'$" const1tute,a:.pr10r, appro,va.1,:::o1".!~·the ,' .. >;~:~,"':":.' -: 

:-easonableness o'! any of the ex:pendi tures. '~:': ~ ..... . 
;;. : : Beeause ot the :uncerta.int1'::0~-:the'da.te:of implementing .. the 

proposed Pederal Su:-ve:r Regula.tions: tor " gas leaks-,..'· it:, 1s;:- ,reasonable.-.:::::~ 
to a.:Lloy So Cal to. establish.a.::de!erred ~'aeeotUlt.··,so~tha.,t-:any:',ex:penses 
i:l.cur:-ed in the test. year." could.~ b-e recovered ~in.'. SoCa.l:' s.'::nex:t"'.:8eneral~ :"~:. ~ 
:-a-:e ease proceeding. ':. . .... " , :: -"';:~'.';,~:::' ':'.: -:,~:":.. :~' -,,',- :--.:-: 

;4. 3eca.ttSe: o!::- the- d,1!ticul t:r .. ill :,est.imating:- PCE~ r~la.-:ed._, ";';,;: _~' -:. ': ~.: 
expenses in the tes-: year, it is rea.sona.ble to alloW' SoCa.l $';.0 . -:~' ':-' 
:::.il11on: in experises':at this-t1:ne,:a.nd·:this-a.mount::w1Il~be adjusted~': 

'!o:- ove:- 0:- und'er' expendltu.:e': 1:tf SoCal t's~' ne:ct..~ gerieral: ra"t.e-: e'ase---: ~ : :.' .:' : ~ 
:?roc-eeding.' " ':, .. ::- -, ~ ": -: -:.';:: ~:, -:..:: .: '::: ::::- ,:~. ::: ~ :, :,':' ~ 

'35. ~b.e pe:-centage ot margin figures,:- o,~,: 2-;.215'~-: 'an-d.:: O: • .¢596~"'.:,~< T,:::' 

should. 'be us.ed',to·,de-r1ve the'~test':rea:-~j98;.':Yb.ole-sa:le::c-us'tome·r . __ ' 
ca.paci ty: cb.a:ges,,: tor.: SDGd:E': and> Long:-: Eeacb." respect1,ve-ly:.: ,The:se:.:: -:-::~' =~:;:: 

"1'15' ~ . 1-"""; .-.1_ 
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_' .... ~ ~ ... i', 

... ~.". .. ,. ,", h_ " ..... _~ .. .,L _ ~ 

3. Conelusio'ns (;f La.~ .-
~ ~- ..,- -,,', ~ '"'- ' .......... : .• \.~ ....... ,,,...-,, ... " _"",,"'-+ .~"'~"':'" .. _,.., .... ·_,·1 .......... ·· 1 _ '.ro.e:l:SoC3.l -1:3. 'authorfiedto'file revised "ga.s· ~ra.t'espUrsuant:-",,~ '-

" .-: ::..: :--~. . " ~ ,> c.: 0" ' ••• ~.. ,.,. -:: :. "1" ~ .~ ..... ,", ~'-: .. : ':~ ~ ~ .. ~'.o:' -: ~I": - - -: :-: :~', ~.::'.:': ',) '~ ~ ,:'''' ~ ',~ ~.: 

to its CA.'t !iling~ it should be further a.uthorized to tlle- gas' rate!' . . 'i--:, ;-..." - : ... ' . ~': . ," ~ .e. "',' '"." , .. , /'"' _.",... .,', ~.~. , •• ,"'j - c-.,. _ ,.. _. ~ .. ; ~ _, :.- ~ .,...... .". "" 'f-. 

desig:led to generate.' the $219,.798,,700 ··in. 3:d:d'it1cinill " 983 "test-year ~ ':-::.'~ ' . 
.... - -

g:"oss revenues based on. our ado'Oted results· 0'£ opera.tion. in. this 
d' - .:.; .. ::::- '.' .::: ,::.,:.':~. .:~.~ -::<'''::J ';: _ .A::: 

proeee ::.ng.. . _ ~ _. _ .... ,. • " 
. ' .... - .-, ," , .... , ...... ', - ,,,," '. -' -- .. , ,_." .... _ r .. ' """ c ...... ,. I"'" ;..,. ~ ........ r 

2. ''!he e!fect.ive~da.te cit this·ord.e-r':-sh6UJ.d~·~e·'the date-it is 

signed b~cause there is immediate need tor rate relief concurrently 
or.. ~b. the comme:lcement of the 1983 test yea:: under to the Commission"s 
Rate Case ?~oeessing Plan. 

3· socai ~sh8U1d:::b;::a.Uthorized to tile revised gas rates to be 

eftective:Janua.ry. ~,-; 1'984:':to generate additi\jnal revenues.based on"_,,, ~ 
~ • ","" , •• e . ' _ , •• , _ ~ .~ I.' , ,- -',,, - •. ~ _. -_., .. ~ - .. '. -

01.1:" ealC''Illat:;on'fo~',att~it:fon as, set forth in this opinion.,. adjusted 
_ + fc -, ......... ~ r c ..... , • .-. _ .... ___ ,... \ • 

to reflect the~la.test.:a.va.ila.ble DRI Control foi-eeist',~t~~~;~l;i~~¢PI'- - ,: .. 
All U:-ban c6nsiu:l.ers:·~fndex and the PPI - Ind ustrial Commodities, index 

!or 1984. 

o R D E R 
~ - .... ~-

I'!' IS ORDERED tha.t:. 
, • Southern California Gas Company (SoCa.l) is authorized an 

a.:l!lual increase in gross :-evenues in. the amount of $219,798',.700. 
This inc:-ease in g:"'oss revenues will be deferred' to SoCa.lts CAM 
A..82-09-12 tor inclusion with the ra.te relief authorized in that 
decision'. 

.',. ' 

. . " .- . 

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

- ,....".~ 
-0-" ' ... .;-- ., ,., . . ~ 

.. .:. ..... "- ........ 
. :--.. -.. :. ......... 

.,.,.......... .. \ ...... ",," -.... /' '"'. - ~.' v 
;~~ --.. -.----.~ "\. '. 
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2. SoCal ~S autho~~zed to ~1~e an advice letter on or be~¢r~ 
.. -/: [. \:: .. : ':. .'~:-: -: . .; ~::.:: .: J:: :) :: 

~ovembe~ 1, 198; !o~ increased rates to .o~~set ~1nancr~-ana~-------
ope~a{io~~'l' ~~tt~~~i~~ "eo'~ii~t;nt' -~ii:t}{:-the' :-d."i:s:c~i~:i6i~ s~~'~6itli'f'1n . ' 
this o:pin~on. 

., . '., ... "": -, .~ - :.: ; - .~, .... :' ~ ~~ '" . ,j:: :' ~;';'"':'.~ -:. ~..: . ~ .. ,.ow: .:. -= ::: .,: ~\J:I-; 
Such .:-ates shall ::'lot ~bce. ef:t:ect1 ve 'bef'ore,"Janua::-y 1,. 

... : .. : ___ .':~,' .. 'c __ .,.~ • .:.' .~~':' "'" • :"::" • ':,\" ~:::.~ 1 .. ,:-:: I:.~~~~-:,.:~::,:~~. "',- :,,>",~~ .~'.~ 
i984. 

~hi~ 0;d.e;"·i~'-~t~~c~i~~·t·6day~ ~:~ ... -::'" ':;~:,~,~:':'.~.~ ':. 
"... ~ ,. ", + ,-.,"' ......... ,... 

Dated Decemoer.S r .' 982, a.t San Francisco,. Cal1~ornia.;···- -,'. ~ .. '.~ 
. ..' •• ,.. ,." - " ..... ,..,' 'w ..... :: _~ .. I .. -: ::: ,,_.' .. ' .. .; ... ~. ',~:l \'" :.:::: .:" ':": '} l~\:: _ . ? 

- - ~ ..... +. ,. ,- ~-_ c .: .... ..-,'" 

.... ,o,:,"'"-+' _. ," _ 
..... c ' ... 

....... ", ... ' . . . -. ... - .... ~ ' ... , ... 
! concur and - dissent· 'in part ~, - .: .::.;, 

'q '-. __ , .... '... '+ ," - ,.... .. , .... _. __ , .. ' ..... 1.... "'" ~ ,.. __ .... _ 1st RIcfuD"ri: ",GRin!LLE .. - ,.- ... ~ 
-. Com.ml.ssfoner·~ ::',''';" :'.: .::- - 7".:-::< 

"', ~c\ _ .. 0_ '"" .......... """ 

'., .. ' ' .................... , ............ . ... :. -_.'" ', .... 
.0,'0.'- ." '-, ..... _.,,_ 

~ '0" - _ , ........ _. 

" ......... -- ..... .. -,.,-,-,,,,,,­
' .. ," ..... -., .... 'v 

~: ..... 
..... ,' 

'. - _ .... r,..... __ , 
,.,,"" -­
~ , .... -" 

,,- - ...... , , .... 
, ..... ." 0." i-. '.' ..-',': 

1 Oi:, .-. 

.... -:. "" . 
"-. '~.'-:: 

. , .. ,: .... 

-,-...,...--~ 
...... ~ ..... ~~ .. -. ... 

.. ,~. ~ -.. 
1.>'--" .... _.;:' 

.-~ ... , ("10 r .... _,." '~ 
... ~""'" ... -~ .... -

~~ --. ~ -..- -" 
-" ' ......... .:: .--

....... o· ",: .... '-",,". ~ 
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APPEND!X A 

L!S': OF APPE'ARANCES 

A~plicants: nav1d E. ~ollett, John S. Pick, Robert B. Keeler, 
J~'!~rey :.:. Jackson, and Robert M'. Loch, Attorneys· at Law,. ~or 
Southern Cali!ornia Gas Company and Pa.cific Lighting Gas Su-pply 
Com~a.ny. 

Protestants: Eerman Mulman, 'lor Sen.iors 'lor Political Action; and 
Ja.:c.es Dycus and Virgil Ed Duncan,. 'for t.hemselves. 

!~terested ?arties: Michel Peter ?lorio, Sylvia K. Siegel, 
Robert Spertus, Attor~eys a.t Law, tor Toward Utility Rate 
~o~ali=a.tio~: Ke~neth A. Strassner, Attorney at Law, for Ki~berley 
Cls:k Co=?oratio~; J. Marc McGinnes, Attorney a.t Law, tor Santa 
3aroara. :ncian Center; Mike ?a~arian, tor Sierra Club; ~illiam L. 
uecht, Attorney at Law, by Phili'O C. Presber, t"or California 
Association o~ crtility Shareholders; Graham & James, by Thomas J. 
~.a.c:Srio.e z J-:-. z Attorney at Law, tor Simcal Chemical Company and Union 
Chemical Division of Union 011; Antone S. Bu11ch t Jr., Attorney a.t 
~aw, for California FarQ Eureau Federation; Rlcha.rd t. Ramilton,. 
Attorney at Law, for Western Mobilehome Association; Kalina. 
F.Osinski, Attorney at Law, tor California Comm~~ity & Junior 
Colleg~ Associa.tion; Earry K. Winters, for University of 
Ca.1.i~ornia.; Eenr:z F .. 1i ~'Oi tt t 2nd, Attorney at Law, fo,r California 
Gas Producers Association; Xar~in E. ·ihelan, J-:-., Attorney at Law, 
~or :ehacb.a.pi-Cumm,ings CountY' Water District; Brobeck, P'hleger &: 
Earrison, ":Iy Gordon E. Davis, William R. Booth., a.nd Richa.rd C. 
Earper, A~torneys a.t Law, for Cali!ornia ~anu!acturers Association; 
John W. Witt, City Attorney, by William S. Shaf!ran, Deputy City 
A.ttorney, :!or City of San Diego; Robert '#I. Parkin, City Attorney, by 
Richard. :... Ales80 z Deputy City A.ttorney, fo'r City of Long :Bea.ch; 
Jo~ ?. Bury, ;. Robert Barnes, Larry R. Cope, Susan ~a io. Beale, 
a:d Susan L. Stew!lauser, At.torneys at La.''', fo·:- 01l~ ern a i.ornia 
Edison Com?~j; Gre~g ·iheatl~~o., Attorney at Law, !or Cali~ornia 
~ergj Co:mission; ~andall 1. Childress, Jeffrey L. Guttero,. ~d 
"i:':'ia:n 3.eed, Attorneys s:: .taw, for San Diego Gas &: E!ect:-ic Company; 
Downey, E:-anc., Se~our & 3.onwe:-, by Phili~ A. S~ohr, Attorney at 
Law, for General Motors Corporation, OtiS M. Smith, General Counsel, 
~~d Julius Jay Eollis, Esq.; John L. Mathe"NS, A.ttorney at Law, for 
?edera: Exec~tive Agencies; Manue~ ~rom~~, for hi~sel!; Ira Reiner, 
City Attorney, oy Ed Perez, Depu~y Citj Attorney, !or Citj o! ~os 
Angeles; a~c Ste~he~ ? C~ouch, for Los Ange:~s De~art~ent o! 
~ater ar.d ?ower. ~ 

Co~~ssio~ Sta!~: ~~eh~el 3. Jay ~d Alvi~ s. ?ak, A~~or~eys at 
:aw. a~d A. v. Gar~e. 
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RICHARD D. GRAVELLE, Conunissioner, Concurring and Dissenting: 

I concur in tod~y's decision, except for two items, 
on which I respectfully dissent. 

First. despite the very small amount of money involved~ 
I cannot accept the decision to allow SoCal $109.000 for ItOther 
Dues." The actual record in this case does not discl~sc the 
organizations for which dues are allowed. However, staff·s work 
papers - admittedly outside the official record - show that SoCal 
and staff both would have the Commission approve in rates donations 
to such organizations as: California Taxpayers Association. 
Capital Legal Foundation .. Conference Board. Inc., National Business 
Aircraft Association. Inc .. Pacific Legal Foundation. San Bernardino 
County Taxpayers' Associ~tion (as well as Kern. Santa B~rbara and 
Ventura County Tax?~yers' Associations). and World Affairs Council. 
to name but a £e~·... However worthy these and other organizations 
may be. I cannot find a link which relates their purposes to 
ratepayer interests. In my view SoCal did not meet its burden on 
these matters. R.1thcr than consume valuable hearing time on such 
trivial expenses, I would simply disallow such dues as a general 
rule. Shareholders can direct managcUlQnt regarding the extent to 
which they wish their money s.pent for such. dues. 

Second. before .:tpproving $8,225,000 for SoCal's RD&D 
program. I would <l.pply the mn.jority's "invitation" (~. p.49) 
to st<l.ff and SoCal to apply the guidelines we recently approved in 
D.S2-12-005 in OIl 82-08-0l,to the specific RD&D projects for which 
SoCal requests ratepayer support. The main thrust of those guidelines 
is to force the utility to prioritize its RD&D projects in terms 
of their benefit to ratcpnycrs and thcir relationship to the utility's 
resource plan. After reviewing SoC.:tl' s workp3.pcrsfo·r the 42 RD&D 
proj ccts which the m.'1j ori ty n.pprovc. I C<l.nnot discern a sound basis 
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for allowing or disallowing any RD&D expense. Absent the 
justification which D.S2-l2-00S requires, I would apply the staff's 
proposed across-the-board cuts to insure that SoCal pursued only 
the most beneficial RD&D projects. 

San Francisco. California 
December 8, 1982 
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Q!INl.Q.! 

So~thern California Gas Company (SoCal) and Pacific 
Gas Supply CompanY' (PLGS) request general :-ate relief" 

~ounting to S567 million in additional annual revenues beginning 
Ja:.W3.-:y ~ ~ 1983, and a step rate ea.rnings attrition adjustment of 
approxima:tely $207 million, to be eff'ective January 1, 1984. 

Du:-ing the pendency of the ca.se certain events occur:-ed 
which had the effect of reducing the $567 million increase originally 
:-ec;.uested to $414 million. Likewise, th.e 1984 requested att:-i tiorw 
allowance was reduced from $207 million to $163 million~ ~hese 

changes are discussed in the procedural summary section. 

I. Summarz of Decision 

This decision authorizes an increase of $ in -------
gross revenues for 1983 and an additional increase of $_" _________ __ 

i:l. 1984. 
SoCal's base rates were set two years ago in its last 

gene':'al rate case proceeding. ~he increase authoriz'ed today offsets 
increases in SoCal's costs of doing bUSiness which have occurred 
since then.. The -erinci'Oal items which have contributed to the .. .. . 
inc:"eases are: inflation which atfects costs of operating and 
~aintaining SoCal, escalation in the cost of capital which SoCal must 
borrow to exp~~d and replace its facilities, and increases in wages 
a.:ld 'benefits of SoCa.l employees. Not included is tlle cost of gas. 

O::.e of the maj or i tec.s in this proceed.ing. is the :"etu:"r .. on 
equity wh:ch is the profit le!~ to common shareholde~s after all 
e~e::.ses, i::.teres-: costs, and :pre~erred stock dividends are paid. 
SoCal :"equested a return on equity of 20% and ar~~ed that such a 
:"etu:"!l is necessary in order to compete in the financial markets. 

- 2 -



A.61081 ALJ/'km 
,..... .. 

Equity is a riskier investment than utility long-term debt 
and, therefore, requires a somewhat higher return. While there has 
'oeen significant :-eduction in short-term interest rates at this time, 
the same cannot be said :tor long-term rates. Long-term A-rated 
utility debt has :-ecently been commanding interest rates o~ 14% to 
15%. We :-ecognize that SoCal must turn to these same financial 
ms:kets to :-aise funds.. Accordingly, we gra."lt. S'oCal a % return 
on equity. 

Dt:.:'ing the proceeding SoCal informed the Commission that it 
had discontinued development of its ~en Section underground gas 
sto:'age project. SoCal cited substantial increase in costs and a 
mo:-e favorable gas supply o~tlook than when the project was 
initiated. SoCal stated that the final decision whether or not to 
p:-oceed with the project will oe made later. In the meantime, 
SoCal's rate request was modified to reflect the changed plans !or 
Ten Section, which will be limited to removal of cushion gas now 
stored in the !ield. 

We denied SoCal's request to consider expenditures 
to the Point Conception Liquefied Natural Gas (LNG) ?:"oject .. 
p:-oject costs will oe conSidered in a separate proceeding. 

rela.ted 
All LNG 

Rate design is conSidered in thfl decision issued today 
covering SoCal's October Consolidated Adjustment Mechanism (CAM) 

application. 
As So :-esul t of this gene:-al :-ate increase" ar .. average 

residential customer's heating season gas bill of therms 
~ill inc:-ease !~om S ---- to $ ---- An average summer bill o~ 

ther:us will increase from S to $ -------- -----

- :; -
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II. SoCal's Present O~e~ations 

SoCal is a public utility engaged in purchasing~ 
c.:'s-:ri'butingt a:ld selling natural gas to customers in the Counties of" 
Los Angeles~ ~~es:lo~ !~perial, Kern, Kings, Orange t Riverside t San 
:3ern:a.~dino, San Luis Obispot Santa Barbara, Tul:a.:'e, and Ventura. 
SoCal slso sells gas at wholesale to the Municipal Gas Department of , 
the City of LO:lg Beach and to San Diego Gas & Electric Company 
(SDG&E) • 

SoCal owns underground storage fields at Playa del Rey and 
:3:ono:' Rancho in the Los Angeles a.:-ea. SoCal t under its contract with 
?LGS, opera~es sto:'age ~eservoirs owned by PLGS at Goleta, 
Monteoello. :East Whittier, Aliso Car.yon, and Ten Section. 

As of Decemoer ;', '980, SoCal's transmission system 
consisted o'!' 2,270 ::niles of pipelines.. Its distribution system 
contained 34,412 ~iles of various size ::nains and its ;,0;6,480 gas 
services supplied ;,79;,062 active meters. 

~~e capital stock of SoCal is 9~% owned by Pacific Lighting 
Corporation (PLC) , a holding companr which also owr.s all of the 
outstanding capital stock of PLGS. PtC also owns 28 nonre~.llated 
si:.osidiaries engaged in utility-related enterprises such as the 
explo~tion~ development, transportation, and sale of natural gas, 
coal gasification companies, anc. ect'J.ipment leaSing, and in nonutili ty 

ente:'prises such as ~ortgage loan servicing, ouilding construction, 
:-eal estate c.evelopment, fu:-ni ture sales, anc. ag:--icul ti:.:,al g:-o"/W"ing. 

?LGS is a ~\lolic utility engaged in ac~uiring, 
-::-3-"lspo:--:i::.g p sto:-ing, anc. selling nat'l.:.:-al gas 'tor :-esale exc:i:.si vely 
to SoCal, the dis-::-ibi:.ting a!filiate. PLGS sells gas to SoCal under 
a cost o~ se:-vice tariff a'l.:.thorized by Decision CD.) 76598 dated 
Dece:oe~ 23, 1969 p and subsequently ~odified from ti~e to time. 
Included in the cost o! service is the :'ate o! retu:-n found 
:-easo:n~ble b~ the Commission for SoCal. 



.~ 

As of December ;1, 1980, PtG'S owned 915 miles of natural 
gas tr~s~ission pipeli~es, including 19 miles owned jointly with 
SoCal. ?LGS also owns the Ten Section underground storage field in 
KernCour.-:y. 

SoCal a.."ld PLGS purchased gas in 1979 from various 
California sources, including PacifiC Gas and Electric Company 
(?G-8$), and frot:. out-of-state sources such as El Paso Natural Gas 
CoJ::.~~y (31 Paso), Transwestern Pi~eline Company (Transwestern), 
?edera.l Offshore, and Pacific Interstate TransmiSSion Company .. 

III. Procedural S~ary 

Under the "Regulatory Lag Plan for Major Utility General 
Ra-:e Cases~ adopted by the CommiSSion, SoCal tendered its Notice o£' 
In-:er::ion (NOl) on September 1, 1981, informing this Commission that 
it intended to file a general rate increa.se application based on t·he 
:-esults ot opera.tions fo:- test year i98~. The NOI was accepted for 

4t tiling effective October 1, 1981, and docketed as NOI 59. The 
a~plication ~hic~ was deSignated as Application CA.) 61081 was filed 
on Novem~er 30, 1981. It requested general rate relief amounting to 
S567 million in addi tiona1 ar..nual revenues beginning January 1, 198", 

e.:d a step rate earnings attrition adjustment of 3.pproxi:na.tely $207 
million, -:0 be effective January 1, 1984. 

Du~ing the evidentia:-y hearings certain events occu~red 
which caused SoCal to reduce its request. 

'!he administ:-ative law judge (ALJ) granted a staff motion 
against taki~g evidence on SoCal's proposal regarding its LNG 
P:-oject. Also, the ALJ deferred any determination of SoCalts 
conservation :-ewa:-d until a~ter a decision was issued by the 
Com:ission i~ its rehearing of the reward/penalty conservation 
incentive co~cept in the PG&E 1981 gene:-al rate case A.60153. 

!n addition, SoCal :-evised its plans :-ega:-ding the 
de·/e:'op::ent o! the 1:en Section unc.e:-g::"ound sto::-age p:-oject and 
prese~-:ed evidence on the impact of the :-evision. 

-5 
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Also, SoCal int:-o-dueec. eVidence showing the impact 'Of its 
April 1, 1982 wage settlement for the years 1982 and 198'3. Purthe:­
evidence was introduced by SoCal to show the impact of lowe:­
inflation esti:ates for 1982 and 198'3. 

SoCaJ. stipula.ted to ce:-tain a.djustments. The details of 
all the adjustments are set forth in the compa.rative exhibit (Exhibit 
141). The net impact of" all these changes was to reduee SoCal's 
requested revenue increase in this proceeding from $567 million to 
$414 million. The :-equested 1984 attrition allowanoe ehanged from 
S207 million to $16'3 million. 

Publio witness hearings were held on March 1 ~ 2, and '3, 
July 7, a::.d August 12, 1982, in :tos Angeles. Evening sessions" were 
conducted at the March 1, July 7, and August 12 hearings. A 
p:-ehea.:-ing conference, with Commissioners Ca.lvo and ~rew in 
attendance, was convened on March 4, 1982. EVidence was taken in Los 
A::.geles and Sa....'"l FranCisco during :58 days of hearings commenCing. March 
8, 1982, a.nd concluding July 7, 1982. This matter was submitted. 
subject to the :f'iling 0'£ opening and reply briefs on August '3, 1982, 
and August 20, 1982, :-espectively, and pending. oral argument set for 
August 1;, 1982, before the Commission en banc. 

Opening and/or reply briefs · .. ere :-ecei ved from SoCal,. the 
Commission staff (staff), City of San Diego (San Diego), City of Long 
Beach (10ng Beach), City of Los Angeles (LA), Executive Agencies of 
the United States ~ove:-nment (Federal Agencies), SDG&E, California 
M~~ao~u:-ers Association (CMA) , Tehaohapi-Cummings County Water 
Dist:-iot (Tehachapi), and Ca.lifo:-nia Assooia.tion of Utility 
Sha:-eholders (CAUS). 

T:-anse:-ipt co:-rections were received from SoCal~ the sta.!f p 

and ~oward Utility Rate Nor~alization (T~~). These oorrections are 
inocrpora~edi~ the record. 
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IV. Public Witness Statements 

D~ring the public witness hearings, 62 ~ersons made 
state~ents. All but one ~ub11c witness op~osed granting the 
re~uested rate increase. ~he public witnesses explained the economic 
ha.:-c.ships they have su:t"fered as a result of the 1981-1982 recession 
and the :-ecent s~ate of dramatic utility rate increases. An oft­
repeated theme was that it seemed incongruous that during, a time of 
s,;.ch eco~omic calaI:lity SoCal would re~uest such a large rate hike., 

Most :-a.te~ayers complained bitterly about the number of 
:-ate increases :permitted every year. ~hey were particularly 
cO:l.cer:l.ed with the inability of senior Citizens or those on low or 
fixed incoces to pay continued utility increases. 

Some witnesses expressed strong sentiments concerning 
SoCal ' s requested conservation reward which 'lias later withdrawn from 
this proceeding. Conservation, they ex-plained, has little to' do with 
SoCal's ma:ket s-e:-vices. Rather, they contended, conservation was 
the :p:-oduct of their inability to afford the energy to warm their 
homes, cook their food, or heat their water. If there should be a 
reward :t"or conservation, the p~blic witnesses suggested it should be 
in the fo~ of lower rates for the consumers who have previously 
su!fered the discomfort of higher billings despite their lowe:­
cons~ption. Some testified that they had heeded SoCalts ins,;.lation 
:-eco:menda.tions o~y to discover that, in addition to now having to 
pay for ins,;.la.tion loans, their bills we:-e still climbing faster than 
t~eir paychecks. 

Othe~ concerns noted by the public witnesses are: 
.?,;.blic witness hea:-ings should be held in eve-ry 
location in the service te:-:-itory, not just in 
los A_~geles. 

- 7 -
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.Hea~ings a~t~cting southern Calitornia 
customers should not be held in San F~ancisco 
because the ratepayer pays the cost of travel 
to San Francisco of both company and staff 
personnel and is deprived of the opportunity to 
attend the hearings • 

• Utility employees, like employees in other 
indust~ies, should limit or forgo wage 
increases because of the hard economic times • 

• RiSher gas bills would result in an unending 
inflationary cycle • 

• Conservation advertising is, unnecessary and a 
waste of money • 

• People's ability to pay has reached its limits 
and conSideration should be given to hum~~ 
n.eeds • 

• SoCal was seeking too high a return on its 
investments • 

• Rate increases should be limited to increases 
in the Consumer Price Index (CFI) • 

• SoCal crews could operate in a more efficient 
~ar~er and SoCal should tighten its belt • 

• Excessive research ~~d development expenditures 
often duplicative of ~esearch undertaken 
elsewhere should be eliminated • 

• ~he inclusion in revenue requirement for 
ratemaking purposes of federal and state income 
taxes which are not in fact paid is not 
appropriate • 

• Test year 198:; is so far in the future that 
anticipated inflation in the estimates may not 
occur. 
State Senator Alan Robbins also spoke in opposition to the 

rate increase. Se requested that the Commission require SoCal to 
find efficiencies "..ri thin its current budget to continue operations 
rather than grant the rate increase. State Assemblyman Richard Katz 
expressed ='is concerns rega:::-ding both the 'washington Administration '·s 
~oliey related to the decontrol of natural gas prices at the wellhead 
and the Economic ?ecovery Tax Act of 1981 (ERTA) which enables the 
utility to avoid flowing through t~~ benefits to the ratepayer. 
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Ronald O. Snyder. general manager of the Public Services 
Depa:'tment of the City o! Burbank (BPSD) also testified.. The BPSD is 
a municipal utility providing electric and water service within the 
Ci ty of Burba.."'lk.. EPSD receives gas service from SoCa.l under the . 
electric generation schedules. Snyder stated that the City Council 
has voted to protest the requested rate hike since it would lead to 
an increase in local electric rates. He also stated that in the 
event the Commission were to grant it a reduced rate for GN-5 ga.s~ 

the City o! Burbatik would pass the reduction on to its electric 
customers in the form of lower rates. 

Despite the vigorous opposition to the proposed rate 
increase ~ the general consensus is tha.t S·oCal provid.es good service-

Approximately 600 letters and several petitions were 
received by the CommiSSion and are a part of the formal file in this 
proceeding. The letters and petitions addressed the same concerns to 
which the public witnesses spoke. We will consider all of these 
concerns in ou:, disposition of this matter. 

v. Rate of Return 

The determination of a fair and reasona.ble rate o! return 
by this Commission is not the result of a rigid technical formula but 
:-a-:b.e:- a judg::nen::3.l decision :-eached ai'te:- evaluating the evide:l.ce .. 

~b.e united States Supreme Court has established guidelines 
~or ra~emaking bodies in their determination of the just and 
reasonable ra-:e of return for reg~lated utilities. Broadly defined, 
the :-evenue re~uiremen-: of utility companies is the minimum amount 
which will enable the company to operate successfully, to maintain 
its !in~~cial integrity, and to compensate its investors for the 
risks they assume (Fede~al. Power Commission v Ro~e Natural Gas 
Co=~~y (i944) 320 uS 591, 88 L eO. 333, 64 S.Ct. 281), and which ~ill 
per:i-: i~ to ear~ a retur~ on the value of the property which it 

e:lploys !or -:he co~venience of the publiC ec;,ual to that generally 
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'bei:lg ::lade a:: the time and in the same general part of the country on 
i~ves~me:lts in other business undertakings which are attended by 
cor:-espondi:lg :-isks and unce:-tain:ties (Elue:tield Wate'!""iiorks & 

!:l'orovement Com-p2.."'lY v West Vir~inia Public Service Commission (1923) 

262 US 679, 67 L ed 1176, 43 S.Ct. 675). 
T~e court has also ~ade it clear that the fixing of just 

and reaso:la'ble rates involves a balancing of the investor and 
consu:er interests (Hope, supra, at 603). 

We will follow the above guidelines in determi:ling a 
reasonable rate of return for SoCal. 

SoCal and PLGS are treated in portions of this decisio:l as 
though they were a single entity because they essentially operate as . 
a single unit. This CommiSSion has for a number of years considered 
thei:- capital st~cture and financial requirements on a consolidated 
'basis for dete:-mining rate of return.. The following discussion 
conti:lues tha~ ~reatment, including both under the single designation 
SoCal. 

Sllowings on rate of return were presented 'by SOCal, statf, 
lA, Federal AgenCies,. and CAUS. The rate of return studies. received 
in evidence i:l this proceeding recommend: 

Ernst & Whinney 
(SoCal Consultant) 

SoCal 
CAU'S 
Staff 
LA. 
Federal Agencies 

Return on EO'tlit;rRecommendation 

21 .00%: 

20.00 
20.00 

16-3/4 - 17-1/4 
16.00 
15.90 

!n its last general rate case, based on a 1981 test year, 
SoCal was autho~ized a 14.6~ ~etu~n on equity. 
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SoCal's financing plans, a-~er the reduction due to 
discontinued develo:9ment of Ten Section, call for t·he issue 0'£ S90 
:1i11io"O. in debt and $70 million in equity in 198:; with. $170 million 
of debt and $150 million of equity in. 1984 (Exhibit 81, Table 5-
Alt.). 30th SoCal and stat! used an average year capital structure. 
Except for the minor differences discussed below, SoCa.l and s·taft 
used the s~e financing :plan and in gen.eral agree on the proportions 
of capital. The following table summarizes the capital structures 
and rates of return recommended by SoCal and staf'£ for test year 1983 
and for 1984. 
E:bedded Cost of Long-Term Debt 

SoCal and statt assumed ditferent long-term debt coupon 
rates for f'utu:'e issues. This resulted in differen.t estimates of 
e:bedded in.terest costs. SoCal assumed a 15% interest rate for long­
te:-m debt to:- years 1982-1984. This rate represented the bond market 
conditions for long-term debt issues of gas utilities at the time 
SoCal prepa.red its co.se .. Staff a.ssumed coupon ra.tes of 15~, 14~, a.nd 
13% for 1982 through 1984, respectively. These rates were based on a 
review of historical data and a Data. Resources, Inc. (DRI) interest 
:-ate forecast. 

The 1982 debt t'in.ancings estimated by SoCal and a.greed upon 
~y the stat! have since been issued. Accordingly, we will reflect 
the actual coupon rates of 15-3/4% for the $60 million. Series p' issue 
and 14-:;/4% for the SSO million Eurodollar financing in our 
calculation of SoCal's embedded cost of debt. 

SoCal's assumption that long-term debt will remain at a 
con.stant 15% th:-ough the 1983 an.d 1984 period as well as staff's 
esti~ate of 14% fo:- 198:; is not supported by ~ecent :9ublished 
fin.ancial forecasts. Interest rates have declined sin.ce the 
submission of this p:-oceeding and rece:l't financial forecasts indicate 
that rates for 1983 °J:'ll not a.pproach the levels =-oreeasted by both 
SoCal a~d staf~. Po= 1983 we vill ado?t a ~3% =ate ~o~ long-te~~ e fi:la.:lci:lg. Po:- 1984 we will ado'Ot st.a!:-.r s es'timate of 13%. 
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Test Year- 198; 
SoCal Staff 

Weighted Weighted 
Percent Cost Cost Percent Cost 

--.,;- % --rr 
1o~g-~er~ Deo~ 45.70 11 .60 5.30 46.50 11 .. 19 
Co~ercial Eank Loan 3.80 14 .. 00 .53 3 .. 25 14.00 
Bp~kerts Acceptances 2.20 17.00 .37 2.00 14.00 
Preferred S-::ock 7.10 5.47 ·39 6.25 5.47 
Co~o~ Stock Equity 41 .20 20.00 8.2; 42.00 17.00 

To~al Capital 100.00 14.84 100.00 
Times I::.te:-est 
Earned (Aite:-
Tax) 2.39x 

1984 
Long-Ter:l Debt 47.10 12.17 5.73 46.50 11 .50 
Co~ercial Bank Loan 3·50 14.00 .49 3.25 14.00 
Banker's Acce~tances 2.00 17.00 .34 2.00 14.00 
?re~erred Stock 6.60 ,.47 .'36 6.25 5.47 
CO!:.Clon Stock Equity 40.80 20.00 8.16 42.00 17.00 

Total Capital 100.00 15.0S· 100.00 
Times !:l. t.erest 
Ea..""'!l~d (A!t.er 
Tax) 2.30x 

Note -
'.:aole re:'lects: 

1. Discontinued development of Ten Section .. 
2. Actual cost of SoCal's Series ":2" First !-!ortgage :Bo:.ds 

issued April 1, 1982. Also, S50 million of Eurodollar 
fina:lcing issuec. Septe:noer 1, 1982 is included. 

'3. Sta!!'s recomme:.dation is based on the midpoint of its 
reco:rJ..rte:.ded return on eq,uity. 

- 12 .-

Cost 
% 
5·20 

.46 

.28 

.34 
7.14 

1; .. 42 

2.26x 

5·35 
.46 
.28 
.;4 

7.14 
1; .57 

2.23x 



Commercial 3ank Loan 
This item in SoCal's capital structure re~ers to a $70 

::lillion 'ba.:lk note ~or an eight year term.. The interest rate is based 
on the pri:ne rate plus a variable premium. ]oth SoCal and statf used 
a 14~ rate for 198; and 1984. Recent financial forecasts indicate 
tha.t interest rates will not approach the levels ~orecas·ted by SoCal 
~~ staf~. We will adoopt a rate of 13% tor 1983 and 12% for 1984. 
3anker's Acce~t~~ces Interest Rate 

Sta!f assumed 'banker's acceptances interest rates of 15% 
and 1~~ for 1983 and 1984~ respectively~ after a net downward 
adjustment of DRI's projected prime rate ~or the respective periods. 
SoCal a.ssumed a banker's acceptances interest cost of 17%. According 
to SoCal, banker's a.cceptances are sold on a. discounted basis and 
a:-ter consideration. o'f this discount and commission, the cost to 
SoCal has approximated the prime rate. 

We note there has been a. drop in the prime rate since $oCal 
and staff prepared their estimates. Recent financi~ forecasts 
predict lower pri:ne rates. There~ore, we will adopt a banker's 
a.cceptance rate of 12~ for 1983 and 1984. 
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Position of' SoCal 
SoCal t s rate of return testimony 'N"as presented b:r John C. 

Abra=~ Chairman of the Eoard and chief executive officer, and 
Geo:-ge L. Ja.helka" financial analysis. manager in the Regulator:r 

SoCal stated. its primary objective in these hearings is to 
be granted. a rate of return that will allow it to maintain its credit 
rating and. to attract capital on reasonable terms.. SoCal contends 
tha~ in order to achieve these objectives~ reduction of interest 
coverages must 'be aVOided. SoCal further contends a 20% return on 
equity is :-equired to mainta.in the current indicated coverage ra.tios 
found reasonable in its last general rate case,.. given the increasing 
costs of senio:- debt. 

SoCal argued that the current state of the economy warrants 
a 20% return on equity and that it would f3.1r17 balance the interests 
of :-atepayers and shareholders. SoCal emphasized that a market-to­
book ratio of one is a true indication that it is earning at its cost 
of capital. According to its analysis, SoCal's stock can onl:r be 
expected to sell at or above book va.lue it it is authorized a 20% 
return on equit:r-

SoCa! stressed the changed risk situation it new faces. 
SoCal stated its risks have increased as a result of the Commission's 
imposition of a $)5 million penalty, uncertainty with respect to 
f".;.ture disc:-etionary gas pu:-chases, rapidly escalating price 
condi tions. increa.sing undercollection in its CAl-! and Conservation 
Cost Adjustment CCCA) balanCing accounts" the high. level of 
legislative activities, ~otential load loss a.s a :-esult of rate 
design, dela.ys in CAM adjustments tha.t :-esult in net operating losses 
for income tax pu:-poses 9 and t~e compa.ny' s ca.sh flow :problems, and 
sho:-t-ter::o. eebt. 
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SoCal agreed that certain risk-reducing factors have 
occ1!rred, s·..lch as the reduced financing requirements for Ten S·ect,ion, 
allowance for recovery of increased ca:-rying charges for gas in 
invent0r.1, and the recent balancing account treatment of franchise 
fees. SoCal contended the additional risks far outweigh t,he risk 
:::'ec.uc'tion attributable to these factors. SoCal's chairman stated he 
pe:-ceived the com:pany is now facing more uncertainty than it has in 
the last 50 years in the utility business. 
Posi'tion of Ernst & Whinney 

SoCal hired a consultant, R. Bruce McGregor of Ernst & 
'W"hinney,. to :present testimony on the cost of capital. Ernst &: 
·ihinney :provides specialized consulting and tax service to electriC, 
gas, sewer, and water utilities. rtcGregor's testimony included four 
:ethoc.s of esticating the cost of capital, including risk premiums 
de:-ived fro~ PLC :-eturns and median gas utility returns and two debt 
structures, three-month T-bills, and AA utility 'bonds, as well as a 
d1scou.'"l.ted cash flow analysis and a return :premium based on allowed 
rates of return in previous SoCal rate cases. McGregor recommended a 
21~ :-eturn on equity 'based on the :-esults of" his analysis. 
?osi~ion of the Staff 

Staff, through its rate of return witness Edwin Quan, 
:-ecocmended between 16.75 and 17.2S~ for test year return on e~uity. 

Qu~~ noted that he considered the standards set by 
the Eo'Oe and 31uefield deCisions. B:e further noted that he ex~ined -the !inancial ~istory o~ SoCal and its standing relative to other 
co~:parable utilities, ooth gas and electric. According to Quan, the 
analysis showe~ that SoCal's pe~formance is generally within the 
average range o~ the utility indust:-y, lagging in some categories 
such as the t:-end of earnings on total capital and slightly ~\ead in 
other catego:-ies such as the net operating ratio. 
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Quan further t~sti!ied that he evaluated his return on 
equity proposal in ~our ways. First, he examined the interest 
coverage derived from the recommendation, which is 2 .. 24 times for 
1983. Acco~ding to Quan, this ratio is average for the utility 
industry, sli&~tly below the gas utility group and slightly above the 
electriC and combina.tion utility groups. 

~he second method Quan used. to determine the reasonableness 
of his recommenda.tion was a rlsk-p:-emiulll test. He examined the risk 
pre:ium re~uired tor investors in Ptc common stock versus the return 
for AA utility bonds over the last 10 yea.rs.. Re noted th.at risk 
prem.iums !luctuated significantly over the years.. To 'be 
conservative, he chose to use a range o~ premiums trom )00 to 600 
basis pOints, which when a.dded to his estimate of lo'ng-term. debt 'for 
the utility in the test period, provided. a range of 16.50 to 19 .. 5~. 
This result, according to Quan, supports his i6.75 to 17.25% return 
on equity recommenda.tion .. 

The third method Quan used was a risk-premium analysis 
using the returns authorized by the Commission in the last five SoCal 
rate cases to establish a. risk premi~ over embedded cost of debt. 
Ee stated that his analysiS shows the Commission has been fairly 
consist-eut in 1 ts allowed returns, ~rmitting app,roximatel:r 5 .. 61 ~ 
higher return on eq,ui ty than the embedded cost of debt,. When applied 
to the current staff i"o:'ecast of embedded cost ot deot tor 198)p this 
res~ts in a :'etu:'n of 17.26%. 

~he fou:'th ~ethod Quan used to check the reasonableness ot 
!lis :'eco::.:nendation. < .. as a discounted cash flow (DCF) ana.lysis. Quan 
forecasted the expected growth rate in. dividen.ds tor a period in the 
!u~ure and added his estima.te to the current expected diVidend 
yield. ~he historical patterns ot dividend growth were tracked and 
gro~h in es:'nings and 'book value were compared.. Quants analysis 
sho~ed that recent !ive-year growth in all categories ~as much higher 
than g:-o·"rth o'le:' the last i 0 jea:-s. Eased on this result, Quan 
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assu:::.ed a growth rate somewhat higher than the 10-year average bu"t 
:.ot as high. as the very high five-year growth in order to approximate 
a::. investor's :-ealistic expectations. Q.uan dete:-mined that. the 
cu:-:-e:.t e~ected dividend yield was a rouglt average of the last two. 
yea:-s' reco:-ded yield. These two sets ot in~o:-mation were combined 
and, according to Q.uan, the results of this analysis further co~irms 
:.~s retu~n o~ eq~ity recommendation. 
?osition oi" Pederal Agencies 

Philip R. Winter of the General Services Administration 
tes~i!ied on cenal! of the consumer interest of the Federal 
Agencies. Winter recommended 15.90% return on equity. 

Winter used a DCr analysis. To check the reasonableness o~ 
his :-esult, he used ~ risk-premi~ approach and a market-to-book 
:-a~io :lethod. 

Acco:-ding to Winter the most commonly presented DCF model 
is the Si:lple "yield plus growth'" form. In this model t.he analyst 
dete:-:lines an appropriate current yield for the company's stock to 
which is added the figure determined to be the reasonable 
~ticipation o~ the future growth in dividends. The resulting sum is 
the investor discount rate or cost of capital. 

Winter stated tha.t the simple f'orm of the DCF' model is 
inappropriate in that it assumes a single rate of growth to 
i!".i'i:lity. He stated that investors are aware of historical swings in 
~b.e rate of dividend g:-owtb., expecting neither high nor low rates of 
g:-o~th to continue without inter:-uption. In place of the simple 
!or:ula, Wl~ter ~sed a model which incorporates ooth nea~-term and 
:'o~g-te:-:c. expectation.s for the :-ate of dividend growth.. 'Hinter used 
the :ost recent 1o-week period preceding the preparation of the 
eviden.ce to deter:lin.e the yield portion of the e~uation and arrived 
at a iO.96% yield. Po:" the near-ter:c. growth rate Win.ter selected a 
:-a.."lge o~ 6.2 to 6.7%. This was based upon an.alysis of recent short-
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te:-m g:-o~h :-ates fo': SoCal and .upon fo':ecasts by recognized ane. 
widely ,:ead investment analysts.. Fo:- the second stage of the formula 
Wi~te:- selected a range 0'£ 3 to 4-S~? representing consideration of 
both the long-term historical growth rate of SoCal and the long~term 
per!o:-:ance o! Moody's utilities. Accordingly, the indicated 
investor requirement found by Winter f'rom this two-stage analysis is 
the range o! 15.6 to i6.8~. 

As a '!irst check upon the ~easonableness of' this range, 
~i:ter conducted a risk-~:-emi~ analysis. The elements used in this 
~ysis were a large portfolio o! diverse common stocks (the S· & p' 

Composite Ine.ex), a. representa.tive portfolio of utility stocks 
(:1oody's 24 utilities) t and long-term government bonds.. The ~eriod 
o! analysis was 1929 to 1979. ~he first series of calculations 
ass~ed the investor purchased stock in each year between 1929 and 
1978 and sold the stock in 1979.. The average premiums from this 
approach were ;40 ba.sis pOints for the utilities over government 
'bone.s ane. 610 'ba.sis pOints ~or the S & P CompOSite Index. The 
average spread for all possible whole-year holding periods was also 
calculated a.:le. the results were 417 'basis points and 696 'basis 
pOints, respectively. Winter argued that the risks of stocks or 
oonc.s do not rema.in constant over time,. and that the relative risks 
do not :'emain the same. He found that although. 'both stocks and bor.;ds 
are interest-sensitive~ the :"ecent and current interest rate 
volati:ity has haC. a greater effect on the oond market. According to 
Wi!lte~, his statistical ~~alyses demonstrated a greater increase in 
the volatility of seasoned bO::ld prices than in utility stocks 
i::ldieating a lowering o! the re~uired :-isk premium from historical 
levels. Winter- also conSidered the favorable tax trea.tment accorded 
e.i vide:lc,s ~rom q:u.a1i!ying utility compa.nies. Eis conclusion wa.s tha.t 
the :::linimaJ. spread :-e~::;.ired by investors in SoCaJ.' s stock is i SO to 
250 'basis pOi::lts. Since the aver-age yield on long-term treasury 
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seeuri ties c.ur~ng the period December 4,. 198'1 to March 19,. 1982 was· 
13.7~, Winter estimates that the =equired retur~ on equity would be 
i~ the r~ge of 15.2 to 16.2~. He further estimated this range would 
provide co:"responding ma.rket-to-book ra.tios 0'£ 1.04 to 1'.26, 
respectively. Winter's reco~endation of 15.9~ is based upon his 
opi:'!.ion that i:'!.-~ation and interest rates will continue to decline in 
the test year. 
Position of CAUS 

CAUS is a corporation composed of those who hold common 
stock in the utilities regulated oy this Commission. One of its 
goals is the e~~ective representation of stockholder interests. CAUS 
'Nas :-epresented oy Philip C. Presber. 

Presoer testified that the dilution of shareholders' equity 
is one of the key problems to oe resolved by the Commission. He 
asserted this dilution is caused by returns on equity- ins·ut'ficient to 
per:nit the utility stock to sell at or above book value.. Pres'ber 
further asserts that a one-to-one market-to-book rs.tio is a :neasure' 
of the adequa.cy of the utility'S aoility to attract capital. 

Pres'ber set forth two risk-premium analyses based upon the 
differential oetween SoCal's earnings/price ratiO and As. debt and the 
price-to-oook ratio versus Aa debt. Presber recommended a 20~ return 
on equity based on the results ot his analysis. 

CAUS agreed that this is a difficult time for the 
Com=.ission to :nake a decision on the a:ppropriate return on equity 
beea'C.se of the pressures pushing up gas prices and 'because of public 
pressure ~to do something~ to stabilize utility bills. However,. CAUS 
argues that the Commission should not oow to these pressures oy 
ig~oring the full cost of capital. 
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.Position o~ LA 
Manuel Kroma.n, a consulting engineer in the field o"! public 

utility :-egulation, represented LA. Kroman recommended a 16% return 
on equity. 

K:-oman developed his recommended return on. equity by making 
an analysis of SoCal' s showing and that of its cons1.:l tant. He argued 
that the DC? method is unreliable. He pointed to the wide range of 
:-es'C.lts de:-ived !:-om this method: SoCal, 9.20 to 31 .88%; Federal 
Agencies, 15.6 to 16.8~; and staff,_ 13.24 to 24.34% return on 
e~t:.i-:7· According to Kroman, the "'merit'" 0-: the DCF method lies in 
the !act that it can be manipulated to support any result that the 
~:-actitioner attem.~ts to advocate. . . 

K:-oman took issue with the risk-premium approach used by 
SoCa.l and its consultant. He contended that McGregor's assumption 
that the earnings price ratiO is the investor's required return on 
co~on equity is fallacious. He also disputed Jahelka's assumption 
that the:-e is a one-to-one :-elationshlp between return on equity and 
ma:-ket-to-book ratios. 

K:-oman argued that SoCal c~~not reasonably assert that the 
approp:-iate return on equity is that which could be expected to 
produce a market-to-book ratio of more than one. According to 
Kroma.."'l, high interest rates have depressed the stock prices of all 
industry groups so that most J:larket-to-book ratios are below one. 

Kroman disputed SoCal's claim that it has not performed 
well as a utility and that it is in danger of a downgrading of credit 
ratings. As evidence he cited the fact· that SoCal' s earnings per 
share have "oeen higher and more sta.ble tha..~ a.11 of the electriC 
utilities compared and all but two of the gas distribution utilities 
compared "oy SoCa.l. I:l. support of his argument,.. he Cited comments of 
various !i~ancial ~ews reports. Kroman's 16% return on e~uity 
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:-ecommenc.ation :'s basec. :primarily on his j\ld~~nt after- consideration 
of a n~ber of factors affecting the financial condition o~ the 
utility. Ee stated his recommendation is not unfair in view o~ the 
return of cocparable utilities. 
~ ~.. ~ S D-_os.~~on 0_ an ~ego 

San Diego did not present independent testimony on the 
issue of :-ate of' :-eturn;- however, it joins in the argument of LA on 
this issue. 
?osi~ion of Tehachapi 

Tehachapi did not present inde:pendent testimony on the 
issue of rate of return; however, it did address the issue in its 
brief. 

Tehachapi a:-gued that an unduly high rate of return will 
further feed the inflationary f'ires as will any: understatement of' 
expected revenues or overstatement of costs. Tehachapi a.rgued that 
interest rates are headed down and the Commission should wait as long 
as !easible to determine rate- of return for 198'3 and defer the 
de~e:-:ination of the 1984 retu:-n toward the end of 198:;. Tehachapi 
statec. this procedure will protect both SoCal and the public. 

Teha.cha.pi generally a.greed with the analysis prepared by 

K:-o:r.an on behal! of LA with the exception that SoCal'sb.ould receive 
the sa:r.e :-eturn last autho:-ized since, according to Tehachapi, SoCal 
is vi:-tually gua.:-anteed its ra.te of retu:-n by reason of the nUl:lerous 
offset ~:-oceedings and balancing accounts now available. 
Discussion 

The major area of difference in the rate of retu~n 
~ecommendations of the parties is the appropriate return on common 
eqUity. The diffe~ence in revenue requirement bet~een staffts 
:nidpoint ~ecor:mendation of 17t% and SoCal's recommendation. o~ 20% 
:-etu=~ on equity is approximately SSO million. 
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Du:-ing the proceeding several witnesses used formulas.sueh 
as :-isk-p:-emium analyses and DCF analyses- to support their 
:"ecommendations. Others used judgment, relying more on ava.ilable 
inio:"mation and reeorded data.. 

As a general observation; although the use of formulas 
offers an image ot" objectiVity, the assumptions und.erlying those 
!o~ulas require the use of judgment. On the other hand, the results 
produced by mathematical calculations can vary significantly 
depe~d.ing on the assumptions made by the analyst. We will not give 
special weight to one a.pproach over the other, but will consider each 
a::.a.:.ysis according to its particula.r strengths annd weaknesses. 

~urning to SoCal's presentation, we note that in two of the 
tests in support of its recommendation SoCa.1 assumed a 13~ inflation 
rate and. a. '15% interest rate for long-term debt.. Those rates were 
based. on SoCal's experience at the time the rate case application was 
pre,ared.. ~he latest available torecasts from DR! for 1983 indicate 
a lower AA bond interest rate and a lower Producers Price Index (PPI) 
of i~flation. If factors reflecting current expectations are used, 
the result of SoCal's two tests should therefore be lower. 

SoCa.l emphasized the need for the CommiSSion to recognize 
the cha.:lged risk situation in setting :-etu:-n on common equity. We 
agree ".lith. SoCal tha.t risk is a ma.jor element in the setting o:t 
return on common eq~ity. 

As risk increasing factors, SoCal cited: th.e recent $'35 
million disallowance o! p~rchased gas cost 7 the percentage o! 
expenses required !or gas ~urchases, the Commission's request to ?G&E 
to renegotiate oil contracts, the increase in legislative acti vi t:r,. 
and the impact due to fuel switChing on its customer base that is 
over 50% nonresidential. 
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Some COI:llIlent on SoCal' s contentions is allpropriate. 'we 
note SoCal agreed that 85% o~ all its expenses are recoverable in 
full th~ough balancing accounts. It is standard regulatory llract!ce 
to disallow any expense found to be imprudently incurred. Regarding 
PG8:E's oil contracts, it is the Commission's responsibility to 
:-es:pond in 51 tuations ',{hich may be contrary to the ratepayer's 
interests. Increased legislative a.ctivity is not something new and 
SoCal of!ered no eVidence it is likely to be harmed by ullcoming 
legislation. Finally, ·tle ag:-ee the industrial fuels market may be 
tenuous because of the potential for fuel switching. We will keep 
this in :lind when we establish rate design in SoCalts CAM 
proceeding. Generally, we fail to see any signi~icant increase in 
the risk factor particularly in view of the numerous balanCing 
accounts ava.ilable to SoCal. 

~he proponents of higher return on equity all supported the 
position that stock should be selling at or above book value. While 
it is possible to make prOjections, it is not possible to develop a 
ret~rn on equity that will ~~arantee a market-to-book ratio of one. 
We agree that a market-to-book ratio of one is a reasonable geal if 
it can be achieved by balancing all other interests .. 

We also agree with SoCal that times-interest coverage 1s,a,n 

important criterion for determining bond ratings and that bond 
ratings are co~related with y1elds. 

We will not, however~ err on the generous side to secure a. 
~arket-to-oook ~atio of one and an optimu: times-interest coverage. 
This CO:l!!lissior. ::lust balance the interests 0'£ shareholders and 
ratepayers.. In making our determination, we must not only consider 
SoCalts fieanc:!.al condition,. but also the needs of its customers' wh.o 
must bear the costs of inflation and federal deregulation of natural 
gas producer prices. 

We find SoCal's req~est too hi~~ and will adopt a return on 
equity which coc?ares with returns on investments having similar 
risks and which is s'.l!ficier:.t to enable SoCal to attract capital at 
reasonable rates. 
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Ado~ted Rate of Return 
Atter weighing the evidence in the ~roceeding, we are o~ 

the opinion t~at a rate of return on rate base o~ ~or 198; 
and tor attrition year 1984, ~rov1ding a ~ return on 
com:non equi t1, is reasonable and -",ill en.able SoCal to attract the 
necessary capital to provide reasonable service at reasona.ble ra.tes 
to its customers.. Such rate of return will provide a times in.terest 
coverage a!"ter taxes of a.pproxima.tely- times, which we 
be:!'ieve should enable SoCal to maintain its current rating. T'he 
following table sets forth the adopted rate of return which assumes 
th.at all nev long-term debt ~or 198; will sell at an interest cost of 
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SOUTHERN CALIFORNIA GAS COMPANY 

Adopted Rate of Return 
Test Year 198:; 

Attrition Year 1984 
Test Year 198; 

Percent Cost .,-
:'ong-Te:-:Il Debt 46.50 11 .14 
Commercial Bank Loan :;.25 1:; .. 00 
Banker·s Acceptances 2.00 12.00 
Prefer:-ed Stock 6w2; 5.47 
Common Stock Equity 42.00 17.00 

Total Ca.pita.l 100 .. 00 
Times Interest 
Earned (A:t"ter Tax) 

1984 

Long-Te:-:Il Debt 46.50 11 .40 
Commercial Bank Loan 3 .. 25 13.00 
Banker's Acceptances 2.00 12 -00 
?:-efer:-ed Stock 6.25 ;.47 
Common Stock Equity 42 .. 00 17 .. 00 

Total Capital 100.00 
Ti:nes !:lterest 
Earned (Ai'ter-Ta.x) 

- 2'5 -

Weighted 
Cost 

% 
5 .. 18 

.42 

.24 

·34 
7.14 

1:; .32' 

2.28:x 

;·30 
.. 42 
.24 
.34 

7 .. 14 

13.44 

2 .. 25x 
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VI. LNG Facility 

SoCal's application pro:posed the inclusion of approximately 
$140 million in rate ba.se associated with expenditures for its Point 
Conception LNG facility. 

On February 4,. 1982, staff moved to exclude testimony 
concerning L.~G expenditures. Staff noted that cons,iderable 
uncertainties surround the certification of the proposed facility and 
that an extensive review of LNG expenditures in this general rate 
case proceeding would be too time-consuming. SoCal filed its 
o:p:p¢sition to sta.ft's motion on Pebrua~ '9~ 1982. ~he ALJ granted 
sta.!fts motion. 

We concur with the ALJ's ruling. 

VII. ~en Section 

Willis E. Wood~ Jr., president and chief executive officer 
of PLGS, testified that PLGS has decided to discontinue development 
of the ~en Section underground gas storage :project. SoCal made this 
deciSion because its partner in the project, PG&E, had decided to 
withdraw, beca.use cost estimates had increased substantially, and 
beca'\!se the outlook for futu::-e gas supplies is more optimistic than 
it was when the project was initiated. SoCal believes it ,can 
inc:-ease peak-day deliverability from existing storage fields at a 
lowe!' cost. 

Wood further testified that a final deciSion on whe'ther 
?:GS proceeds with the project will be :ade prior to SoCa1's next 
general :-ate case. Ee noted that in the interim, SoCal will 
withd:-aw cushion gas already injected into the field. 
Re"Oresentatives from ?G&E ana. PLGS will meet to resolve the 
outstanding issues between them, i!lc1udi!lg the status of the ~en 
Section ce:-tificate fro::. this Commission, the retention or 
disposition of rights jointly ac~uired, and the ~esolution of 
!i~a:l.cial clai:ns oet''''een ?G&E and PLGS. 
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Wood noted that facilities required to withdraw the cushion 
gas !:-om the Ten Section field. have been includ.ed in PLGS' rate ba.se 
and should. remai:1. in rate base beca.use they are required to make the 
gas i:1. sto:-age ava.ilable to customers. He stated that the costs 
associated with the uncompleted portions o~ the project will remain 
i:1 the construction work in progress (C~N!P') account un.til a. finu 
decision is made regardi:1g the project. SoCal Exhibit 111 reflects 
this accounting treatment. 

Ste.!:f' generally agreed with the SoCal proposal and 
:-ecomm.ended that all revenues and expenses should be- the subject of" a 
sepa!"ate accounting since there was inadequate time during the course 
of' this p:-oceeding to properly examine costs related to the propos,ed 
new operation of' the Ten Section field. 

As !"ecommended by staff, we will authorize a balancing 
account :p!"ocedure effective January 1" 198;, to track actual costs e associated with the withdrawal of the cushion gas. We will allow a 
revenue requirement to reflect the $4;,71; operation and maintenance 
cost (Exhibit 114) related to withdrawal of the cushion gas. An 
adjustmen.t to future revenues will be made for over- or 
unde:-collected revenues once a final determination :-egarding the 
reasonableness of these Ten Section operating expenses is made. 
SoCal will have the burden of proving the :-easonableness of all 198:; 
and 1984 Ten Section operating expenses • .. hen this final accounting is 
'.!!'lde!"taken. Plant and acquisition. costs will not be included in test 
yea.:- !"ate base. These costs will be held in a separate memorandum 
account, and will accrue interest, until such time as a final 
deter:ni:1atio::l is made regardi::lg the whole project. Cushion. gas will 
be t~ea~ed as gas in sto:-age~ since according to the testimony, this 
gas '~ill be a.vaila.ble for use by SoCal' s customers. 

- 27 ,-



A. 61 081 ~/'km 

VIII. Conservation 

Ove:oview 
In general, staff was complimentary of the progress SoCal 

has ~ade toward meeting its conservation goals, and we commend SoCal 
for its vigorous approach in promoting conservation. 

However" we find SoCal's proposed 198; conserva.tion 'budget 
excessive and have deleted, several proposed programs. ~he adopted 
prog=acs ~or 1983 are set forth 'below: 

P'rogram 

Manufactured Housing 
Solar/Gas 
Weatherization T'ra.ining 
Residential Cogenerat.ion 
Appliance Efficiency 
Conservation Education 
Ene:-gy Efficiency Audits 
New Customer Conservation 
Pood Industry 
Cogene:-ation 
Accelerated Equipment Modernization 
Commercial/Industrial Heat Recovery 
Pilot Light P!'og:-am 
Cold Weathe:-
O-:h~:" !~ms 

Subtotal 
Overheads (included elsewhere) 

SoCal 
(Thousands 
720·3 

1 ,997.5 
788'.0' 
23.3 

6,480.6· 
1 ,;0;.2 
9,180.8 

606.0 
212.1 

3,384.2 
15·2 

1 ,015.6 
571.8 
766.2 

4%227.9 

31 ,495.7 
7%500.0 

;S,995·7 

Adopted 
of Dollars) 

720.3 

788~.0 
23.; 

752.6· 
6,350.8 

212.1 

15.2 
1 ,016,.6· 

571 .8: 
766 .. 2 

2:291 .' 

13,50S,.O 
2,21' 6·.6 

16,724 .. 6 

While the adopted level of expenditure appears to reduce 
SoCal's conservation spending from. the levels authorized in the last 
gene:-al rate case deciSion, it :lust 'be considered in th.e context of 
the company's other conservation efforts. SoCal also funds several 
other progr~s through its CCA rates. 

~hese CCA rates eover the Solar Water Heater Demonstration 
and ?inancing ?rogr~~ the Weatherization Pinancing and Credits 
?~og~a: (~7CP)" and the Residential Conservation Service (RCS). We 
no":e t.hat SoCal t s :nost recent CCA filings for Sola: ~ Res, and ¥PCP' 
S!lO'W' 3. 1983 projeco:ed :-~ven.ue :-ect'c.irement o! $76.3 million. 
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Policy 
In the last ?G&:E general rate case~ D.9'3887, page 11'4, we 

concluded as follows: 
"We now believe that to create the proper 

environment for management to maximize the 
cost-effectiveness and efficiency of 
conservation prog:-ams in the future," we should 
depart from our past practice of establishing 
binding budget levels for each specific 
program. We shall in this decision comment on 
~y of the specific programs proposed by PG&E 
for the test year. rile shall also discuss 
those prograc areas 'like general conservation 
advertising and infor~a~ion which should not 
receive any ratepayer support. 

"3eyond that, however, we shall establish 
certain general conservation policy guidelines 
and adopt all overall conservation bud.get for 
PG&E. Within the boundaries of these 
guidelines and budget, PG&Ers mana.gement will 
have discretion to establish ~riorities and 
allocate resources to maximize energy 
savings. 

"We shall give management discretion to 
reallocate funds among individual programs in 
amounts up to $2,500,000 provided that no 
funds are reallocated among the four major 
categori-es o! ReSidential, C-I-A, Conserva.tion 
:'::valuation, and Load Management. ~udget 
adjustments in excess of $2,500,000 shall be 
made the subject of an advice letter filing. 

"!'i:..'"lds allocated under this budget shall only 
oe spent on conservation and load management 
~rograms. Any funds not spent during a year 
shall be carried forward for future use in 
conservation and load management activities. 
We shall expect PG&E to explain in a future 
rate proceeding its inability to use any of 
these funds."" 
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Although the funding ~evel approve-d for SoCal in this 
decision is considera.bly lower than that. authorized PG&E,. we 
recognize the im~ortance of allowing SoCal's management similar 
c.iscretion in managing its conservation efforts. We also appreciate 
-:b.a-: there a.re intera.ctions between various programs, a.nd enere;:r 
savings are not directly proportional to the dollar amounts allowed. 
for individual programs. Accordingly, SoCal will have discretion to 
allocate I!p to $1 million among ind:t'ltidual programs provided that 
funds allocated under this bud.get shall only be spent on conservation 
and load management ~rograms. Any funds· not s~ent during a year 
shall be carried forward for :!uture use in conservation activities. 
We will expect SoCal to keep staff informed of progress in its 
va:ious programs and advise staff' of' all changes to program. budgets. 

We do reiterate our objection to increased expenditures for 
gene:-al advertising and information programs. 
Cost-Effectiveness Evaluation 

SoCal evaluated the cost-effectiveness of its overall 1983 

conse:-vation program by using three tests of cost-ef:f'ect.ivenes·s. 
They are: 

a. PartiCipant 'Xest: Compares (x) gas 
savings at average rates plus tax credi t·s 
to (y) the c'Ost of' the measures 
installed; 

b. Nonparticipant 'Xest: Compares ex) the 
difference between marginal cost of' gas 
and the average cost of' gas saved to (y) 
the cost of the program; and 

c. All-Ratepayer 'Xest: Compares (x) the 
ma:-ginal cost of gas saved to ('1) the cost 
of the programs plus the costs of' measures 
installed. 
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A program is consid.ered to be cost-effective under these 
-:es-:s whe:l -:he x-component is grea.ter than the y-component. The 
:nethodologies by which cost-effectiveness is measured became a point 
o~ controversy in this proceeding.. We :lOW turn to a discussion of 
the issues raised. 
A. The Nonparticipant Test: 

A Question o~ Equity 
The nonparticipan.t test ~ as SoCal pOinted out, is 

essentially a test of equity. The nonparticipant class includes 
:-atepayers -"ho previously participa.ted in a program,. ra.tepayers who 
pra.ctice conservation outside of programs, and ra.tepayers who cannot 
a~iord to participa.te. 

According to staff, it makes little sense to impose upon 
:lonparticipants a. program wh.ich is not cost-effective- Staff cited, 
as examples, the Conservation Education Program, which fails the 
no~participant test ~d the New Commercial Customer Conservation e Program, which is :narginally cost-effective to nonpartiCipants. 

Generally, we agree nonparticipants should. not be required 
to fund conserva-:ion programs which increase rates to a greater 
eA~ent than would incremental supply. However, we believe cost­
ef~ecti veness is not the only test by which a. prQgrs.m shoul·d be 
judged. It is an i:tportant tool and it J:l.ust be considered along: with 
ot~er effects that are difficult to measu:-ep 

Staff also objected to the fact that SoCal did not provid.e 
-:~e annual savings-to-costs analysis for th.e nonparticipa.nt test. 
S-:a!f pOints out that this does not allo·j( the Commission to evaluate 
":he !'easonableness o! the time lag which might exist between costs 
a.nd savings. Sta.!f' notes this evaluation is pa.rticularly important 
!o!' progr~s dependent upon extended life cycles for cost­
~ffectiveness and recommends that this ~ateria1 be provided in future 
:-ate proceedings.. We eX1'ect SoCal to provide this in its next 
general !'ate Case. 
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~. Disco~t Rates: 
Nonanalytical Ap~roach 

SoCal estimated present v8.1ue savings and costs by using, a 
10~ discou.~t rate. That rate was developed using judgment. Stat~ 

pOints out that SoCal's use of this same rate for all classes of 
customers is a flaw in SoCal's analysis. Staff cited the example of 
industrial customers who expect three-year paybacks suggesting a 30~ 

discount ~ate. SoCal used the 10~' rate for these customers.· We 
ag:-ee st~f has a valid point. SoCal,. in its next proceeding,. should 
conside:- using different discount rates, where appropriate,. to better 
~enect the cha~acteri$tics of the customer class eligible to 
partiCipate in a particular program. 
Stai'i" Position 

Sta.f'f recommended deletion of the Solar/Gas program,. the 
Conservation Education program,. and the New Customer program. 
Additionally,. staff recommended a reduction in the Appliance e Efficiency program. Staff generally recommended approval of all 
othe~ programs as proposed by SoCal but recommended that several of 
these programs be closely evaluated as candidates for deletion. The 
result of stai'!'s recommendations was reduction of SoCal's $39.0 
~illion budget by $6.0 million. 

In the discussion which follows,. we will consider each of 
the progra:l.s for which authorized funding levels differ from those 
~e~uested by SoCal. 
Solar/Gas ?~ogram 

~he objective of this program is to retrofit 2,350 spa 
heaters, 4,650 pool heaters, and 175 space heaters. SoCal estimates 
a savings of 1,849 Mtherms in the first year and a savings of :;6,.980 
Mtherms over a 20-year period. 
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Stat! wit~ess Knolle recommended against funding this 
prog~am. Ee stated that the costs have increased too much over a 
th:ee-year period. In 1980 SoCal's recorded expenses for its 
Solar/Gas program were $191,000. It has requested $1,997,000 for 
test year 1983. He found the activities to be unnecessary in 198)' 
because SoCal has a CCA-f'unded Solar W'ater Hea::er Demonstration and 
Financial Program. 

Staff argued that over one-half of this program's eosts are 
for advertising and promotion. According to stai'f, this level of 
promotion should be disallowed because, as SoCal witness Neiggemann 
ag:-eed, the solar industry is one co:.sidered to ha.ve bright growth 
poten"tial. 

Staff pointed out that SoCal's program has no goals for 
retrofitting !!l.ultifamily residences and contended that this program 
primarily benefits SoCal's more affluent customers. 

SoCal a.rgued that the program is an industry-support effort 
designed "to reach contractors, manufacturers,. distributors, 
reta.ilers, anc. customers. It pointed out tha.t its experience in 
solar marketing can benefit the solar industry. SoCal acknowledged 
tha.t the costs of its efforts have increased over the last few. years-

SoCal agreed that although the program is cost-e~~ective 
under two :ethoc.s of evaluation, it does not meet the "all-ra.tepayer" 
test. SoCal argued that the all-ratepayer test ignores tax benefits 
~d urgec. th2:: cost-effectiveness not be the sole criterion in 
evaluating conservation prog~ams which o!!er intangible benefits. 

We a~~e wi~h SoCal that the sola: industry is still 
c.eveloping anc. still needs support. Such sup:po~t should serve to 
accele~ate the high potential of solar energy to reduce fossil tuel 
demand in sou-:hern Ca1if'ornia.. The Sola.r Water Reater Demonstratio·n 
?inancing Progra::l, in which SoCa.l is an active partiCipant, 
represents a subst~~tial commit:ent of such ratepayer support. We 
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will await, with great interest,. the res·ults of that program which is 
scheduled to conclude in September 1983. In the meantime, it does 
not appea:- p!"Udent to allocate SoCal conservation funds to a prog:-a.m. 
which would be largely an advertising effort. and which would focus on 
sola:- ene:-g:J' uses · ... hich are not applicable to most of' SoCal' s 
ratepayers. 

·lie will adopt sta.ft's recommendation because th.e program is 
not cost-effective' for all ratepayers and may redistribute the costs 
of energy f:-om affluent custome:-s to other customers. Also, we 
reiterate our policy of discouraging conservation progr~s such as 
this one which :-elies primarily on advertising. 
The A~~liance E~ficiency Program 

SoCal included $6,480,600 in test yea.r 1983 expenses 1'"or 
this prog:-~. Staff witness Knolle proposed cutting this amount. by 
S1,913,600~ a 29.5% reduction. He recommended that both the 
advertising budget and the incentives aSSOCiated with the programs be 
cu~ 50% due to a deterioration in cost-effectiveness. 

We note tha.t SoCal included in this program $938,000 for 
adve:-tising and $2,889,000 for incentives. 

Xhe program is designed to support the ma.rketing efforts of 
gas appliance manuia.etu:-ers. :By aiding reta.ilers, districutors, and 
ma.."lui'actu:-e:os to reach the residential appliance retrofit market, 
SoCal hopes to increase sa.les of newe:-, more energy-efficient 
a.pplia.."lces. 

Also, as a part of this program, SoCal sells gas appliances 
to its employees. The employee purchase prog:-am is self-supporting 
since prices of the applia.nces to employees cover all program: costs. 

Acco~di~g to SoCal, the Appliance Efficiency Program 
satisfies both the participating rate:payer and the nonparticipating 
ratepayer tests (Exhibit 32, page 24). $oCal agrees it fails the all­
:-atepaye:- test. 
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'. 

Staf~ a~gues 'that prog.-a:Il s.avings realistically 
at"::-ioutable to SoCal are overstated. According to sta.f'f'",. SoC.al is 
accele:"ating the replacem·ent of older, less efficient appliances in 
SO:le cases fo~ a me:"e one, two, or three years.. Yet, SoCal takes 
credit fo:" energy savings generated over the entire life of' th.e new 
appliance, a :period ot 11 to 22 years .. 

Socai witness N'eiggemann testified that Caliio,rnia' stough 
emission and. efficiency stand.a~ds would have cau.sed gas manufacturers 
to abandon manufacturing of gas appliances for the California market 
~d to opt fo:" manufactu:"ing electric appliances. Rowever, SoCal 
inte:-vened to convince manufacturers that gas appliances would 
continue to constitute a lucrative market in Ca.litornia.. 'By virtue 
of th.is intervention, SoCal concluded that Californians are assured 
of a supply of gas appliances which meet the standards .. 

N'eiggemann also testified that the southern California 
:la~ket generates tremendous sales trom a potential three million 
appliance retrofits, irrespective of" SoCalts programs. Staff' 
expressed douots concerning the plausibility of the SoCal argument 
~d pOinted out that despite the allegedly oppressive burdens of 
California e::.issions and efficiency standards, the gas appliance 
i!lb.:.stry h.as not only met thos.e standards but exceeded. them. 

We now turn to staff's disallowance of $1.4 million 
associated with incentives and $469,000 for advertising expenses .. 

Neiggemann explained the nature of the incentives included 
in this prog~a.::n. BaSically, SoCal would share the costs of a rebate 
with :lan~acturers du~ing campaign periods. SoCalts share of the 
~ebate costs would range ~rom $12.50 for dryers to $50 for heat pipe 
wate:-- heate~s. 
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Neiggemann also ex~lained the advertising budget. $SO~OOO 

:'$ ta.:-getec. fo:- a portion of the expense associated with SoCalts, 
sponsorshi:p of the Evening Concer-: Program, a classical concert radio 
series whic::', according to SoCal, appeals to a varied audience. 
~ogether with other rac.io and television advertiSing, SoCalts 
objective is to get the appliance efficiency conservation message to 
custome:-s at a frequency of at least three times. According to 
SoCal, that is the frequency level at which it has been able to 
d:'sce:-n a change in customers' behavior. 

Neiggemann further testified tha.t since southern Calito'rnia 
is home to a la.:-ge Hispanic population, S8,3, 700 of" the advertising 
buc.get is to be used to reach this audience. 

Statf counsel questioned Neiggemann rega:-ding, $388,700 
included in this :p:-ogram for Ame:-ican Gas Association (AGA) 
ac.ve:-tising. According to Neiggemann~ AGA advertising is, in part,. 
designed to :-each an audience ou"i:side California where initial fuel 
deciSions are made by major firms that may have plants in southern 
California or that may :plan to locate here. Neiggemann noted that, 
the AGA, because of its national buying pattern, is able to advertise 
at the local level on television at half the cost to SoCal. 
Co::.seq,uently, this adve:-tlsing service is used in conjunction with 
SoCalts own efforts to communicate with customers explaining the 
efficie::.cies of ga.s appliances and eq,uipment and the need to continue 
conse:-vation.. N'eiggemann fu:-ther noted tha.t there is an effort to 
coo:-dinate AGA advertising with SoCal's own efforts and SoCal has 
seen to it that AGA advertising is complementary to its own actions 
and p::"og!"a.:o.s. 
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We ~ote this program fails the all-ratepayer cost-
ei"i"ecti veness test. Also ~ the savings analysis provided by S'oCal is 
i"lawed~ SoCal cannot take credit for energy savings over the life of 
an appliance which would have been installed anTflay within a few 
yea.:'s. Neither can ~Cal take credit for the decisions of souther~ 
Cali!or~ia !ir~s which produce gas appliances. Thus p the cost­
e!!ective~ess ot this :progr~ is seriously in ~uestion-

Further, the justification for advertiSing expenses SoCal 
offers is surely tongue-in-cheek~ SoCal cannot automatically assume 
that the audie~ce tor a. classical radiO concert is '·varied. , .. 
$388,000 tor 01:.t-ot-state advertising can be of little value to 
Californians. 

In general, the main effect of this program does not appear 
to be conservation, but expansion of SoCal's gas market. We will not 
allow SoCal to pass on to ra.tepayers the costs of marketi~g its 
service unde:, the guise of' conservation when the costs of proposed 
programs are not demonstra.ted to be cost-effective. Accordingly,. 
this entire program w.ill be deleted from test year 1983. 
Conservation Education 

Stai'f recommended deletion of this program for which SoCal 
incl1:.ded $1,505,200 in its test year 1983 ma:,ket services estimate. 
The staff recom:nendation is based on the program's lacking cost­
effectiveness. 

One part of this program consists of SoCal's efforts to 
reach elementar7 an~ seeonda~ school students. ~hrough 

participa-:ion in classroom instr1:.ction, seminars, and youth 
organizations, SoCal argued it will reach an important part of its 
consuming pop1:.lation. SoCal believes that by communicating to 
st1:.de~ts while their energy habits are still developing, a large 
potential exists to save significant amounts of energy in the £utu~e. 
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SoCal has target-ed 400,000 students as its projected 
a~die~ce ~or this program. It will offer cash refunds to the 
fa:nilies of students who purchase water-now control devices. In 
addition, 48,500 students in each of the 2nd and 5th grades will be 
~art of a special program designed to influence their families' 
ene::g:J' practices. They will receive instructions on how to conduct a 
personal home ene::gy audit. 

SoCal emphasized that the calculated savings associated 
.,,:. th these eftorts were made on a very conservative basis. Only 
15,000 water control devices are assumed to be installed through 
SoCal's educatio~ efforts although refund offers will be made to a 
total audience of 400,000 students. With regard to the special 
progrsm.s, SoCal estimated initial savings tor each of the two 
di~!erent grade levels, recognizing that 2nd grade students. will 
probably be somewhat less responsive than the 5th grade students. 
The resulting calculations '"ere then discounted twice,. once by 25% 
and then again by 50~. SoCal noted that life-cycle savings were 
determined by looking only at first-year savings. 

Under the second part of this program, SoCal plans to reach 
2,400 real estate agents in southern California. It intends· to hold 
80 class sessions to t~ain and advise r~a1tors on energy 
cO:::lservation. SoCal estimated 1 ,008 Mther:Ls of savings resulting 
trom this prog::am. SoCal stated the program is conservative because 
o~y tirst-year savings were included in its cost-effectiveness 
calculation. 

SoCal noted that in spite of the discounting and assumed 
limited life cycle savings, its education program still meets the 
participating ratepayer and all rate~ayers' cost-ettective analyses. 
SoCal agreed it does not satisfy the nonparticipant testw 
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We agree with SoCal that children should learn energy 
conse~ation at an early age and will allow reduced funding for this 
~a:t of the program. Eowever, we fail to see how the real estate 
component of this program will oenefit SoCalts ratepayers. If the 
real estate industry has interest in becoming familiar with energy 
conservation, it should undertake the typeot program SoCal is, 
~roposing. Accordinglyp we will allow hal~ the amount requested. 
Ener57 Efficiency Audits 

SoCal :proposed a funding ~evel of" $9,.180,800 for its Energy 
Efficiency prog:-am.. IJ:his :program provides a variety of' auditing 
se:-vices for commercial and industrial customers. 

Legal staff' recommended deleting certain act·ivlt1es within 
the progr~ which had low cost-effectiveness results. Omission of 
those activities,. stat! argued,. would enhance the program's cost­
effectiveness. The questioned program elements leading to this 

4t reduction are: Professional Communications, Deliming Services,., 
Energy Management Analysis, Merit Awards and S'eminars, and Gas 
Conservation Analyses. 

We will adopt Legal Division staff's recommendation, which 
lowe:,s total prog:'8lll costs by apprOximately $2.83 million. 
New Comme:'cial 
C~stomer Conservation Program 

Staff recommended deletion of this program's funding, for 
which SoCal included $606,000 in its 1983 market services estimate. 

Staff argued that the prog:'am has decreaSing benefits,. and 
the cost-effectiveness calculation assumes extremely long life-cycle 
p:'ojections. ~he high cost. of this prog:'a:!l is there!ore 
unjustified. Staff's recommendation is largely o'ased on first-year 
ene:'f!:J savings. 
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The objective o~ this program is to convince owners and 
builders o~ new nonresidential construction projects and occupants in 
existing non:-esidentie.l facilities to incorporate energy-eff'ic1ent 
equipment ~d designs in their 'buildings (Exhibit ;1, pages ;;-;4). 
'Nhere T1 tle 24 building standards apply, the program focuses upon 
conservation efforts which exceed the Statets standard. 

Ueiggemann explained the proposed budget, how the money 
would be spent, and described the manner in which savings were 
calculated. lie acknowledged the relatively high initial annual unit 
cost but explained tha.t the approl'ria.te measure for cost­
effectiveness was the life-cycle calculation rather than :f'irst-year 
savings a.s argued by staff. 

Neiggemann testified that the only advertising expense in 
this prog=am is an allocation of $55,500 for a portion o:f' the AGA 
advertiSing budget~ SoCal reaches customers when they apply f'or 
service or contact SoCal regarding planning of new service. 

We agree with staff. The benefits ratepayers derive f'rom 
this program are too uncertain to justify funding this program. 
Co~eneration Prog~ 

SoCa.l proposed spending $;,;84,200 in 198; on cogeneration, 
including S2,718,000 for incentives. 

SoCal has 'been incurring expenditu:,es '!or this program 
since 1979. So fa.r the program has resulted in the signing of 12 
con~:-ac-::s fo:- feasibility st'1;.d1es. Rowever,:1.o cogeneration pla.!'lt 
~3S yet been const~cted. Apparently, due to complexity and cost, 
cogeneration plants take several yea:'s to complete. 

So far there is :1.0 evidence of savings '!rom this :9rogra.m. 
:n addi~ion~ the :9rovis10ns of OIR 2, if proper~y i~plemented~ offer 
adeCL1.la~e :a.:-ket incentives for development of coger ... eration :9rojects. 

~herefore, we will not provide for ratepayer funding of 
this progr~ in 198;. 
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Residential Nev Cons,truction 
Service to Customers 

SoCal requested $1,936,800 to fund its Residential New 

Construction Service to Customer Program. ~he ~rogram is listed as 
pa:t o~ SoCal t s "Conservation Support Activities. It The sta.ted 
objective o~ the program is to encourage the local building community 
to provide new homes which are more energy-efficient. 

In SoCal's last general rate case, this Commission 
questioned the value o~ the New Construction program ~~d stated that 
SoCal must be able to demonstrate that ""savings can be directly 
att:"ibutable to its efforts."' Nonetheless, SoCal projects no energy 
savings. as a direct result of this program. Further, the program 
desc:"iption offered in Exhibit 31 reveals that SoCal seeks to use 
these progra.::l funds to encourage the installa.tion of gas" rather than 
electriC, home appliances. 'While the choice 0'£ gas, as opposed to 
electriC, a~pliances ~y be the most prudent end-use decision, we do 
not aO-'ee -",i th SoCal that its ratepayers should underwrite an effort 
to in.~uence that choice. 'While improving overall energy efficiency, 
the choice of' nat'C.ral gas a:p~liances, as' opposed to elect,ric, may 
lead to increased gas supply requirements.. :I:he most d.irect bene~its 
would flow to electricity customers. We will disallow SoCalts 
funding in this catego:"y because of the programt's uncertain benefits 
to its own ratepayers. 
Overheads 

SoCal included $7.5 million in other accounts to cover 
su~~ort and overhead for its ma.in programs. We will reduce this 
amount in proportion to the other reductions adopted. 
Cor.servation Reward 

In its last general rate proceeding (A.59316), SoCsl was 
authorized to ~ile ~o:- and :-eceive up to $5 million as a 
"conservation rewa:-d It i~ it a.chieved a s'Oecii'ied level of reduced .. 
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C'OllSUlllptio:c. in high priority elasses. On April 16, 1982, SoCal f'iled 
Acv1ee Le~~er 1310 tor the $5 million reward. Following hearing, we 
issued D.82-10-021 dated Octo'ber 6, 1982. We determined that SoCal 
!lad aehieved the required level ot' savings and authorized S¢Ca.1 to 
recover the $5 ~illion reward along with·an1 revenue increase granted 
in this proceeding. 

In this proceeding., A.6t081,·SoCal 
reward for test year 198; of $7.5 million. 

proposed a similar 
In D.82-08-014 dated 

August 4, 1982, we considered conservation incentives as part of' 
PG&E's general rate case proceeding and concluded that: (1) the 
pro:posed. conse:"vation proposals are neither necessary nor appropriate 
at this time and (2) no conservation plan, beyond that already in 
place, should be implemented for PG&E. Thereafter, SoCaJ. formally 
wi thdrew its proposal 'tor a $7.5 million It-conservation rewa.rd" in 
test year 1 98; • 

IX. Research and Development 

Overview 
SoCa.1 requested $9,885,000 in test year 198; to support its 

research, development, and demonstration (RD&D) program. Staff 
recocmended a. reduction of S1,24;.,000 in SoCal IS req,ue·st. 

SoCal proposed funding 49 research projects for the test 
year 198;. Staff recommended that funding 'be reduced for seven 
projects, eliminated for two, and that funding 'tor two projects be 
added. SoCal Exhibits ;;, ;4, and ;5 provide a desc:-iption of the 
projects and expla.in the process by which projects are selected for 
fundi:lg. SoCal's RD&D program was presented bY' Samuel J. Cunningham, 
c.anager of Resea.rch. Staff's position was presented by Ramesh Joshi, 

, t·' 't' . sen.or U l.l les englneer. 
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Positio~ of Sta~~ 
Sta~~ argued that SoCal'"s request for RD&D ~unds should be 

reduced to eliminate projects that duplicate the efforts of' other 
i:lstitutions or which are otherwise imprudent. Also,. staff" pOinted 
out that expenses for RD&D have increased at a rapid pace. Sta.!! 
asked that we consider SoCalts 1983 request in terms of prior year 
expenditure levels which are: 

1979 
1980 
1981 
1982 

Request for 1983 

$5,.187,000 
$6-,569,000 
$7,588,000 
Not available 
$9,885,000 

Staff argued that SoCal'"s RD&D program is generally 
directed at e:ld-uses, e.g. improvements in appliance efficiency, 
development of gas counterparts to electric devices, etc. Staff 
argued that the ratepayer should not be forced to fund projects which 
are i:ltended to improve SoCal ts market share Vis-a-vis ele.ctric 
utilities. Staff noted ~hat RD&D in appliance ei':f'iency is, as SoCal 
witness Cunnl:lgham testified, being conducted by a number of gas 
appliance ~an~acturers who have a more vital interest in the 

-', s~oject. Additionally, staff stated research groups i"unded by SoC'al 
and. other gas ut-ili ties conduct similar RD&D projects in gas supply 
a:ld use tech:lology. Those groups include the Gas Research Institute 
(G?.!), the AGA, the !nsti t~te of Gas Technology, and the Pacific Gas 
Association. 

Sta.!f witness Joshi testii'ied that he exa:ined SoGalts 49 
project proposals. He determined that seven of these projects 
warranted budget reductions and two should be eliminated, viz., the 
Phase Change E:lergy Storage Project ~~d the Hydrogen Generation 
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. . 
Techni~ues ?~oject. The staff reductions were partially offset by 
the addition of two projects :-ecommended by the staff witness. They 
are (,) a commercial laundry study costing $50,000 and (2) a 
nonelect~ic ignition p~oject costing $140,000. Also, SoCal and staff 
stipulated to a $150,000 reduction for the Peedlot Gasification 
?!'oject. 
Position of SoCal 

SoCal argued that its test year RD&D program conforms with 
the guidelines set forth in D.86595 and affirmed in D.92497. 
According to SoCal, the following criteria f~om D.86595 are an 
integral part of its project evalua.tion and selection process: 
Research projects should promote demand reduction and energy savings, 
protec~ion of the enVironment, safety, improved supply technology, 
and increased company operating efficiency. 

SoCal pOinted out that staff, in its evaluation of' SoCal's 
annua::' RD&D reports to the Co:nmission, stated tha.t SoCal ts RD&D 
programs are satlst'actory. S'oCal took exception to the 
inconsistencies in staff's position. 

SoCal noted that the staff witness agreed in. his testimony 
that all seven projects recom:nend.ed for partial disallowance, as well 
as the two projects recommended for total disallowance~ would have 
passed the sta.ffts own method of ranking projects. 

SoCal also noted that the staff '.tIi tness testified that he 
wo~d have recom:ended full funding for the seven projects but for 
his ~elie! that those projec~s overlapped with GRI research. 
According to SoCal -,ritness Cunningha:n p there is no duplieat,ion 
~e~ween any of the seve~ projects and GRr research efforts. In 
addition, he contends, the seven projects are aimed at specific 
~echno::'ogieal require~ents of SoCal ~~d its customers~ 

"e "ill now turn to a discussion of the specific project 
differences. 
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A. Co~rdi'!lation With GRI 
~he seven projects for which staff" witness Joshi reduced 

expenses due to duplication with GRI are as f'ollows: 

Project 
I~proved Glass ~elter 
Ind~trial Cogeneration 
ASED Heat P'WllP 
Leak Detection Technology 
Eea~-?used Plastic 

Re'Oairs 
Agricultural Waste 

Gasification 
Land-3ased Eiomass 

Total 

SoCal 
Request 

S 300,000 
200,000 
200,000 
250.000 

100,000 

150,000 
50,000' 

$1,250,.000 

Staff' 
Recommendation 

$. 

$'416,667 

Staff' did not recommend complete elimination of' funding for 
these p::-ojects. Rather, staff proposed to eliminate two-thirds of 
the proposed amounts recommending that the remaining one-third be 
provided to GRI to permit GRI to expand the scope of its research to 
acco~odate SoCalts p~rochial interests. Given the importance and 
signific~~ce of' Californiats interests, staff believes that GRI Will 
exp~d its research to the extent necessary to meet SoCalts 
objectives. 

1. Im'Oroved Glass Melter 
SoCal witness Cunningham testified that this project was 

California-specific in that it is designed to produce a glass melter 
which will meet strict California nitrogen oxide (Nox) emission 
standa:ds. lie testified that GRI had no s,imilar project yet in place 
O'l:t would,. in th.e future, undertake such a project. Staff witness 
Joshi testified that the materials provided by SoCal failed to 
indicate that NOx emiSSion reduction was a key element of this 
p!"oject. Sta!f argued that noth.ing in the record sustains a.contrary 
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conclusion. SQCa.l witness CUnningham's :-ebuttal, while mentioning' 
NOx emissions~ did not sufticien~ly desc:-ioe the manner in which the 
research 'j{ill involve emission reduction to wa.rrant the rejection of 
sta!!'sevaluation. 

2. Industrial Cogeneration 
Cunningham testified that" once again r NOx emission control 

was a fundamental aspect of this :project and not within the,sco:pe of" 
GRI's othe:-wise similar :project. Staff argued that SoCa.l's sup:port 
papers !ailed to indicate that NOx emission abatement was at all an 
i:~ortant part of this project or that it might be be~ond the ability 
of GRI to accommodate. Staff submitted tha.t the record does not 
:-e!lect SoCal's contention that NOx abatement is fundamental to this 
project. 

3· ASED Heat Pum~ Project 
Staff argued that Cunningham relied upon environmenta.l 

i:npact objectives to distinguish this project from GRI's heat pump 
:-esea:-c~~ adding that SoCal intended to emphasize the use of heat 
pumps fo:- cooling while GRI was studying heating applications. 
3:owever, according to stat!" witness Joshi, heat :pump emissions were 
not a ":p:-oblem to be solved" given that no gas hea.t :pumps were 
presently marketed. Staff contended that this research is being done 
to develop a market for gas heat pumps. 

4. Leak Detection Project 
SoCal intimated that because of the uni~ue na.ture of 

C&:ifo:-nia soils a substantial contribution to GRI's :project is 
:-e~~i:-ed. Eoweve~, accordi~g to staff, there is no evidence on the 
~eco:-d to show that California soils re~uire the size ot the 
co~t:-ibution, some $2,0,000, planned by SoCa.l. Consequen.tly, staff 
reco:l!llends the :-eductio~ of the reCJ.uested amount by two-thirds. 
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5. Beat-Fused Plastic Re~air Project 
C~~ingham testi!!ed that about 80~ o~ SoCal's new mains 

an~ services are constructed with polyethylene pipe. For this 
reason, SoCal should know all the ramifications· of installing and 
:-epairing polyethylene j?ipe. He also testified that the AGA does 
s~bstantia1 research in this area. Stat~ is convinced that SoCa.l­
directed research would be duplicative of the efforts of both GEl and 
AGA and is unnecessa~ in the amount requested. 

6. Agricultural Waste Gasification Project 
Cunningham testified that given the size of California's 

agricultu~al industr,r ~~d the amount of waste generated in its 
service territory, SoCal should be researching agricultural waste 
gasiticatio~.· However, Joshi pOinted out that GRI is conducting 
:::-esearch on this subj ect.. Staf! asserted SoCal need not· duplicate 
the efforts of GRI. 

7. Land-Based Biomass Project 
Cunningham test·if'ied that this project is Cali:f'ornia­

specific, whereas the comparable GRI project is national in scope. 
Staf! argued that site-specific technology is beyond the 

proper confines of research. Ste££ recommends that SoCal contribute 
to GRIts project tor the study of land-based biomass technology. 
:6.. Phase Change Energy Storage Project 

Sta!f deleted this project since it was not within the 
scope of gas distribution. oper3.tions~ SoCal's :public utility 
~unetion- Sta!t argued that the oenefits to SoCal's ratepayers of 
~he phase change energs storage process are so a.ttentuated that they 
fail to justify funding by ratepayers. 
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SoCal"s RD&D Vitness Cunningham testified that the phase 
change ene=gy storage project is a solar energy research project. He 
also testified that this project is aimed at developing a more­
efficient system for storing energy, and that since the project is 
di:-ectly related to hea.ting water with sola.r energy, it. has a direct 
bearing on SoCal's role as a. gas distributor.. Cunningham noted tha.t, 
GR! c.oes not h.ave any projects o£ this na.t.ure either planned ~or the 
near future or in its current progr~. 
C. Eydrogen ~eneration Technioues Project 

Cu~ingham defended this project on the ground that it 
might provide SoCal with a supplemental source '~if and when we 
a.ctually need it.W Staff recommended that this project be deleted 
from SoCal's 1983 RD&D budget since the benefits to the ratepayer 
:-esulting froe this proj'ect are uncertain. Sta!f witness Joshi 
testified that GRI had discontinued a similar project due to the 
ready availability of gas 5uP:91y both for the present day and the 
foreseeable future. 

Cunningham testified that this project is aimed both at 
short-term technological needs and long-term supply requirement.s. He 
pointed out that hydrogen technology does have a short-term 
application because hydrogen fuel can be used for fuel oells. 
Discussion 

01' the 49, staff recommends deletion of only two projects: 
the :?hase Change Energy Storage Project and the Hydrogen Generation 
Teohniques Projeot. We agree with staff that benefits to ratepayers 
~ro: these two programs are too :-eQote. 

Sta!! :-eeo~ended that funding !or seven of the 49 projeets 
be reduced by two-thirds and that SoCal should use the remaining one­
third to coordinate its efforts with GRI. We disagree. Staffts own 
testi~ony pOints out weaknesses in these seven projects which 
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u:lde:-cut justi~ication for !u.nding at any level. Further, staf'fts 
recommendation to cut funding by two-thirds ~across-the-boardw is, 
a.:''oitrary. We also note tha.t GR.I has a. substant1al budget fo-r 198.;. 
The cost o! gas to SoCal, and all other gas distributors, includes a. 
percentage sna:-e tor GRI. Taking all these factors into 
conSideration, it is reasonable to reduce SoCalts requested 1983 
budget ~ro%ll $9,885~000 to $8,225,.000. This amount includes 
overheads. 

x. Results o~ O~erations 

A. Ado~ted Results 
The followi:lg table sets forth a summary of the final 

:?os1t1on 0'£ SoCal and sta.:f'f. Also included are our adopted test year 
results of operations and the adopted 1984 attrition allowance 
calculation. The following discuss·ion covers the areas o:t difference 
between the parties. 
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'7~ROE 
Southe~n California Gas Company 

Results of Operations 
Test Yea.r 1983 

PLGS SoCalGas 
AdoEted' Authorized AdoEted Authorized 

Revenue 810,601 .. 2 827,68S.3 3,232,.827.0 ;,485,910.7 

Expense 
Production 730,378 .. 0 730,378 .. 0 2,5'11 ,970.8. 2' ,.529 ,.057 .. 9 
Sto:-age 31 ,..1 55,.0 :;1,.155.0 
Transmission 20,955 .. 0 20,955 .. 0 
Distribution 87,77,4.0 87,774 .. 0 
Customer Service 74,.074 ... 0 74,.074.0 
Customer Accounts 88:,..0:;·1 .. 1' 88·~572 .. ; 
Ma~ket Service 16,. 724 .. 6 16·,. 724.6, 
A3G 322.6 329.4 193,.285 .. 1 196·,. 768, .. 2 
10 Sect. Adj. 795·0 795: .. 0 

e Subtotal 730,700.6 73,0,707 .. 4 3,024,.764.6, 3,045·,876.0 

Book Depreciation 17,.799.0 17,799 .. 0 89,825.0 89,.825 .. 0 
Taxes Othe:- ;,292 .. 0 3,292 .. 0 32',.899 .. 1. 32,899 ... 1 
CCPT 4,624.1 6,263.8' 2,126 .. 5 24,.395 .. 9 
~~IT'I 1 S, 541 .6 25,644.3 3,739.0 100,202.3 .... 

Total Expense 774,957.; 783,706.5 3,153 ,. 3~. 2' :;.,2'93,198.3 

Net Revenue 35,643.9 43,981 .. 8 79,472.8' 

Rate Ease 331 ,571 .3 330,' 92.5 1,.453,618.1 1,446,789.6 

Rate of Return 10.75 13·32 5.47 
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E. O~eratins Revenues and Cost o~ Gas 
With res~ect to o~erating revenues and cost of gas, there 

were no signifIcant differences between SoCal and· the staff.. In its 
o~ening brief, SoCal stipulated to the staff showing. We will adopt 
staff's estimates for these items .. 
C. Wa~es and Inflation 

1.. Overview 
S·oCal and the union signed a. two-year collective ba.rgaining 

agreemen~ which resul~ed in a 9.5~ wage increase effective April 1, 
1982. Wages • .... ill be further increasec. 'by 7% to t 0% eff'ecti ve April 1, 

1983. The 1983 wage adjustment is dependent upon the increase in the 
Los Angeles - Long Beach.,. Anaheim COtl.sumer Pl"ice Index for Urban Wage­
Eartl.ers and Clerical Workers (CP!) between September 1981 and September 
1982. If the Index rises more than 7%, the wage increase will be- an 
additional .5~ for each .5% increase (or fraction) in that index, 
subject to a :~~imum wage increase of' 10%. e SoCal ::lodified its showing ba.sed on this latest agreement. 
The amount of labor finally included in SoCalts :-esults of" operations 
re:-lects a 9.5% wage increase for 1982 ·and, 8: .. 5% for 198;. SoCal 
a.:mualized the increase and staff' disagrees with this approa.ch. 

Statf itl.cluded 8:", increas~ of 9.5% for 1982 and 8·.5% tor 
198; •. Eowever, to account for the April 1st wa.ge increase date, 
staff used wage increa.ses o~ 10.375% (13% tor three months and 9.5% 
fo:- nine :r.onths) for 1982 and 8. 75% (9.5~ for tr.ree months and 8.5% 
"!o:- nine months) for 1983. Also, staff limited all nonunion. 
e~?loyees to a 5% wage increase in 198;. SoCa.l took exception to 
staff's 5~ wage limitation proposal. 
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2. A~~~alization o! Wages 
Since the a.ctual wage increase granted by SoCal is in 

ei'i'ect for only nine months of the year, staff teok exception to 
SoCalts an..."l'1lalizing the increase. According to staff,. SoCal"s 
ap~~oach assumes the increase will be in effec~ for 12 months of the 
test yea~ instead oi' nine months. ~he difference is approximately $4 

million. 
SoCa.l arglled tha.t sta!!t s recommendation which·infl.ates 

1981 data to 198; and uses an April 1, 1983, wa.ge reVision date 
incorrectly ass~es that 1981 recorded data include tte full annual 
effect o! step increa.ses in 198't. In a.ddition, SoCal pOinted out 
that staff estimates made no provision !or future step or merit 
increases. 

SoCal a.rgued that it did not calculate the impact of merit 
adjust=ents for management personnel and movement within automatic 
prog=ession salary ranges for nonmanagement employees. Accordingly, 
SoCal maintained that annualization is therefore a conservative 
~ethod of pa.rtially compensating for these factors. On the other 
hand, SoCal did not include in its analysis the effects of employees 
who :-etire or resign and are replaced by employees with lower salary 
levels.. 

In prio:- SoCal general rate case proceedings we did allow 
a"lnua.J.izatioll because SoCal incurred the expense prior to the 
e:-i'ective date o! the rate :-elief. ~he Rate Case ProceSSing Plan 
does p:-ovide :,ate :-elief at the onset of the test year,. eliminating 
the need to a::~.,''l1:.alize ·,.,ages. We will adopt the staff a:pp'r'oaeh. 
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3. Five Percent Wage Limitation 
Statf proposed a 5% wage limitation during the course of 

the hea:-ing. SoCal objected to its late introduction on procedural 
g:-ounds and cited the Regulatory Lag Plan. The A1.JJ ruled that the 
p:-oposal ·'{ould be heard in this proceeding. and provided SoCal wi tb. 
additional time to prepare its case. Since SoCal ha.d ample time to 
p:-epare it case, we af~i:-m the ALJts rulings. 

A. V. Garde, principal utilities engineer and proj.ect 
ma..'"l3.ge:-, presented the statf proposal. He recommended that test year 
:-evenue requi:-ements reflect a 5~ wage increase for nonunion 
personnel in year 1982 and 198;. No limitation was placed upon wage 
inc:-eases for attrition year 1984; however, that year would be 
~fected by the st~f proposal by virtue of the carry-forward of the 
1982 and 1983 effects. According to s·taf'f' this recommendation would 
reduce SoCalts revenue requirement by $1,214~000 in 1983. Of that 
~ount, $5,998,000 represents its ratemaking treatment for salaries 
to :::l3..."lagement employees. According to staff', the tot·al reduction of' 
S7,214,000 :-epresents less than 2.5~ of total wages paid by SoCal. 

SoCal ar~.led that the 5~ limitation amount was incorrectly 
calculated. According to SoCal, the figure should be $;.9 million 
instead of $(.2 million.SoCa.l pOints out that s·t·a!ft s figure do·es 
not recognize the April 1, 1982, 9.5~ wage increase. 

Staff noted that at end-of-year 1981, SoCal had 8,872 full­
time employees, 6,405 we:-e union-represented, 1,904 were nonunion 
:la:lagement employees, and the :-emainder we:-e nonunion nonmanagemen.t. 
SoCal stated that it expects the total number of employees. to grow to 
10,510 du:-ing test year 1983. Staff noted that in prior SoCal rate 
proceedings identical wage escalation rates were applied .to all three 
categories of personnel. 
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Statf acknowledged this extraordinary '~ge 'limitation was 
proposed for one reason. Staff argued that a full flow-through of" a 
9·5~ wage increase would constitute an undue hardship upon 
ratepayers, m~~y o~ whom have already faced the brutal ef~ects of 
layof!s a::ld/ or wage concessions of the 1981-1982 recess,ion. 
According to staff, the present economic climate requires the 
aOa::ldor.::lent of a regulatory attitude of "'bus-iness as usual It and 
pOi!lted to the !act that the Commission itself in the last SoCal 
general rate case decision warned the utility that it would not 
automatically approve '~ge increases. Staff cited D.92'497,. page 96" 
· ... here we stated: 

"While we cannot ignore valid costs that a 
utility is incurring in providing service to 
its customers, we must examine closely costs 
(sic) such as labor for reasonableness for the 
si:lple fact that the utility is incurring them 
:lay not o! itself" be sufficient justification 
of reasonableness - _.." 

e Staff pOinted out that as a general matter, SoCal adjusts' 
its management salaries according to its union wage settlement. 
Therefore, ~anagement may have some contlict of interest in the 
outcome of labor negotiations. 

S~:f't not,ed that nonunion nonmanage=.ent personnel rec-ei ve 
wage increases comparable to union-represented employees. 

Staff did not propose any limitation be placed upon the 
recovery of wages paid by SoCal to union-re~resented employees. The 
s~aff wi~ne3s explai~ed that he did not do so because he believed 
that such a limitation :night constitute an unlawful intrusion into 
..... ..:: ..It' of..... " •. b .. '!:!' d .~..It' i d ..:: w_e goo~ .aMW_ co_.eC~lve argalnlng process. ~a sva.. n ee~ 
ex-:ended its p:,oposal to union employee wages, its test year 198) 

revenue requi:'e:lent " .... ould have 'been reduced by an additional 
$24,413,000. 
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The staff witness testif'"ied that the Legal Division advised 
him there is no legal i~pediment to the adoption of a wage limitation 
!or ratemaking purposes. The basis for that a.ppraisal is provided in 
the Legal Division brief. Legal Division pointed out that what is 
contemplated here is not tha.t the Commission or its staff would in 
a:.y wa.y dictate to management the actual negotiating position since 
that tAs:y const1 tu.te an unlawful intrusion into the collective 
oa:gaining process. What is contemplated is that the Commission 
scrutinize wages in the manner of any other expense, disallowing the 
recoupment of unreasonable costs. According to Legal Division, SoCal 
may pay any level of wages it feels is reasonable and bear the risk 
that the Commission ::light find that level to be imprudent. While 
this may pose some indirect pressures on negotiations, Legal Division 
stated such. pressures are not likely t.o be precluded by federal labor 
law. 

Regulatory law is well-settlec. tha.t the CommiSSion may 
disallow for ratemaking purposes any unreasonable expense if it is 
supported by !indings of fact and conclusions of law. If the 
CommiSSion disallowed an expense it found to be reasonable, that 
actio~ would be a confiscation of stockholder property. Such a 
disallowa.nce would simply not meet the Rope and :Bluefield s.tandards·. 

SoCal argued that staff's proposal is highly unusual. 
SoCal pOinted out that sta!! witness Ga.rde acknowledged tha.t the !ull 
~io!l-negotiated settlement of a 9.5% wage increase is reasonable (RT 
18/1706)~ that the nonu.~iO!l employees should ~eceive the same 9-5% 
increase, but that only 5~ oi' the increase should be passed on to 
~atepayers. SoCal claimed staff proposed tha.t the CommiSSion 
disallow reasonable expenses for test year 1983. 
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SoCal acknowledged that some manui"acturing industries are 
experienci:lg layofts and/or lesser wage increases- SoCal asserted,. 
however, that by their nature these industries face a mo,re volatile 
"ousi:less climate than the utility industry •. According to SoCal,. the 
utility worker accepts a lower pay schedule than employees o~ many 
other i:ldustries for the stability of his or her employment. 

SoCal noted that its cost-of-living adjustment is 
retrospective rather than prospective and that at the t.ime the wage 
increase was proposed, the CPI for the year ending in January 198Z 

·j{as at 1 0.3~. The compa..¥J.y claimed that cumulative wage increases for 
all employees were 10.5% below the increase in the CPI for the pas.t 
five years. Its 1983 union wage increa.se is tied to the Los Angeles­
Long Beach CPI a.."ld will :::-ise above 7tf, only if justified by the 1982 
increase in the cost-of'-living. Therefore, SoCal stated that even 
though cost-of-living indicators are currently rising at annual rates 
lowe:::- tha:l 9.5~, they do not reflect the 1981 events upon which the 
1982 increase was based and are not a. valid ba.sis for limiting the 
1982 wage inc:::-ease to 5%. Rather,. SoCal pOints out the 1982 cost-o!­
living inc:::-ease will be reflected in the 198; wage increase. 
(Southern Cali!-ornia Edison Company bases its wage adjustments on 
forecasted cha..¥J.ges in the economy.) 

4. Discussion 
We have considered staff's recommendation to allow a 5~ 

wage i:lcrease for nonunion employees. While staff's proposal is well­
intentioned, we cannot adopt it. We agree with staff tha.t the 
contracted 1l."lion ·~ge increase was reasonable at the time it was 
:legotiated. But we must also find that the same increase for 
nonunion employees is similarly reasonable since there is nothing in 
the :::-ecord to support a contrary finding. 
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We do !lot reach this conclusion on the prem1s,e that what 1s 
good ~or the goose must be good tor the gander. Ratepayers, must bear 
the reasonable and prudent costs ot SoCal's union contract. We find 
that a 9.5~ increase for 1982~ and an increase tied to the rate of 
in...""1ation for 1983,. was reasonable at the time union negotiations 
took pla.ce in early 1982. These increases are also reasonable for 
nonunion employees. 

It does not follow~ however, tha.t this Commission must 
always treat union increases and nonunion increases alike. For 
exa.:nple, we might reach a different conclusion on this matter if the 
eVidence demonstra.ted that SoCal's nonunion salaries were 
significantly higher than those paid to workers in comparable 
positions in other industries. 

We also agree with stat£' that if we consistently grant 
SoCal identical increases in both the nonunion and union categories,. 
a con...~ict ot interest might arise. It management expects the 
Com::nission to grant a nonunion increase equal to the one negotiated 
with the union, management ~ay have inadequate incentives to bargain 
in good faith. 

On the other hand, wage increases gra.nted by SoCal to its 
::.o::.u::.ion e::lployees vary: some employees receive larger inc-reas.es 
tha.n others. The increase we grant today is for ratemaking purposes 
only and will be applied to actual ·"a.ge increases as SoCal sees fit. 

We remind SoCal that staft does not determine 
~reasonableness~. This Commission does. Thus, SoCal cannot argue 
that certain of its labor-related expenses are patently reasonable 
because sta!f so states. This Commission may come to different 
conclusions tha::. staff and disallow any expenses it finds 
un:easonable based upon its assess~ent of evidence in the proceeding. 
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We agree with staff that the state ot the economy and the 
inc:-eased bu.rdens on utility ratepayers require that this Commission 
reassess many of its regulatory policies. We put SoCal on notice 
that its labor expenses will receive increased scrutiny- We expect 
SoCal to take all reasonable measures to keep these and other costs 
down. 

5. Ado~ted Escalation Rate - Nonlabor . 
Escalation rates are used to estimate future utility 

costs. In this proceeding, staff recommended. 9-3% for 1981, 7% for 
i982, and 9.4% !or 1983. SoCal recommended 15% for all three years_ 

Since the hearings were held. on this matter, more recent 
data a:-e available and should be used. We will adopt 4.7tf, for 1982 
and 6.7~ for 1983 and will adopt staff's estimate of 9.3~ for 1981. 

6. Ado~ted Escalation Rate - Labor 
As discussed p:-eviously, the 1983 union wage increase is 

tied to the Los Angeles-Long Beach CPI and will rise above 7% only if 
the C?I rises over 7%. CPI is not expected. to rise above 7%. 
Because of the retrospective rather than prospective nature of 
SoCal's negotiated wage increase, we will adopt a 7% labor increase 
effective April 1,1983. We will also adopt the 9.5% increase 
e:-!ective April 1, 1982. Accordingly, the a.dopted labor infiation 
rate for test year 1983 is three months a.t 9.5% and. nine at 7% or ~~ 
effective rate of 7.625~. 

7. Ado~ted Attrition Year Indices 
30th SoCal and staff recommended a step-rate adjustment 

based on appropriate indices for certain expenses and capital costs 
for the attrition year 1984.. We will prOVide that adjustment in a 
specific prelimina:y a.:nOUl'l.t subject only to changes in the level of 
t~e selected indices. On or about November 1, 1983, SoCal shall file 
an advice lette~ ~ending the att~ition allowance specified in this 
ord.er to reflect the then :nost current forecasts for the selected 
indices and debt costs. 
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Stat! recommended that attritiqn year indices should be 
based on a weighted average of a number of DRI scenarios, according 
to their probability 0'£ occurrence a.s projected by DRI. SoCal 
:-eco:mended using the DR! ""CON,!ROL" scena:-io without modii'ication. 
We will ac.opt SoCal's recommendation because we are not convinced 
that weighting proVides any additional accuracy. 

At this time, fo:- purposes of estimating the 1984 attrition 
allowance, 'lie will use the latest available DR! control estimate for 1984 
o! an increase 0'£ 5.7'f, f'o"!" the CPI and 8'f, for the P?I. 'l:h.ese percentages 
will be "!"evised to reflect the latest available forecast at the time 
SoCal files its advice letter on or about November 1, 1983. 
D. Storage and Transmission Ex~ense 

1.. Su~ervision and Engineering 
Accounts 814, 830, 850, and 861 are supervision. and 

engineering (S&E) accounts f'or storage and transmission activities. 
T~e total difference in. these S&E accounts between SoCal and staf~ is 
$741 ,000. 

Staff proposed to reduce SoCal's S&E funding to reflect the 
adjust~ents staff made to the non-S&E accounts. SoCs! witness Brady 
a..r--eed there is some correlation. 'between the two categories but not 
necessarily a. direct relationship-

The total difference between SoCal and staff for non-S&E 
storage and t:-ansmission expense is a:p:p:-oxi::nately $5.7 m.illion. 
Aoout half this $5.7 million difference is due to: (1) the number of 
wells to be :-epaired and (2) gas losses. Since well repairs. are 
cor..tra.ctec. out, this difference (31-24) should not affect S&E 
expense. Likewise, gas losses should not a!!ect'S&E expense .. This 
lea"leS a :-.. et :-ec:c.ction of 119$9 than 5~ in stora.ge and transc.ission 
expense, which arguably could i~pact S&E expense. We are not 
convinced this change is s~!icient to cause reduction in S&E expense 
and we will adopt SoCal'e estimates for these S&E accounts_ 
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2. Account 816 - Wells O~erations 
The staff estimate is $98,000 ~ower than SoCalts. Staf~ 

c.lsag!'eed. -""i th SoCal f s estimate of -""astewater haula.ge expenses at the 
Sonor Rancho Storage Field. Production and withdrawal operations at 
tha.t field generate wastewater which must be removed to a dump site. 
Sta!~ adopted the SoCal methodology and removal cost of $6 per 
barrel. However, sta!t used 1981 recorded data to estimate 
~astewater volumes. 

We vill adopt the staff's estimate since it is based on the 
most recent data. 

3. Account 818 - Com~ressor Station E~ense 
The staff estimate is $193,.000 lower than SoCal' s. This 

~i!!erence includes SoCal's stipulation to reduce its original 
esti::::.a-ee by $36,000 tor expenses related to additional guard services 
at the East ~~ittier Storage Pield. 

Staff used recorded 1981 data to project 1983 expenses .. 
SoC3.l argued t·hat the use of 1981 recorded data does not make stUfts 
estimate more reliable than its own. SoCal further argued that its 
1983 estimates are grass roots estimates developed by each division 
and department. SoCal pointed out that in the cost planning process,. 
SoCal's projections are made 'for t-""o future years by th-os-e p~ople 
directly responsible for the work to be done. ~herefore, SoCal 
argued its estimates better reflect expected 1983 operations .. 

We believe the staf'f's estimating approach is reasonable. 
A g~ass roots estimate is not necessarily more reasonable than any 
o-:~er. Mo:'eover, it is ve-:y difi"icul t to e"raluate c·n a. hea.ring 
reco:-d which does :lot include testimony by those who developed the 
estioates. We ¥ill adopt staff's estimate .. 
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4. Account 821 - Puri£1cation E~ense 
The statf estimate is $231,000 lower than SoCal's. Of this 

atlOU:lt, $;6,000 is attributable to statf's proposed amortization over 
a two-yea.:- pe:-iod of' e~enses associated with 198; glycol purchases. 
Xo glycol is to be purchased in 1984. 

~he amount in question is :-elatively 1nsigniricant tor 
ratemaking pu:-poses but the issue was presented in several instances 
besides the glycol purchase., 

The glycol purchase is a nonrecurring expense, which is not 
of a substantial or extraordinary nature. Under the Regulatory Lag 
PIa.=., the '!;.tility:nay submit only one test showing:.. SoCal argued 
t~3.t it cannot submit a ,list of nonrecurring miscellaneous items 
wh.ich '«ill occur in the second year, and that it, is reasonable to 
conclude that there will be such items which will oeeur in the second 
year and not in the first. 

We note that we establish SoCal's revenue requirement based 
upon those costs SoCal can demonstrate are reasonably foreseeable,. 
:lot those that are not. We will adopt staff's amortization proposal. 

The remaining $195,000 difference between SoCal's and 
sta.~~' s recommenda.tions res-....J.ts from differenc'es in estima.ting, 
techniques. SoCal used a. grass :-oots estimate, derived by field 
pe:-sonnel responsible for the account. St~f used 1981 re-eorded data. 
in!lated to develop a 1983 estimate. SoCal argued that staff did not 
adj'!;.st t981 to fully :-eflect 1983 pl~~ed operations. If staff 
wishes to '!;.se this same approach in Soeal's next rate case, 
stai'fshould consider proposed changes between the one recorded. year 
used as the basis of its estimates and the company's operation plans 
'!or the test year. Since sta.'!! does not specifica.lly pinpoint where 
SoCal's estimate is excessive, we will adopt the SoCal estimate for 
this portion of Account 821 • 
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5· Account 823 - Gas Losses ....... 
Tbe staff estimate is $704,000 lower than SoCalts because 

st~~ would disallow the amortization of certain storage field gas 
losses incurred prior to 1983. These losses can be divided into four 
categories. 

(1) 

(2) 

(:;) 

Surface Leakage - losses; from the well 
head and field pipe fittings (normal 
opera.tion) ; 
Incidents - losses from leaks in well 
casings and related assembly; 
Plant Blowdowns - the evaouation of gas 
from the storage field piping for 
maintenanoe activities; and 
Migra.tion - the subsurfaoe movement of 
gas outSide the storage field. 

SoCal proposes reoovery of· $1 ,822,000 for expenses 
associated with pre-198:; losses (Exhibit 40). 

Staff allowed for pre-19S3 migration losses, since stai'f 
agreed these oould not have been estimated. Staff also allowed for 
esti:::::l.ated 198:; gas losses for all the above oategories.. Therefore,. 
the issue is whether SoCal could have reasonably estimated pre-198;; 
losses in question for categories (1) through (:;). 

SoCal argued that it oould not estimate these losses 'Pr1or 
to the availability of a stud:r undertaken for SoCal by Dr. Katz. The 
results o!" this stud:r,. aooording to SoCal, were not ava.ilable ~til 
this rate oase. 

Sta!f argued ~hat SoCal was aware that the losses were 
occurring yet made no effort to estimate them until the prese~t rate 
case. Staff stated that SoCal should bear the oonsequences· of" its 
lack of diligenoe in pursuing the reoovery of this expense. We agree 
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SoCa.J. filed worl!papers on La Goleta field losses late .. 
Staf~ recomme:lded that the amount involved, approximately 2' :Bcf,. 'be 
defer:-ec. to the next ra.te case 'because it did not have' time -tor 
review. The staff witness has conceptually allowed for recovery of' 
~ig:-ation losses prior to 198; and SoCa.l's rebuttal testimony 
estaolishes the ·'olumes. We will allow SoCal t s rec;.uest for 1 ,.421 .9 
M2CP migration losses at La. Goleta. Rowever,. staff' should review 
this item in the next proceeding where we will reflect any a.djustment 
req,ui:-ed. 

Stai'f witness Ferraro also :-eeommended that because of the 
la:-ge gas losses at the East Whittier Storage Field, SoCal should 
unde:-take a study to determine whether that field should be removed 
!:"o~ o~e:"ation. SoCal witness Bra.dy agreed to expand SoCalts current 
study o~ that tacility. Staff' recommended that SoCal 'be required to 
:"epo:-t its findings in its test yea.r 1985 rate tiling. We agree. 

6. Account 824 - Other Operations E~enses 
Exhibit 141 reflects a. difference of $219,000 in Account 

824. This aoount is rela.ted to the amortization of certain 
c3.I'!.cellation fees resulting from the revised plan of operations at 
Ten Section. The appropriateness of this expenditure will be 
considered along with all other Ten Section expenses. It is, 
therefore, not included in test year 1983. 

7. Account 831 - St~ctu~es and Im~rovements 
The staff estimate is $4,2,000 lowe:- than SoCal' s.. ~he 

difference is due to the ditference in estimating techniques 
p:-eviously discussed. 

SoCal reduced its estimate between the NOI and the 
application f~om $499,000 to $)76,000. SoCal witness Brady explained 
':hat the adji.:.stmer .. t recognized some paving and :-oadwork moved forwa~d 
!:-o~ 198; to 1981. We will adopt SoCal's estimate. 
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8. Account 8;2 - Wells 

.. , 

~his account involves, the largest dollar difference between 
sta.!! and SoCal rela.ted to storage eXllense. Sta.!f's estimate is 
S2,651 ,000 lower. ~he controversy surrounds the number of wells to 
be re'03.ired in 198:;. Well repairs for purposes of this discussion 
are 'divided into two categories~ major and other. 

Eoth SoCal and sta!~ contemplate essentially the same unit 
cost by tne of well repai::,,; the difference in estimates is due to a 
disagreement over the estimated number o~ well repairs. Staf~ 

estimated 19 and 5 other well' repairs. SoCal projects 26 major and 5 
other well repairs in test year 198:; at a cost of $10,208,,068. 

SoCal used a least squares trending method. According to 
SoCal this analysis produced a correlation coef'f'icient (R) between 
time a.r..d the number of repairs of .. 75 which. SoCal considers 
reasona.ble. 

Sta!f witness Perraro asserted that SoCal's R-squared value 
(.56) is not acceptable, therefore, he used a four-year average. 
S¢Cal .. on the other hand., contends a :tour-yea.r average ignores time 
(age of well casings) as a factor and it ignores the increasing trend 
in the number of well repairs. Both approaches seem to have 
shortcomings .. 

We note there are numerous factors which affect the number 
of wells repaired each year, e.g. availability of drill rigs and 
complexity of job, etc. We also note that the number of repairs for 
the last nine yea.rs has increased each year over the preceding yea~ 
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with only two exc~~r:ions. Thus, f"rom 1973 through. "98'1 SoCal't s major 
well ~epai~s totaled 4, 5, 11, 19, 13, 21, 14, 17, and 24. Ferraro 
took ,:c.e ave~age of the last four yea:-s 0'£ majo~ well repairs, which 
is 19, a..."lc. to this figure added 5 other repai rs to o'b'tain his 
esti:ate o~ 24 well repai~s to:- the test year • 

. We note tha.t the last ~ecorded number tor :naj or well 
~epairs is 24. Beca.use of increasing age it is reasonable to assume 
that there will be little dec:-ease in the number of' major well 
repai~s. ¥e will therefore adopt 23 major well re~airs as re~sonable 
for the test yea:-. To this we will add 5 other repairs, which stat! 
and SoCal ag~ee is'reasonable, for a tot~ot 28 well repairs. ~ 
9. Account 824 - Compressor Station Egui~ment 

The staff estimate is $351,000 lower than SoCal's beca.use 
sta!! pro~oses to amortize nonrecurring expenses over two years. 
SoCal witness Erady identified the projects which would be undertaken 

4in 1983 but which would not require any additional funds or work 
co:mitI:lents in 1984. Brady could not identify any projects in 1984, 
the expenses of which would arise to replace the unusual 198',3 
proposed projects. Accordingly, stat'!" argued that these 198; 
expenses should be amortized over two years to prevent dOUble 
collection. 

For the reasons previously discussed, , .... i tll regard to the 
glycol pu::-chase, we will adopt staffts amortization proposal .. 
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10. Account 853 - Compressor 
Station Labor and Expense 
~he staff estimate is $90,000 lower than SoCal's. As '"i th 

glycol expenses reflected in Account 821, SoCal intends in 198; to 
replenish stocks of lubrica:tioXl oils depleted during 1982.. 'l:here is 
no plan to replenish lubricatioXl oil duriXlg 1984. Staff ar~ed this 
e~ense should be e.:nortized over two years.. For the reasons stated 
previously, we will adopt the staff proposal. 

11. Account 856 - Mains Expense - O~erations 

Xhe staft"s estimate is $352,000 lower than SoCalts .. 
Sta!!'s es~i~ate is based on recorded data. with specific increases 
for retesting of pipe due to class changes and additional costs 
associated with the i~plemeXltation of the Underground Service Alert 
program, whereby one call notifies all parties of a scheduled 
excavation. SoCal used a grass roots estimate generated by field 
personnel.. We '"ill adopt stai'f's es,timate since staf'f's estit:.ating 
approach is more reasonable. 
12. Account 857 - Measuring and 

Regulating Stations 
~he staff's estimate for this account is $91 ,000 lower than 

SoCal's. Staff generally agreed with SoCalts estimate but argued the 
inc:-ease in automotive expenses is inconsistent with the increase in 
employees. We will adopt staff's estimate. 

~;. Account 858 - Com~ression o~ Gas by Othe~s 

SoCal withdrew all expenses :-ecorded in Account 858 from 
t~is proceeding under the assumption that all Account 858 gas was 
prope:-ly included in C~~ proceedings.. However, it was later 
determined that compressor fuel gas not burned under a specific SoCal­
PG&E contraet is not :-ef'lected in C~'! rates. Cor...sequentlJ,. SoCal 
should receive $6,000 for this item. 
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14. Aceour.t 859 - Othe~ E~enses 

Sta.!! deter:J.ined that SoC-aIfs 198; test year estimate does 
not adeq,uately consider recent inc~eased costs for gas odorant, a 

petroleum-cased p~oduct. Acco~dingly, SoCal should receive $79,000 
to cover increases for this item. 

15. Account 860 - Rents 
This account records rents related to transmiss·ion lines. 

The major-ity of these rents a.re paid to railroad companies ~or 
t:-a.r..smission pipelines which cross their property under agreements 
which are negotiated ~or each pipe crossing. 
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~he staff estimate 'for Account 860 is $184,000 lower than 
SoCal's. At the time stat! p~epa~ed its estimate, SoCal was still 
negotiating some of the contracts. ~herefore,. statf used recorded 
1981 expense with no allowance for inflation in its estimate for 
198;. Suose~uently, SoCal concluded its negotiations and submitted 
late-filed Exhibit SS reflecting the results of these negotia.tions. 
Accordingly,. we will adopt the amounts shown in Exhibit SS,. less 
$, 9 ,8S0, which is the a.:nount for 1981 and 1982 rent· payable on South 
:aasin Division #2269 right-of-way. We see no reason for this amount 
to be included in 198, expenses. 

16. Acoount 863 - Mains Maintenanoe 
The statf estima.te is $127,000 lower than SoCa1's. Staff 

ger.e~all:r ag:-ees with SoCalfs estimates but amortized unusual 
e~enses which will not occur in 1984. We will adopt the staff 
estimate. 

17. Account 864 - Compressor Station 
'Equipment - Maintenanoe 
~he stat! estimate is $410,000 lower than SoCal's. ~he 

di!'ference is due to stat! amortizing unusual 1983 ex.penses which 
will not ocour in 1984. We will adopt the staff estimate .. 

18. Account 865 - Measuring and Regulating 
Station Eoui~ment - Maintenance 
~he staff estimate is $50,000 lower than SoCa1's. Statf 

noted a dispropor~ionate increase in this aocount compa~ed to the 
operatio:-.s account for this equipment.. SoCal witness :a~ady indicated 
t~at equi~ment age is the cause of the disproportionate inerease. We 
will adopt SoCal's estimate. 
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E. Dis~~ibu~ion Expenses 
Eugene L. O'Rourke, vice president, Dis~r1bu~ion and 

Measurement, presented SoCal's proposals concerning distribution 
e~enses (exclusive o~ customer se::-vices expenses). Staff" presented 
its case th~ough Francis S. Ferraro, supervising utilities engineer. 

a'Rourke estima.ted expenses. f"or his depa.rtment totaling 
Si14,038,000 in test year 1983. Stai'f"'s estima.te totals 
S98,737,000. As a consequence, there remains a difference between 
st~~ and SoCal of $15,;01,000. 

1 _ Aecounts 870 and 885 -
Su~e::-vision and Engineering 
The staff estimate is $691,000 lower than SoCalts. This 

a:ount is proportionate to adjustments sta!! made in other non-S&::S 
accounts. The relationship between S&E expense and non-S&E expense 
was debated a.t great length. O'Rourke agreed that there was such a 
relationship between, specifically identi~ied items. Eased on this 
c.isC'"J.ssion, "<Ie will adopt 10~ of the sta.ff' a.djustment. A.ccordinglY'~ 

SoCal's estimate will be reduced by $69,000. 
2. Accounts 875 and 889 - Measuring and 

Re~latin~ Statio~ Eouipment 
The stat!' estimate is $183.,000 loW'e~ than SoCal's. The 

sta.!! adjustment W'3.S ba.sed on custom~r growth. We agree wi'th SoCal 
that these accounts are not sensitive to customer growth. 
Accordingly, we will adopt SoCal's estimate. 

3. Account 8i8 - Mete~s a.nd House Regulators 
Staff's estimate is $9,000 lower than SoCal's. The sta~! 

inc::-eased 1981 expenses by gro~h in pl~ned mete~ repairs. SoCal 
based its prOjections on its meter perf"ormance control program, which 
is a statistical analysis filed annually with the Commission. We 
will adopt SoCal's estimate. 
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4. Account 880 - Othe~ E~enses 

~he stat! estimate is lowe~ than SoCal's by $1,;8S?000. 
This is generally due to exc:'uding amortization o-r 1982 
?olychlorinated :Biphenyls (peE) ex:penses. We vill n.ot amortize the 
?~io~ yea~rs expense in test year t983w The statt adjustment is' 
adopted. 

PCE estimated expenses included in. Account 880 for test 
yea~ 1983 are $3,000,000. There is no disagreement between the 
pa~ties regarding the need to deal with the PCE problem and SoCal's 
p:-oposed solution. Since the problem is relatively new and it is not 
pOSSible, at this time, to rea.sonably estimate test year costs,. statf' 
:-ecom:nended that $),000,000 in expenses !or each year be included in. 
:-ates. Adjustments, it necessary, would be made in SoCalts next 
gene~al rate case. We will authorize SoCal to establish a deterred 
account !or this item commencing January 1, 1983. SoCal will provide 
sta!! with a summa~ o! this account every six months. Any over or 
unde:- expenditure will be accounted for in SoCal's next general rate 
case .. 

5. Account 8S7 - Mains 
The staff estimate is $7,574,000 lower than SoCal's. 

$0,633,000 o! this amount is related to the new leak .survey program 
discussed below, $915,000 is due to SoCal's req,uest to amortize 198'2 
leak :-e?ai~ costs and the remainder, $26,000, is due to st.a!f's 
adj~tment based on customer growth. 

a.. The 1-2-4 P:-og:-am 
We refer to the $6,6;3,000 difference between SoCal and 

staf! in Account 887. 
SoCal plans to i~~lement a '-2-4 leak survey 

freq,uencyprogra:o. in 1983. According to SoCal,. an. un.disputed need 
exists to increase the f:-equency of surveys. The costs associated 
with this prog=s.m total $8,926,000 in the test yea::: and affect 
Accounts 887 and 892. 
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Stait concluded the 1-2-4 program and projected expense 
levels are reasonable but is concerned that concentrated program 
i~plecentation would cause too great a rate impact. Ferraro 
recommended phasing the program into two parts; one now. and the other 
in 1985. SoCal disagreed a.r.d pOinted out that phaSing the program 
would extend the time to complete a full cycle and the higher expense 
level called tor by the 1-2-4 program would likewise be extended. 
:'u:-ther':llore" SoCal noted that considering inflation :-a:tes" ratepayers 
:ay ulti':llately pay more i~ one-hal~ ot the program is deferred until 
1985· 

We are concerned about the impact on the ratepayer a.r.d 
will adopt staft's recommenda.tion with regard to phasing the 1-2-4 

b. Leak Repair Backlog 
We reter to th.e difference of S915,000 between SoCal 

~d sta!t in Account 887. 
SoCal stated that it proposed to spend $;,000,000 in 

i982 to reduce a backlog in unrepaired leaks (Exhibit 12, pages 6-' 
7). SoCal proposed to recover one-half of these expenses in each ot 
the years covered by this proceeding. SoCalts proposal to reduce the 
leak backlog a!fects Accounts 880 ($'180~01")0), 887 ($915,000)" and 892 
($40,,000) (Exhibit 56). 

° tRourke indicated that if the amortization re~ues,t was 
not allo~ed, the work itself would be deferred until 198;' ~~d 1984. 

Sta=:f opposed recovery of these proposed 1982 
expenditures. In addition, staff concluded a "catch-up" leak repair 
progr~ in 1982 is unnecessary, although there is no opposition by 
staff to a catch-up program in later years. Staff ag:-eed with 
SoCal's goals in 1984 of a backlog between 5,000 and 7,000 leaks. 

We will adopt the staff recommendation. 
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c. Other Items 
Regarding sta!!'s $26,000 adjustment based on growth, 

we will not adopt staff's recommendation since we are not convinced 
this account is directly affected by customer growth. 

In summary, S·oCalts estimate for Account 887 should b~ 
reduced by $7,;48,000. 

6. Account 892 - Services 
~he sta.!! estimate is $5,;49,000 lower than SoCal's. 

$2,557,000 o~ this amOU!lt is due to proposed Federa.l Leak Survey 
Regulations,. $1 ,343,000 is due to the 1-2-4 leak survey program, 
$40;,000 is due to amortization of 1982 leak repair costs, and 
$~ ,044,000 is due to di!ferer.ce in the number of leaks to be repaired 
in the test year. 

a. Pronosed Pederal Survey Regulations 
SoCal included $9,190,000 in its test year estimate to 

CO·ler costs associa.ted with new requirements under proposed federal 
leak survey regulations (Exhioit ,6). ~his expense item affects 
Accounts 887 and 892. These regulations, if adopted, would require a 
substantia.l expa.nsion of those types of surveys presently required to 
oe made on an annual "oasis and would be additional to SoCal's 
propos.ec. expendi tu:-es under its 1 -2-4 p:-o·gram. 

Staff' recommended no allowance for those projected 
expenses in this proceeding on the grounds that the proposed rule is 
likely to 'be withdrawn. Staff' agreed that if the rule is not 
witb.dr~~, SoCal's estimate o! the cost of compliance is reasonable. 

~e ag:-ee with stat!. However, SoCal should be made 
-.. hole !o:-- expenses that might be incurred for complying with new 
federal regulations. We will authorize SoCal to establish a deferred 
account to recover these ex:penditures in its next gene:::-al rate case 
proceeding. SoCal sho'J.ld notify the Commission by letter- if' and -"hen 
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. , 

these federal regulations are ilnplemented. If' theyare~ SoC's.l should 
i\!rnish stat! with So summary of this account every six months.. No 
allowance !or these ex,enditures will be made for test year 1983. 

b. Other Items 
As discussed above, we will adopt staff's 

recouendation regarding pha.sing the 1-2-4 program. 
We will not grant SoCal's request to amortize $405,000 

in 1982 leak repair costs in the test year. 
Statf a.nd SoCal are generally in agreement regarding 

the cost of compliance with proposed Federal Damage Regulations. 
SoCal accepted stat!'s estimate of $1 ,930,000 for this item .. 

Regarding th'e $1 ,044,000, which is due to difference in 
the nU:lber of leaks to be :repaired, SoCal states that the significant 
increase in leaks is due tiC use of new leak detection eqUipment wh.ich 
is ::tore sensitive. According to SoCal, the backlog in 1980 of Code 
I!! nonhazardous leaks increased to 17,840 .. Now SoCal wants to 
decrea.se the ba.cklog to between 5,000 to 7,000. We will adopt 
SoCal's esti::na.te fo:- this item .. 

In summary, SoCal's estimate for Account 892 should be 
reduced oy $4~305,OOO. 

7. Account 894 - Other EqUipment 
Mainter .. ance cost:s of compressors at natural gas vehicle 

re!ueling stations account for a $11 ° ~OOO difference 'bet·ween statf 
and SoCal esti~ates. Sta!f's lower estimate is based on its proposed 
reduction i:-.. employee levels.. O'Rourke testified that the higher 
expense level ·N'as appropriate due to: (a) the addition of o·ne· or two 
refueling bases between now and 1983 and. (b) the higher percentage of' 
SoCal fleet being e~uipped with natural gas. 

Ne will aao~t SoCal's estimate .. 
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:. Custome~ Se~vices Ex~enses 

Radcliffe testified for SoCal and Ferraro present,ed the 
position of sta.ff.. SoCal's estimates totaled $8;~388~000 ar .. d the 
sta!f's estimate was $78~815,000~ a difference of $6~573,000. 

1. Account SiO - Supervision and 
En~ineering Ex~ense 

The differences in this account are: 
S&E Expenses S 2:;8,000 
Level of Service Studies 
Correction 

200,000 
669,000 

S1 ,107,000 

Sta.!f' witness Ferraro adjusted SoCal's estimates for S&E 
ex:;enses down.ward $2:;8,000 'to renec't, sta.!!t s adjustment to non-S&E 
accounts. 

SoCal witness Radcliffe testified that the higher projected 
S&E expenses in 198:; were not related to the prOjected increase in 
non-S&:E activities. SoCal a.lso argued that 198'1 recorded data should 
not be blindly used in developing 198) expenses. S,oCal argued that 
its grass roots estimates bette~ reflect anticipated operations f'or 
the test year. 

We are not conVinced tha't the magnitude of reductions in 
non-S&E expense proposed by sta!f' will be suffiCient to- trigger a 
si~ifican't reduction in staffing levels. Accordingly~ we will adopt 
SoCal's esti::ate for S&3 expense. 

The second item of disagreement between staff and SoCal 
cen'ters on the cost for two Level of Service stUdies, which. SoCa.l 
originally estimated at $100,000. Staff 'N"ould allow only $200,000. 

Staff's esti~ate for 't~ese Level of Service s'tudies is based on a 
?G&E study which s'taff contended was similar to the studies proposed' 
by SoCal. We will adopt the staff estimate as reasonable for the 
test :rea.r. 
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Pinall:r~ there is a dif'fe:o:-ence of $669,000 between SoCal 
and staf! which is attributable to SoCal initially including this 
amount in the ''{!"ong table. SoCal later made the correction but statf' 
had not included the $669,000 in its estimate of' Account' 870. 
Conversely~ sta!f's evaluation of' Account 901 is overstated by 
S669,000. 

·we will make this correction and reflect the $669 ~OOO in 
Account 870. 

2. Account 878 - ~eter and 
Eouse Regulator Expenses 
~he diff'erences be~een SoCal and staff are: 
1982 overpressure protection costs ~ 642,000 

)66·,000 Appliance survey 
Adjust~ents due to estimating technique 2.393,,000 

$) ,.401 ,000 

Por reasons previously discussed, SoCal cannot include­
$642,000 in estimated 1983 expenses for amortization of 1982 OPP 
expenditures. 

Regarding the second item, SoCal argued that stat! did not 
specifically allow the cost of an Appliance Data Survey prOjected to 
cost $1.3 :illion in test year 1983, portions of the dollars :tor 
which are included in Accounts 878, 879, and 903. We agree with. 
SoCal that these costs should be ref'lected in 1983 estimates. 
Accordingly, we will allow SoCal $;66,000 for this item in this 
account. 

':!:u:-ning to the thi:-d item, the $2,393,000 a.djustment is due 
to diffe:-ence in estimating techniques. We agree with sta.!f that 
SoCal's estimate re:t"lects an unrea.sonable percentage increase. We 
will adopt staff's estimate for this item. 
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Installation B~enses 

* 
The staff estimate f'or- this account is lower than S'oCal t s 

by 51,5;1,000. 0'£ this amount $417~000 is due to statf"s exclusion. 
of the appliance survey and $1 ~ 114,000 is due to staff using 198:1' 
:-ecorded and expected customer growth as the basis for its 198; 

As discussed previously, we will allow S417~000 for this 
appliance surveyp 

Turning to the $1 ,114~000 amount,. staff pOints out the:-e is 
no disce':'nible reason for this level of increase~ We will adopt 
staff's estimate. 

4. Account 880 - Other Expenses 
The staff estimate is lower than SoCal's by $534,000. 

Stat! argu.es there is no discernible reason. for SoCal's level of 
expense fo:- this aCCOUT .. t. We ".iill ad.opt staff' s estimate .. 
G. Customer Accounts Ex~enses 

Rad.cliffe dl~velo:pec. Customer Accour.ts E~enses ~ exclusive­
o'! EDP-Billing OperatiOn. to:-- SoCa.l... Robert L. :Ballew, manager 0"£ . 

Budgets and :FinanCial Plann.ing presented EDP-:Billing. The staff 
~ti tness covering both e.rea.s was ~homas T. Hamamoto, senior ut ili ties 
e~ginee,:,. 

SoCal estimated Customer Accounts Expenses to be 
$103,971,000 fo':' test year 1983. Staff' forecasted expenses totaling 
596,072,000. The dolla:- difference is $7,899,000. 

Ea.ma:noto would allow $2 ,084 ,000 less than SoCa.l in 
uncollectible expenses at p':'esent :-ates. Also, he recommended. 
5~,000,000 less than. SoCal's request 'based on sta.!fts proposed. 
~ed.uction i~ manpowe~. Pinally, a disagreeme~t exists of 
app:,ox~mately $2.5 million concerning p':'ojected. postal rate increases. 
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i. Uncollectible ~~ense 
Hamamoto proposed reducing SoCalts estima.te of" its 

unCOllectible expenses from $7,117,000 to $5,.0;2,800. His 
uncollectible estimate is premised on taking SoCal's average 
systemwide uncollectible rate for 1980 and 1981 and a.pplying that 
average rate to projected 198; esti~ated systemwide sales. 

SoCal argued that 99~ of the total uncollectible expense is 
due to residential and commercial customers; therefore, it is 
incorrect to use systemwide figures which include steam-electric 
pla::lts sales. 

Also, SoCal pOinted out that the 1981 figures used by 
Ea.:na.:noto did not reflect a. pass-through of $335,.000,000 in s,upplier 
re~ds. We a.~ee with SoCal that recognition of these refunds is 
appropriate and should be included in the calculation. 

SoCal's uncollectible rate based on 1980 high priority 
temperature adjusted sales is .480. SoCal used .490 in this 
proceeding to recognize the effect of higher bills. 

SoCal further notes its uncollectible current write-off 
percentage, .4870, closely approximates the .4900 rate included in 
this proeeeding. Accordingly,. we will adopt the SOCal figure. 

2. Manpower Reductions 
Staff witness Hamamoto made substantial adjustments to both 

the expenses estimated by Radcliffe and Ballew based on a reduction 
in employees. These a.djustments total $4,000,000. Staff assumed 
that employee rectuirements track customer growth and thus adjusted 
out all employees estimated by SoCal in excess of the staffts. 1 .8~ 

customer growth rate. 
Also, staff developed a per-employee dollar amount by 

dividing SoCal's prOjected 198; expenses for EDP and non-EDP 
operations by the prOjected number of employees in each of" those 
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ca~egories. Sta!~ then subt~acted the appropriate amount tor each 
e~~loyee d~opped. ED? expenses were reduced $80~50; each tor 19 
employees, or a total of $1 ,529,500. Non-EDP expenses were reduced 
by $40,763 ':tor each of 61 employees, a. total of $2,486,500. 

SoCal argued tha.t the methodology used by Hamamoto excludes 
consideration ot new employee requirements which a.re not directly 
related to customer growth. Thus, according to SoCal, on the non-EDP 
Side Ea:namoto had excluded e:qJenses needed by SoCa.l in 198-3 :tor its 
Appliance Data Survey, Level Pay Plan, Energy Assistance P'rogram, and 
3xp~ded ~elephone Services. SoCal further noted that Hamamoto 
igllored req,uirements o'! $500,000 to test hand-held meter d.evices and 

$250,000 :tor a customer relations training program. Finally, on the 
non-EDP side, S{)Cal submits E:amamoto ha.s failed to- recognize a 

several hu.:..dred thousand dollar requirement :tor brochu.res and bill 
inserts needed to (a) implement the termina.tion of service 
reqUirements o'! OII 49 and (b) a third-party notification procedure 
as speci:tied in OII 49 .. 

With regard to ED? expenses, SoCal argued that Hamamoto 
ignored the $2,788,000 in Account 903 for expansion of existing 
programs and addition of new programs. According to- SoCal, t,he 
extraordinar,y items unrelated to customer growth are: added 
req-':'irements a.ttributable to the increased complexity of' ra.te deSign, 
increa.sed requirements in handling supplier refunds, report card 
billings, pa~ent assistance programs, requirements under OII 49, and 
li!eline allowance audits. SoCal noted Hamamoto ignored the 
increased employees needed to handle added emergency and safety 
~tte~s, ~~provements in operating e~~iciencies, and increased 
re~u.irements in historical data file maintenance. 

According to SoCal Eama.:noto assumed, with one exception, 
t~at the existing work ~orce is adequate to handle all of SoCal's uew 
needs. 
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We agree with SoCal that there will be extraordinary items, 
over and above those required to offset normal customer growth~ and 
i~ found necessary such extraordinary items should be allowed in 
~ates- Eoweve~~ SoCal is seeking an inordinately large increase in 
this a!"ea. We believe SoCal should make do 'with less.. Accordingly,. 
we will adopt ha.lf the $4 ,.000 ~OOO reduction proposed by staf'f'.. ~his· 

should provide SoCal with funding to implement the new programs on a 
somewhat smaller scale. 

3. Postage 
SoCal included a prOjected increase of' $2,.461 ,000 in. 

postage !"ates in its estimate ot postage expenses. The stat1" 
estimate is based on existing rates. 

SoCal argued that such an approach is unjustified and 
-.:.nreasonable. SoCal notes it lost nea.rly $1,000,000 in 1981 because 
in its last general rate ca.se the Commission would not recognize the 
proba.bility of' a postage increase. SoCa.l submitted that such a 
situation should not be allowed to occur again and requested that a 
def'er!"ed or balanCing account mechanism be authorized 1"or postage 
increases. 

We are generally opposed to a balancing account tor postage 
because it ·'(ould remove an incenti va 1"or SoCal to control this 
expenditure. ~here is no indication of any postal rate increase in 
the o!!ing. The attrition allowance tor 1984 should ~rovide relief 
to SoCal if there is a postal rate increase. Accordingly, SoCalts 
:-ecr.:.est for a balancing account to accoaunodate postal rate increases 
is denied. 
E. Administrative and General Expenses 

?ou~ SoCal witnesses covered Administrative and General 
(A&G) E~enses. J. Arthur Johnson, vice pres1dent~ Industrial 
Relations, sponsored employee pensions an benefits. Samuel J. 

Cunningham, m~ager of Research,. covered Research and Development 
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expenses. John Patrick Gar'ner~ vice president, Pu'blic Affa.irs, 
testified on SoCal's Public Af'fairs activities. Ro'bert I. .. :Ballew,. 
:la.n.sger of' :Budgets and Pinancial Planning,. had responsibility f'or all 
other ite~s in this 'broad expense category. 

Maurice P. Crommie,. Research Analyst,. sponsored Employee 
?er .. Sions and :Bene:f'its :f'or the sta.tf' and R. Donald M:cCrea., Associate 
Utilities Engineer, was the staf! representative f'or all other A&G 
:n.atters. 

The staff and SoCal are $8.0 million a.part in their 
respective estima.tes of total A&G expenses, $5.1 million of' which is 
attributable to Employee Pensions and :Bene!its. 

1.. Account 920 - A&G Salaries 
St~! noted that SoCal's estimate of total A&G expenses· 

do'U.oled between 1979 and 198; with indiVidual accounts increasing in. 
SO:le cases as much as :f'our times thei~ 1979 level. In many 
instances, statf was satisfied 'by SoCal's explanation of this high 
level of escalation. In ¢thers, staff argued that SoCal provided 
insufficient justifica.tion to adopt th.e SoCaJ. estimate.. Staff found 
~ unreasona.ble rate of increase in Account 920. Stat! argued that 
this account formerly included expen.ses associated with SoCal's 
i:lterna.l audit functions; that function is now performed 'by Ptc with 
those expenses now included in Account 923.. Staff witness McCrea 
testified that with the transfer of' this major expense item he would 
b.3.ve ex~ected a sizable decline in Account 920 or at least escalation 
in this account at a ~ate less than inflation. Since nO such decline 
was ~erce?tible, McC~ea concluded that the SoCa.l estimate was 
un:easor.ably in.~ated- Accordingly, he reduced SoCel's estimate by 
S900,000 to reflect this shift ot internal audit functions. 

SoCal argued that McCrea made no speci!ie inqu1~y into the 
co:~onen:s o~ Aecount 920. SoCal witness Ballew testified that due 
~o a trans!er o! !~etions, ex~enses associated with inte~nal 
auditing were now estimaed in Accou..."lt 923 (Outside Services.) and not e included in Account 920 as ·tlas th.e case in prior years. 
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SoCal a:-gued that Account 920 contained these auditing 
expenses only through 1980. SoCal submits that inspection of' the 
1980 and 1981 numbers supports its position. Recorded numbers in 
Account 920 are $6,120,000 in 1979 and $6,669,000 in 1980. Expenses 
es'timated ~or years 1981,. 1982, a=.d i98'3 a.re $6,741,000, $7 ,657 ,000,. 
and S9,671 ~OOO,. respect.ively. Bearing in mind the effects of wage 
in.~a.tion, we agree with SoCal that the 1980-1981 increa.se is 
substantially less than 'for other periods. Accordingly, we will not 
adopt the stat! recommendation. 

2. Account 921 - Offiee Su~plies and E~enses 
~he sta£f' elimina.ted $),100 tor donations provided to Town. 

:::al1 and the American Association of' :Blacks in Energy. Our t:-eatment 
of dues, donatiOns, and contributions is discussed under the Account 
9'30 argu.t:lents. We will delete this amount from Account 921. 

'3. Account 922 - Administrative 
E~ense ~:-snsfer e Account 922 is a credit account where a :percentage of the' 

expenses included in Accounts 920 and 921 are transferred to 
construction. costs or to nonutility accounts. Thus, under normal 
conditions, the credit figu=e in Account 922 will increase or 
dec:-ease in di:-ec1: relation 'to increase$ or decreases to 'the sum of 
Accounts 920 a:l.d 921. 

The adopted results for Account 922 will reflect the ratio 
'1lsed by SoCal, a. credit equal 'to '3.4'3~ of Accounts 920 and 921. 

4. Account 924 - Pro~erty Insurance 
The sta!f estimate is $22,.800 lower than SoCalts. ~he 

difference is due to sta.ff using SoCalts general guideline inflation 
rate in SoCal's Pur..ctional Account 99)4.4. SoCal introduced Exhibit 
71 to further explain the methodology used. However, the exhibit 
does not c.e:lonstrate why the g'J.ideline ::'nt'latio%l rate 'Was not used in 
Functional AccOu:lt 9934.4. Accordingly, we will adopt the sta.ff 
estimate adjusted to reflect ~he plant-in-service. 
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5. Account 925 - I~juries and Damages 
Tb.e staff estimate is S161 .000 lower than SoCal's ... Staf't 

~ade an adjustment in this account similar to the adjustment made in 
Ac¢ou~t 924. According to sta.!t r SoCal used unexplained es.calation 
~ates in estimati~g its subaccount~ SoCal Functional Account 9934.4. 
Adc.i tional differences are attributable to differences' in test year 
manpower estimates. 

For the reasons discussed in Account 924, we will adopt the 
sts.~~ esti:na.te. 

6. Account 926 - Pensions and Benefits 
The staff esti~a~e is $5,073,000 lower than SoCal's due to 

the !ollowing adjustments~ 
5~ Wage ~imitation 
Eenefits Elimination 
5% Fewer Employees 

$ 9'36,000 
1 ,.268,000 
2t869 ,000 

$5,.013,.000 
As discussed above,. we will not adopt staff's :proposal for 

a 5% wa.ge limitation on nonunion employee wa.ges. Accordingly., we 
will not adopt the $9'36,000 a.djustment related to th.is item. 

Turni:'lg to the second item, staff proposed to reduce 
employee newsletter exp~nse by over one-hal! and eliminate a.llowances 
for canteen operations, Disneyland and division picnics, Christmas 
tu:-key checks, management medical examinations., and employee clubs 
3.:lc. aC":ivities. 

SoCal argued that staff's rationale for disallowing such. 
benefits is inadequa.te.. SoCal witness Johnson indicated t·hat a 
survey of benefits shows SoCal's employee benefits compare to those 
offe~ed. 'by comparable companies. While the type of benefits o!!er-ed 
va.:-ies so~ewhat among companies, SoCal asserted its benefits are not 
excessive .. 
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SoCal e!ll:phas1zed that it does not have an employee discount 
for gas serv-ice such as offered by other California utilities.. SoCa.l 
es'tim.s.ted such a. benefit would cost approximately $1 million if SoCal 
offe:-ed its employees a 25% discount on current gas ra.tes.. ~his 

amount approximates the costs of the benefits eliminated by staff .. 
Given t:'at ~ and in consideration of sta.ff t s agreement that it is: 
appropriate tor employees of the various utilities to receive 
somewhat e(?u31 employee bene!its t SoCal argued its benefits :package 
:!.s reasona.ole .. 

Finally ~ SoCal argued. that l'Jlost of' the prog,rams recommen.ded 
for elimination are benefits which accrue to union-re~resen.~ed 
employees. 3ven. though they are not included in. the collect·ive 
bargaining agreel'Jlents t such benetits t according to National tabor 
Relations Board (NtRE) rulings, may not, once granted. be unilaterally 
withdrawn by mar..agement. Ford Motor Co .. v NLRB (1979) 441 US 448, 

at 497. 
,We r.ote the issue o£ employee discounts is being cons.idered 

in a se:parate proceeding. However,. it is not appropriate for SoCal 
to compare tha.t benefit with the ones questioned by staff. In view 
of the hardsh:!.ps SoCal's ratepayers are e:qleriencingfrom the 
dramatically increased costs of energy~ it would be u~air for this 
Commission to pass through to them the costs of employees' Disneyland 
~d. division. picniCS, Christmas turkey checks~ management medical 
examinations~ and e!llployee clubs and activities. Accordingly,. 
expenses for these items will not be allowed tor ratemaking purposes. 

With regard to cantee~ operations,. we will allow the amount 
of $121 ,115 w=.ich is the cost ot providing facilities· for employee 
l~nch roo~s and eating areas. The ratepayer should not have to· 
s'l:.bsidize the cost of foot served in employee lunch rooms. 
Therefore, the 3!Ilou.nt of $164,260 for food subsidies will not 'be 
allowed .. 
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Pinally, with regard to employee communications, we 
recognize that some eX'Pendi tures are necessary in ox-d,er to promote 
e~~loyee e~ticiency and morale. The amount requested by SoCal is 
reasonable and we will not. adopt the stat!' adjustment tor- this item .. 

The policy covering t~e above adjustment is discussed in 
SDG&E D.93892 dated December 30, 1981, pa.ge 124. Based on the above, 
we ",{ill reduce SoCal t s request by $856,260. 

~he third item in dispute relates to pensions and bene~its 
~or the 502 e:ployees staff deleted from SoCal's estimates. ~he 

ado~ted dollar amount for this item reflects the final results and 
related manpower levels adopted in the va.rious est,ima.tes which af!ect 
this account. 

7. Account 920 - Miscellaneous 
The staff's estimate is lower than SoCal t s' due to the 

!ollowing differences: 
AGA Dues 
Other Dues 
RD&D 

Miscellaneous 

a.. AGA Dues 

$: 260,000 
140,000 

1 ,24;,000 
(40 ) 

$1,642,960 

Staff proposed a. disallowance o~ AGA dues amounting to 
$260,000. ':the ba.sis for the exclusion is stated in D.93887, an order 
issued in A.60153. where the Commission disallowed AGA dues in PG&E~s 
las,,: general rate case. We note the Commission issued a subsequent 
order on March. 2, 1982, in wh.ich it added a find'ing 0'£ ta.ct to 
S'1.:.'O"Oort its disallowance o! AGA dues. 'l:b.is finding o"! tact prOVided 
that ff[tJhe record does not support a conclusion that the dues PGand! 
pays to AGA ••• are o! oenefit to its ra.tepayers,r (D.82-03-047, mimeo 
p. 7, Finc.ing of Pact ~07). ~here:f'ore, the issue here is whether the 
dues SoCal pays to AGA provide a oene!it to the ratepayer. 
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Acco:-ding to SoCal witness Ga.rner the AGA provides a 
!o:-um ~o:" SoCa.1 and its employees to keep a.breast 0'£ the latest 
t~nking by ~he foremost industrial~ professional, and technical 
expe:-ts involved in the natural gas industry. This relationship, 
Ga.:-ner notes, led to an untold number of" economies.. Appendix 1 to 
Exhibit 140 lists some of the bene,£its SoCal believes have accrued to 
its ratepayers through AGA membership. 

SoCal argued that if it were to discor .. tinue its 
pa:-ticipation in this aSSOCiation, the:::e would be substantial 
additional expense requi:-ements to fill the void. The services and 
benefits :~owing f:-om AGA, Garner submitted, could not possibly be 
duplicated fo:" the same cost. ~hese benefits, Garner concluded, 
~tima.tely flow th:"ough to the ratepayer. 

We a:"e not convinced by SoCalts argument. As we see 
it, AGA is an aSSOCiation whose primary pu:"pose is to promo·te the ga.s 
industry and the intere.sts 0'£ its stockholders. Benefit flow-through 
to the ratepayer is incidental. Accordingly, we will a.dopt staf'£ts· 
:-ecom::.endation. 

b. Other Dues 

The staff estimate is $114,000 lower than SoCa.lts .. 
Stai'f stated that Virtually all dues .and donations excl·l.lded· in prior 
:-ate cases ·,{e:-e not included in this test year estimate. According 
to staff, SoCal has increased the number of organizations to which it 
contributes Since the last rate case. Also~ stat~ argued that 
donations to some of these organizations, such as ethniC, taxpayer, 
and environmental balance o:-g~izations, should not be billed to the 
:"atepaye:"s. 

We note tha.t the general rule governing the inclusion 
0::: exclusion o~ dues in '.!tility rates focuses on the type of 
o~ganizatio~ involved. Thus, in Pacifie Tele~hone and Telegra~h 
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Co. v Public Util. Comm'n 62 Cal 2d 634~ the California Supreme 
Court upheld disallowances of" dues to charita.ble and cultur-al 
organizations. Staff" generated an. internal position paper drawing 
the same conclusion (Exhibit 99). That paper recognizes t,hat dues 
and. ~ees to tra.d.e, technical,. and. professional associations are 
appropriate. 

SoCal argued that s·tat! based its recommendation for 
disallowance ~erely on the name of the organization and made no 
separate investigation rega:-ding the entities disallowed. SoCal 
a:-g-.:.ed that evidence it. provid.ed shows that the organizations are not 
in the categories deemed by the Supreme Court and' the staff to be 
ina.ppropriate. 

We a:-e concerned about the proliferation of the number 
of organizatiOns which the ratepayer is being asked to support. 
Tb.ere!ore~ we will only allow a portion of SoCalts request at a level 
which should be adequate to reimburse SoCal for dues paid to the 
technical and professional organizations that will keep SoCal 
informed on topics directly related to its 'business. We note that in 
the last general rate case proceeding~ we- allowed SoCal $'497,500 for 
this item. We will allow SoCal the s.alD.e level of expenditure last 
found reasonable. 

c. RD&D 

~his .item was discussed previously. 
!. Rate Ease and ·De~reciation Expense 

1. Overview 
SoCal and staff agree on the gas plant in service amounts 

except for the difference related to inflation assumptions.. SoCal's 
estimated weighted average gas plant in service amounts to 
$2,161,603,000 for SoCal and $389~73,,000 for PLGS. The 
corresponding staff estimtes are $2~148,394,000 and $391,74,,000 for 
SoCal and PLGS, respectively. 
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:!:he difference between SoCal's and staff's depreciation 
~eserve ~ount is related to estimated gross salvage and removal 
costs and the level of depreciation expense. The company estimated 
weighted average reserves for SoCal and PLGS~ respectively, amount to 
$81i,400,000 and $101,755,000. Staffts estimates amount to 
$816,669,000 for SoCal and $101,767,000 for PLGS. Staff's gross 
salvage and removal cost estimates were based on more current data 
t~an SoCal's (Exhibit 40,. page 16-6). Staff's depreciation expense 
of $89,825,000 for SoCal and $18,581,000 for ?LGS differs from that 
of SoCal ($91,961,000 and $17,605,000 for SoCal and PLGS, 
res?ectively) for two reasons: (1) staff used different depreciable 
plant balances and (2) staff used different estimated future net 
salvage assaptions (Exhibit 40, pages 16-1, 16-2, and 16-8). 

Staff and So Cal are in agreement with respect to average 
service life and mortality dispersion assumptions, including the 
changes proposed by SoCal (Exhibit 40, pages 1; and 15, Tables 1 and 
2; Exhibit 19, pages 6-8). 

I:l. a letter to the Commission dated January 25, 1982, SoCal 
reo..uested that it be allowed to revise the filing date tor its annual 
submission of proposed depreciation accrual rates from on or before 
necember 1 of th.e year prior- to use,. to on or before May 1 of t,he 
year the ::-s:~es are to be effective. SoCal also req,uested a change in 
the p::-ocedure SoCal uses to record monthly depreciation accrual 
a::oots to that used by :?LGS. SoCal claimed the req,uested change 
will i:nprove a.ccuracy,. increase productivity, and proVide more t.ime 
to ~eview the impact on SoCal of Commission general rate case 
cecisions p::-ior to the preparation of depreciation accrual rates. 
30th changes ·"..oulc. be ei'i'ecti ve beginning with test year 198;. Statf 
revie",iec. SoCal' s ~ec::i!est and recom:nended that the proposed changes be 
allo~ed (Exhibit 40, page i6-4)~ We will adopt statfts 
recommendations includi~g the salvage assumptions. 
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2. The Effect of Re~oving LNG 
F~om Conside~ation in this Case 
The a:pplica.tion, as originally filed, included a req,uest to 

place $141,687,000 of costs for the LNG project in PLGS' rate- base as 
plant held fo:- future use (Exhibit 2~. Table 17-A). 

Removal of the LNG req,uest from this case~ as discussed 
previously, reduces SoCal's test year 198; revenue ::'equirement by 
S:;2,690,000. 

3. Effect of Commission Decision 
~odi~ying Main and Service 
:Extensio~ Allowances 
In Exhibit 119, SoCal presented the effects resulting from 

D.82-04-068~ changing the distribution main and service extension 
allow3..."lce :-ules. SoCal showed that during the :rirst y.ear the new 
extension allowance rules are in effect, its revenue requi:-ement will 
inc:-ease S248,000 and in the next year the revenue requirement will 
dec:-ease $2,.772,000. SoCal witness Sanladerer explained t-hat the 
!i::'st year ":he decrease in revenues related to a lower weighted 
ave:-age !"ate base, an amount which will be more than offset by an 
increase in income tax expense due to an increase in taxable income 
f::'om new business service extension contributions, reduced i~vestment 
~a.x c:-edit, and lower tax depreciation (Exhibit 118) .. SoCal noted 
that while se:-vice extension contributions will continue to be 
taxable in the second year and therea.!'ter, SoCal's revenue 
:-equi::,e~ent will be lowe:- because the cumulative :-eduction in the 
weighted average :-a~e base will more than offset the increased income 
taxes. 

There was no disagreement between SoCal and staff on this 
item. 
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4. Working Cash Allowance 
:Soth SoCal and staff used Standard Practice U-16 to 

estimate working cash a.llow~ce. 
Legal Division. a:gued that it might "oe less expensive to 

rstepayers to incur and expense transactional fees rsther than 
capita.lize the deposits necessary to avoid them. 

The !"eco::"d in this proceeding 1s insufficient. to deCide 
this issue. We expect staff and SoCal to address this issue in 
SoCal's next general ::"ate case proceeding. 
J. Taxes 

1.. Ad Valorem Tax Bxpense 
SoCal's test year estimate exceeds st~~ts by $224 r OOO. 

~his is prima::"ily due to the estimated market value for the fiscal 
year 1982-198;. SoCal's estimated 1982-1983 market value after 
excluding a portion of the T·en. Section proj ect was $1 .• 42 billion. 
So Cal later agreed that the market value would be $1.412 billion. 
Xhe State :Soard of Ec;.ualization. has determined the 1982-198'3 market 
value fo::" SoCa.l to be $1 .. 4 billion (Exhibit 61) .. We will adopt the 
latter figure for calculating ad valorem taxes and will· also reflect 
the adopt~d plant a.dditions. 

2. Pay::"oll Tax Expense 
Statf recommended that payroll tax expense of $17,715,000 

be allowed in test year 198:;, $1,042,000 less than the final SoCal 
a:c.ount of $18,.757,000. The major difference resu.lts from other staff 
witness' work fo::"ce disallowances. Payroll tax expense will be 
adjusted to ::-e:f'lect the work force levels adopted in this opin.ion. 

Staff recommended a reduction of $125,.000 of payroll taxes 
which a=e =elated to sta!!'s proposal to limit the wage inerease for 
n.on.union eo.ployees. As previously discussed,. the stat! witness 
testified that the ·",ages are rea.sonable and should 'be paid whether Or 
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~ot the~e is an adjustment fo~ ratemaking pur~oses. We agree with 

SoCal that making such a wage payment would result in a legal 
obligation !o~ SoCal to pay the associated payroll taxes. 
Acco~ding1y, payroll taxes on total wages estimated to be p~id will 
be allowed ~egardless of our disposition ot the 5% wage limitation 
issue. 

3. I~come Tax Expense 
a. Recovery of' Investment Tax 

Credit (ITC) Disallowed 
This issue was raised in SoCal's previous general rate 

case · ... here the Commission addressed the subject in D.92497 dated 
Dececoer 5, 1980: 

~SoCal has, not yet been assessed any 
tax deficiency~ nor has the ITC in 
question actually been disallowed 
by the IRS." 
The Internal Revenue Service (IRS) i'..a.s disallowed the e 6% increment of ITC on distribution property in their audit of' the 

years 1975 and 1976 (Exhibit 18, page 7). The appeals process from 
this disallowance is continuing. SoCal requested that the Commission 
state its position regarding any ITC disallowance by the IRS. 

~pCa.l noted that its annual report contains the 
followi~g statement: 

~'The additional investment tax 
credits allowed pursuant to the Tax 
Reduction Act of 1975 for 
distribution property placed in 
service from 1975 through 1980 are 
being a.ccounted for on the baSis 
that due to certain PUC orders the 
utili~y subsidiaries are probably 
not eligible for the credits. 'The 
balance of such credits of 
S24,155,000 at December 31, 1980 

90 -



~ A.61081 ALJ/km 

has been reclassified to deferred 
income taxes to reflect the 
probability that they will become 
payable to the Internal Revenue 
Service.' It (Pacific Lighting 
Cor~oration Annual Re~ort for 
198~ ) • 

Consistent with the holding of the California Supreme 
Co~rt i~ So~thern California Gas Co. v Public Utile Commtn~ (1979) 
23 Cal 3d 470, 486 n.18, if" the credit is eventually disallowed~ thus 
increasing SoCal's tax liability, SoCal maY' petition the Commission 

b. Normalization Required by the ERTA 
:Soth. SoCal and staff attempted to comply with the 

~o:-:alization requirements of the ER~A. ~his is in keeping with 
D·9;848 e.a.tee. December 15, 1981, which concluded. tha.t, subject to a 
t:-ansition rule, a normalization method of accounting must be used to 
::lair.tai~ eligibility for accelerated cost recovery and ITC. 

4. ~ax Equity and Fiscal 
Res~onsibility Act of 1982 
On August 19, 1982~ Congress pa.ssed the Tax Equity and 

Piscal Responsibility Act of 1982 (TEFRA). TEFRA has, a substantial 
i::lpact on the ratepayer. For instance, the Federal Unemployment Tax 
base and rate have been increased and the act requires taxpayers 
using the ACRS method of depreciation to reduce the baSis of' the 
asset being depreciated by one-half o~ the ITC generated by the 
prope:-ty being depreciated. The:-e are also additional administrative 
and other costs aSSOCiated with ~EPRA. 

We will incorporate the effects· of' TEFRA in the adopted 
:-esults of' operations. 
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K. Attrition Allowance 
SoCal requested an allowance be made for financial and 

opera:~iona.l attrition in the year !olloW'ing the test year.. Attrition. 
occurs when there are insu!!icient increases in revenues and 
productivitJ to offset increases in ex?enses~ including the cost of 
capital and rate base occurring after the test year., thus causing a 
decline in rate of return in th.e year following the test year.. Since 
the Rate Case Processing Plan allows the utilities to file for 
general rate relief every other year., the Commission has previously 
~rovicec an allowance ~or attrition experienced by the utilities 
between the rate cases. 

Both SoCal and staff agree that the most a.ppropriate way to 
mitigate the impact of increased costs in the nontest year 1984, due 
to operational and financial attrition is to provide for a step rate 
attrition allowance to be effective January 1., 1984. 

SoCal calculated 1984 attrition at $'16;.; million to 
re!lect increases in labor, nonlabor costs., rate base and related 
items, and :!or financial attrition (Exhibit 100). Staff reflected 
the same factors and calculated an allowance of $96.8 million for 
1984 attrition (Exhibit 115). SoCal and statf assumed different test 
yea= expenses, plant levels, and general economic assumptions. 

As discussed previously, the adopted indices for 
calculating the 1984 att~itio~ allowa~ce are:' the current latest­
available DR! CONTROL !orecast, the CPI index, and the PPI index -
!:ld"J.st:-ial Commodities without modification. On or a~out November 
o! test year 198'3, SoCal shall tile an advice letter amending upward 
or downward the attrition allowance specified in this order .. 

Another area of disagreement between statf and SoCal is the 
:-ate base a::lount to':' the attrition year. SoCal used a least-squares 
t:-end to ar:-ive at its rate case component.. Staff used a 

92 -



A. 6' 081 ALJ Ie 

~ive-Y'ear average of plant a.dditions in.c~usive 0'£ 1979, 1980, and 

1981 recorded and 1982 and 1983 projected additions. Stat! figures 
re!1ect in~ation. The staff approach is reasonable and we will 
adopt staffts estimate of rate base for the attrition year. 

The adopted attrition allowance calculation is shown in the 
following table. Based on current DRI forecasts, t.he 1984 attri t,lon 
allowance is calculated at $ million- As discussed above, 
this amount would be mod1!1ed when SoCal makes its advice letter 
filing. 
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Southern California Gas Company 
Attrition Allowance for 1984 

O~erational Attrition 
1. OP~ Com~onent 
2. Labor (;49 p 495)* x CP~*** 
3. Nonlabor (110 p 218)**x PPI**** 
4. Payroll Tax Component 
S. Ad Valorem ~ax Component 
6. Depreciation Expense Component 
7. Rate Base Component 
8. Income ~ax Component 
9. :otal Opera.tional Attrition 
10. Fina.ncial Attrition 
11. Total Attrition 

(Red Figure) 

~5. 7%~ 
8.0~ 

17% ROE: 

= 19 p 92-1' 
= 8,817 
= 1 p42'T 
= 2,372 
= 23 p 1"74 
= 32,047 
= (7,624) 

SOp 12S 
= 5-,280 

85,408 

(324,734) x (1983 escalation factor 7.625~) = 349,495 
(10; ,297) x (198; escalation !a.ctor 6.7%) = 110,218-

.... * ...... * 1984 in-~ation factor based on Nov. 1982 DR! forecast 
1984 in:rlation fa.ctor ba.sed on Nov .. 1982 DR! foreca.st • 
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XI. Rate Design 

A. SoCal's ?~o~osal ~or Wholesale Customers 
On April 30, 1982, the UJ ruled that the scope of the rate 

design issues in the case would be limited to receiving evidence on 
the ~holesale customers' capacity charges. Under this ruling, 
SoCal's witness Scalf prepared a Ease Supply and Load Equation 
CSS&LE) cost allocation study (Exhibit 102) which was then. used by 
SoCal witness Benz to calculate the "percent of margin'" figures for 
the two wholesale customers, SDG&E and Long Eeach (Exhibit 107). We 
will use these ~percent of margin~ figures to compute the wholesale 
custome:os' ca.pacity charges based on the margin to be authorized in 

the deCision in this case (Exhibit 10;;, pages 8-9). 
In adopting SoCal's :SS&LE cost study for this proceeding, 

we note that in D.92497 in SoCal's 1981 general rate case, we sta.ted: 
~'[W]e are attracted by the simplicity of 
SoCal's proposal to use the percentage 
:-elationship between the wholesale share of" 
the margin based on the :SS&LE cost allocation 
methodology and the total proposed margin 
applied to our adopted margin. '" (D.92497, 
mimeo page 142). 

SoCaJ.'s wholesale customers generally accepted the ES&LE 
study prepa:-ed by Scalf". Both SDG&E and. Lor.g Bea.ch cross-examined 
SoCal's witnesses to make sure that they were not charged t"N'ice for 
certain costs they incur in their ope:-ations. The costs that 
conce:-ned SDG~ and Long Beach. were, for example,. conse:-vation cos.ts,. 
ove:-pressure protection costs, PCE costs, distribution costs, and 

uncollectible cos";s. Cross-examination of' Scalf showed that none of 
these costs ~ere allocated to the wholesale customers. 

SDG&] pOinted out that SoCal witness :Brady revised his 
projection of well repa.irs resulti:o.g in. a reduction 0'£ $11,986,400 to 
$10,208,000. SDG&E requests tha.t this reduction be recognized in the 
final figu:-e. 
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S-oCal argued that b:7 convenient~:7 chocsing a single item to 
:-evise the BS&LE :-esults, SDG&E ignored other adjustments which, if 
:-e!lected ::':l a completely revised :SS&LE study, would increase the 
figure otherwise developed for SDG&E.. SoCal noted that a complete 
revised ES&LE study to reflect its final revenue requirement was not 
prepared because of its time-consuming natu.re. We agree with. S-oCal. 
The ES&LE study, as submitted,. is reasonable tor this proceeding. 
Accordingly, we will adopt SoCal's percent of margin figures as 
discussed 'below .. 

The derivation of the per-centage relationships betveen 
SDG&:E's and Long :Beach's share of ma:-gin and the total proposed 
margin is shown in EXhibit 107. The pe:-centages of margin derived in 
the:'; exhibit (excluding LNG and Ten Section costs) of 2-.2155~ and 
.4;96~ for SDG&E and Long :Beach, respectively, are similar. to 
percentages of margin developed in SoCal's 1981 general rate case of 
2.2269% and .4581% (D .. 92497, mimeo page 143). 

The figures of 2.21;5~ and .. 4596~ should be used to derive 
the wholesa.le customers t capacity ch.arges f'or test year 198·).. For 
exa:ple, if the total authorized margin were to be, say, 
$1 ,000,000,000 (consisting of the curr-ently authorized margin of $725 
million plus the margin increase adopted in. the te.st year 198) 

decision), then SDG&E's capacity charge would be $22,155,000 
anr.ually, and on a. monthly basis $1,840,250. 

3. ?U~~he~ Ra~e Desi~ Conside~ations 

The Com:nission will, in SoCalts October 1982 CAM 
?~oceeding, :-eview existing rate design guidelines in SoCal's October 
1982 C~~ proceeding. The revenue r-equirement adopted in this 
proceeding will 'be combined with the revenue requirement adopted in 
the CA.'! p~oceeding and the total will be spread in accordance with 
ou: !1ndings in the CAM proceeding. 
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Findings o~ Fact 

1. SoCal is in need of additional revenues but SoCal's amended 
request of $414 million is excessive. 

2. A rate of return of percent on the combined adopted 
rate base is reasonable. Such a rate of return will provide a return 
on equity of approximately ~ercent and a timeS-interest 
coverage (after tax) of This return on capltal is the minimum 
needed to attract capital at a reasonable cost and not impair SoCal's 
credit. 

3· To earn a __ ,percent rate of return on the adopted rate 
case, SoCa1's base rates need to be increased effective 
J~~uary 1,1983 by S million. , 

4. An allowance for operational and financial attrition is 
necessary for SoCal to offset increased costs in the second year 
during'~hich the new rates will remain in effect. Providing a step­
rate increase effective January 1, 1984 is a reasonable means to 
properly reflect these increases in cost. 

5 •. It is difficult to estimate the appropriate escalation 
factors for labor and nonlabor expenses for the attrition year. 
Therefore, the adoption of an indexing procedure for determining the 
1984 attrition allowance is reasonable to protect SoCal as well as 
the ratepayer, from over or underestimates of the labor ~~d nonlabor 
escalation. factors. 

6.. The DRI CONTROL forecast is a published index and it is 
reasonable to use this in calculating SoCal's attrition allowance for 
1984. 

7. The actual amount of SoCal's attrition allowance for 1984 
is best determined following the filing of ~~ advice letter by SoCal 
on or before November 1, 1982, based on the attrition allowance 
calculation adopted herein, adjusted to reflect the latest available 
DRI CONTROL forecast for the CPI-All Urban Consumers index and the 
PPI - Industrial Commodities index for 1984. 
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8. It is reasonable to adopt the stat! methodology tor 
estimat~ng rate base increase in the attrition year. 

9. SoCal's reque"st totaling $39 million for 1983 conservation 
program expe!'lo.itures is excessive in view o! a projected 1983 revenue 
requirement of $76.3 million for CCA funded conservation programs. 
It is therefore reasonable to make a significant reduction to SoCal's 
request in this proceeding. 

10. 'J:he amount authorized in this proceeding for conservation 
programs, together with the amounts funded through CCA rates will 
e!'la'ble SoCal to cO!'ltinue an effective conservation program in 1983. 

11. It is reasonable to allow SoCal discretion to allocate u:p 
to 51.0 cillion among adopted individual conservation programs. A!'lY 
fU!'lds not spe!'lt during the year shall be carrried forward for future 
use i!'l cO!'lservation activities. 

12. 'J:he solar/gas conservation program should 'be disconti!'lued 
because the program is largely an advertising effort, it is not cost 
efi"ective to all rate:payers a.."ld the rate:payers already have a 
substa.."ltial commitement to solar energy use in the Solar Water Heater 
Demonstration FinanCing :program. 

13. The a:ppliance efficiency program should be discontinued 
because the program relies heavily O!'l advertizing and incentives, and 
it is not cost effective to all rate:payers. 

14. SoCal's request for the Conservtion Education program is 
excessive, however, some funding to develop the energy habits of 
eleme!'ltary and secondary school students is needed. 

15. SoCal's funding request for the Energy Efficiency Audits 
program is excessive. 'J:he cost effectiveness of' this :program will be 
improved by eliminating the activities within the program which have 
low cost-effectiveness results. 

- 98-



A.61081 ALJ/km 

16. The high cost and the questionable cost-effectiveness of 
the New Commercial Customer Conservation Program do not justify 
funding. ' 

17. The cogeneration program which has been funded since 1979 
has provided no results so far due to complexity and cost of such 
projects. The prospects for the future indicate no change. There is 
no justification to continue funding. 

18. The benefits to the ratepayer from the Residential New 

Construction Service to Customers program are very uncertain. There 
is no justification to have the ratepayer fund this program. 

19. The RD&E expenditure level adopted is reaonable and will 
allow SoCal to continue its programs at about the same level as in 
the past. 

20. The expenditure levels adopted in the results o·f operations 
are reasonable and should permit SoCal to operate effectively in the e test year. 

21. The wage increase negotiated by SoCal for 1983 and 1984 is 
reasonable for use in calculating expenditure levels for the test 
year and attrition year. 

22. SoCal's request to annualize wages should be rejected since 
rate relief is granted at the onset of the test year. 

23. Eased on recent forecasts it is reasonable to adopt a 
nonla"oor escalation rate of 4.7% for 1982 and 6.7% for 1983. 

24. SoCal could have estimated gas losses from surface leakage, 
incid.ents and plant blowdowns. Therefore it is not reasonable for 
the ratepayer to bear the consequences of SoCal's lack of diligence 
in pursuing recovery of these expenses which occurred prior to the 
test year. 

25. SoCal could not have reasonably estimated losses due to 
migration of gas outside its storage fields prior to engaging the 
service of its consultant Dr. Katz. It is therefore reasonable to 
allow recovery for these losses in the test year. 
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26. The ratepayer should not have to fund AGA dues since the 
primary, purpose of the AGA is to promote the gas industry and the 
interests of its stocldrolders. The benefit flowed. through to the 
ratepayer is incidental. 

27. There is a proliferation in the number of organizations the 
ratepayer is being asked to support and it is reasonable to allow 
SoCal :10 more than was found reasonable in S'oCal's last general rate 
case for expenses related to Other Dues. 

28. Since the reasonableness of all Ten Section expenses will 
be the subject of a separate proceedinS t it is reasonable to allow 
SoCal a bal~~eing account procedure to reflect operating expenses for 
withdrawal of the cushion gas. 

29. It is reasonable to treat Ten Section cushion gas as ga.s in 
sto::"age since this gas will be available for use by the ratepayer as 
part of SoCal's gas supply for the test year. 

30. The adopted treatment of Ten Seetion expenses in the test 
year should not in any way constitute a prior approval of the 
reasonableness of any of the expenditures. 

31. Because of the uncertainty of the date of implementing the 
proposed Federal Survey Regulations for gas leaks, it is reasonable 
to allow SoCal to establish a deferred account so that any expenses 
i:1cur:-ed i:1 the test year could be recovered in SoCalts next general 
rate case proceeding. 

32. Because of the difficulty in estima.ting PCB related 
expe.:lses in. the test year, it is reasonable to allow SoCal $:;.0 
:lillion in expenses at this time and this amount will be adjusted 
for over or under expenditure in SoCal's next general rate case 
proceeding. 
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33· The percentage of margin figures of 2 .. 2155~ and 0 .. 4596% 
should be used to derive the test year 1983 wholesale customer 
capaci ty charges for SDG&E a."ld Long Beach respectively.. These , 
percentages do not include LNG and Ten Section costs .. 
Conclusions o~ Law 

1.. ioJ'he:-. SoCal is authorized to file revised gas rates pursuant 
to its CAM filing now pending before the Commission, it should be 
further aduthorized to file gas rates designed to generate the 
$_,_,_ in additional 1983 test year gross revenues based on our 
adopted results of operation in this proceeding. 

2. The effective date of the ensuing order should be the date 
hereof because there is immediate need for rate relief concurrently 
with the commencement of the 1983 test year pursuant to the 
Co:mission's Rate Case Processing Plan. 

3· SoCal should be authorized to file revised ga.s rates to be 
effective January 1, 1984 to generate additional revenues based on 
our calculation for attrition as set forth in this opinion, adjusted 
to reflect the latest available DRI Control forecast for the CPI -
All Urban Consumers index and the PPI - Industrial Commodities index 
for 1984 .. 
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o R D E R 

IT IS ORDERE~"that: . 
1. Southern California Gas Company (SoCal) is authorized 8.."l. 

\ 8.."l.nual increase in gross revenues in the amount of __________ _ 
T!lis increase in gross reve '\les will be de'ferred to SoCal t s CAM 
A.S2-09-12 now pending befo the Commission for subsequent inclusion 
with whatever other rate reli f may be authorized in that decision. 

2. SoCal is authorized to file 8.."l. advice letter on or before 
November 1, 1982 for increased ates to offset fin~"l.cial 8.."l.d 
operational attrition consisten with the discussion set forth in 
this opinion. Such rates shall no be effective before January 1, 
1984. 

This order is effective 
Dated December 8, 1982, 

I concur and dissent in part. 
lsI RICHARD D. GRAVELLE 

Commissioner 
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~ :eco~~endation is based pri~arily on gis judgment after conS1cera­
~ion of a numoer of factors affecting tee financial condition of 
the utility. He stated his reco~,mendation is not unfair in view 
of the return of comparable utilities. 
Position of San Oi~go 

San Oiego did not present independent testim<"ny on the 
issue of rate of return: however, it joins tn the argument of LA 
on this issue. 
Position of Tehachaoi _._ b 

Tehachapi rlid not pr sent independent testimony on the 
issue of rate of return; howeve it did address the issue in its 
brief. 

Tehachapi argued that ~ unduly high rate of return will 
further feed the inflationary fi~'S as will any understatement of 
expected revenues or overstatement of costs. Tehachapi arg~ed that 
interest rates are headed down and\ the CO~"nission should wait as 
long as feasible to determine rate~f return for 1983 and defer the 
determination of the 1984 return tO~frd the end o·f of 1983. Tehachapi 
sta':~d this prcce:ure will. pr.'o-cect bO,th SOCal Clnd the· public .. 

Tehachapi generally agreed ~.th the analysiS prepared by 
Kroman on behalf of LA with the except~n that SoCal sho,uld receive 
':ohe same return last allthorizEI'd since, \Cc(')rding to Tehachapi, SoCal 
is virtually guaranteed its rate of retu~n by reason of the numerous 
offset proceedings and balancing accounts\now available. 
Discussion 

The par':oies who participated in this ~roceeding ca~e ~o 
very differe~t cocnc1usions regarding the appropriate return on 
equi ty. Reco:TU':',,,=,nc.ations ranS'e from IS. 9% to 21~ ~ The difference 
in revenue requirement betwe~n staff's recommended 17% return and 
SoCa~'s requested 20~ is approximately S50 ~illion. 

To put our discussion in perspective~ we take note of the 
eccno~ic cli~ate ~hat has orev~iled in recent vears, and how it - ~ 

influences our ciecision tOday. Most significantly, that cli~ate 
can be ceScr ibec1 as vola tile. Since the onset of thes·e proce-eeillS's, 
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". interest rates have fallen dramatically and inflation rat~s have 
declined. Businesses are facing continuing deolines in sales, 
and un~mplo~ent levels are the highest they have been since the 
Great Depression. 

We would not be realistic if we regarded today's economic 
conditions as permanent or as indicators of a new economic stab­
ility. Becal.lse of suoh ecor.ornic volatility, forecasts· o,f various 
economic indicators must be viewed critically.' Methods used ~y 
the parties in this proceeding, while sophisticated, require the 
use of such forecasts. Further, all of the methods used by the 
parti~ipants in this proceeding require the use ~f judgment. As 
:'1:. Kroman correctly pointed out, the results of matherr.atical cal­
culations can vary dramatically depending on the ass,umptions made 
~y the analyst. We cannot rely solely on those ana:l.ys~s in setting 
SoCal's return on equity. 

Instead, we have conzidered the changes which have taken 
place since SOCal' s last general rate case, in ttlhieh we <l1;thorized 
a 14.6% return on equity. We hav~examined t~e factors which parties 
argue mig~t justify,a higher return on equity. 

SoCal emphasized during he proceedings that its risk has 
increased duri:'l9 the last two vears\.. We first address the elements· .. , 

of risk that SoCal offei's as justification for its requestec: return 
on eCJ:uity: 

1. SoCal cites the S35 ~illion c:isallowance for gas costs 
in a proceeding which is now the subject of rehearing_ We remind 
SoCal that it is ~othing new for the Commission to disallow expenses 
~hat a u~ility imprudently incurred. Further, the risk asssociated 
with such disallowances is one which should be borne by the stock­
holders, not bv rateJ:)avers. - .... 

2. SoCal cites as a risk thepercenta;e of ex?~nses re-
quired for gas purchases. However, SoCal acknowledges that 85% of 
its expenses are recoverable in full through balancing accoun~s~ 
A n~er of regulatory mechanis~s facilitate the ti~ely recovery 
of ~udently incorred expensez. 
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~. . 
3. SOCal cites Commission requests concerning the re-

n~gotiation 0: oil contracts. It is the Com.-nission's responsibility 
to res?Ond to utility actions when they may be costly to ratepayers 
or appear to jeopardize a utility's financial health. This type of 
"risk" is an accepted facet of regulation and one that SoCal is . 
fa:r.iliar · .... i th. 

4. SoCal cites increasee legislative activity as a risk. 
In 1982, the State Legislature proposed numerous bills concerning 
t~e regulation or provision of energy utility services. SoCal offers 
no evidence that it was har~ed by this activity, or that it is likely 
to be har~ed by upcoming legislation. We will not consider this 
factor in setting return on equity. 

5. SoCal cites risk due to a customer base that is over 
50% nonresidential. SoCal has previously called attention to this 
factor, but provided no evidence of a significant shift in its cus­
tomer makeup. The industrial fuels ~arket may be tenuous because 
or th~ potential for fuel Switching. However, this factor would not 
lead to increased utility risk unless we abandoned our policy of 

setting industrial rates so as to di\courage fuel switching. We 
have made no such change. 

Thus, we do not agree that these considerations proposed 
oy SoC~l h~ve increased its risk since its last general rate case. 
However, other factors deserve discus~on here. 

First, we note that the generfl state of the economy affects 
SoCal's financial position because it p~rtly determines SoCalts cost 

\ 0: debt, its ability to attract capital, 'and its risk related to 
inflation. As we discussed earlier, we have no reason to believe 
that the nation's economy will produce more uncertaint¥ for SoCal 
in 1983 than it did in 1981 and 1982. 

Second, the financial com."tIunit¥'s perception of the in­
vestment potential of public utilities affects SoCal because it 
influences the utility'S ability to attract capital. In SoCal's 
last rate cas~, we noted the investment community'S increaSing con­
fide~ce in public utilities. Since that time, the situation has 
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ac~ually improved for SoC a 1". The record in this proceeding 
includes So:andard and ?oor's flatt~ring asse-SSl'nent of Socal's 
financial situation: 

" ___ (~)he markets of this utility, the largest 
nao:ural gas distributor in the United States, are 
exceptionally healthy and well-diversified with 
regard 0:0 customer base. Horeover, the operating 
cos~s are well controlled and customer rates are 

'relatively low, enhancing a strong competitive 
position. Gas supply is satisfactory, and the 
long term outlook is bolstered by affiliates' p~o­
gr~~s to add supplemental sources. 

"Aided by rate relief, pretax coverage of ino:erest 
charges has rebounded to COver 3X, and a maintenance 
of sao:isfaccory levels is likely in the period ahead, 
projec~~d capital outlays for the utility are rela­
:ively heavy through 1983. Nevertheless,. continued 
timely and constructive regulation by the California 
?~b1ic Utilities Co~~ission should make external 
funding needs fully manageable. Moreover, business 
risks are very low relative to others in the industry 
and continued use of regulatory adjustment procedures 
established by the CPOC place o:he company in a posi­
tion to maintain consistent respectable measures of 
credit strength over the long term.~ 
I!'l xarch of this year, X~dy's cited 'SoCal's attrition 

allowance and CA.\! as "the best re9u~ation for a natural gas dis-
tributor in the country.·~ \ 

In aedition, we have assessed SOCal's performa~ee since 
its last general rate ease, and eOnC\lJ.de that SoCal is a very healthy 
utility. We note that Standard and Poor's has increased SoCa1's - \ 
bo!'lC rating two steps, from A to AA-. In 1981, the company's re­
corded after tax ti~es i!'lterest coverage was 2.62, significantly 
higher than the 2.41 authorized oy its last raO:e case. Earnings 
per share have increased 13.59% in the past five years. These examples 
?oino: 0:0 the utility'S overall condition of health under its pre­
se!'ltly authorized return on equity of 14.6%. 

Even assuming SoCal's risks have increased in s,ome areas, 
they have been reeuced in others. In SoCal's last general rate 
case, this Co~~ission cited elements of risk which it considered 
T,y'he!'l it set SoCal t s retu:n on equity. A number of those risks, 
have b~n reduced: 



• 
A.6l081 ?CG/AtT 

1. The risks of seeking new gas supplies. As a result 
of federal deregulation, natural gas is in abundant supply, as 
SOCal ~itness Abram testified in this proceeding. 

2. The level of conservation programs we expected SOCal 
<:0 undertake in the test year 1981. We note that SoCal's conser­
vation programs are relatively ~ell-established since its last 
rate case. The level of funding SoCal requires for its upcoming 
conservation efforts, and which is not included in balancing accounts, 
has decreased ~arkedly since its last general rate case. Further, 
SOCal is no longer at risk for its conservation incentive. 

3. The bond rating of SoCal. As discussed above,. SoCalts 
bond rating has improved since its last general rate case. 

These elements of risk which led us to adopt a 14.6% 
return on equity two years ago have been reduced. 

The return on equity we adopt today should provide SoCa1 
with an opportunity to attract capital at reasonable rates and 
should compare with return on investments having similar risks. In 
making our determination, we have also considered the increased cost 
of embedded debt. We also recognize that the interests of rate­
payers and sbareholders alike are served if SoCal is able to main­
tain its financial inte9rity~ SoCal's authorized return on equity 
should allow it to maintain adequate times interest coverage, and 
its favorable bond rating which reduces financing costs. 

Our conclusion on this matter considers no~ only the fin­
ancial ..,osition of SoCal's shareholders~ but that of its rate'Oavers . - ~ 

who must bear the dramatically higher costs of energy resulting 
from inflation, high capital costs, and federal deregulation. 

Based on our review of the record and our consideration 
of these arguments, we find the reco~~endations for return on equity 
by all of the parties to this proceeding to be too high. Accord­
ingly, ~e adopt a return on equity of 15.75% for 1983, providing a 
12.9% return on rate base. This level is reasonable and will enable 
SoCal to attract the necessary capital to provide reasonable service 
at reasonable rates. 
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1. Uncollectible EX'Oi!ns'e . 
Hamamoto proposed reducin9 SoCalrs estimate of its 

uncol1ecti~le expenses from $7,117,000 to $5,032,800. His un­
co11~c':ib1e estimAte is premj,sed on taking SoCal's average sys­
'tpmwide uncollectible rate fo; 1980 and 1981 and applying that 
average :ate to projected 1933 estimated systemwide sales. 

SoCal argued that 99% of the total uncollectible 
expense is due to residential and commercial customers, therefore, 
it is incorrect to use systemwide figures which include steam­
electric plants sales. 

Also, SOCa1 pointed ont t::"at the 1981 figures used by 
Eama~oto did not reflect a pass through of S335,OOO,000 in supplier 
refunds. We agree with SoCa1 that recognition of these refunds is 
appropriate and shou1c be included in the calCUlation. 

SoCal's uncollpctible rate based on 1980 bigh priority 
te:peraturp adj~sted sales is ~480. SoCal used .490 in this pro­
ceeding to recogniz p the effect of higher bills. 

SoCal further notes its ~lnco11ectible current wri te-ot'f 
perc~ntage, .4870, closely approximates the .4900 rate included in 
this proceeding. Accor~ingly, we will adopt the SoCa1 figure .. 

2. Em~lovee Additions 
Staff witness Ham~~oto proposed a total adjustment of 

$4,000,000 to t!:le expense estimates of Radcliffe and Ballew 
related to employee additions in the Customer Account area. Staff 
argued that e~?loyee growt!:l s!:lould oasically track customer growth 
(estimateci to be l.8% per year). In addition, staff assumed an 
increase in employees in 1982 subst3~tially greater than Cllstomer 
g:owt!:l (approximately 8.6% employee growt!:l) • 

.... 
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Also. staft developed a ~e~-employee dolla~ amount by 
divid1~g SoCal's p~ojected 198) expenses !o~ ED? and non-EDP 
o:pe~ations by the p~ojected nwnbe:" ot emplo'yees in. each ot those. 
ca~ego:"ies. Sta.!~ then subt:::acted the approp:"iate amount fo:" each 
e~ployee o.:"opped. E:CP expenses ''{e:''e :::edtl.~ed S80 ~50; each to::: 19 
e::l:ployees, 0::: a total of 51,529,500. Ham3JI1oto :::educed non-ED? 
e:.qlenses by $40,76; tor each ot 61 employees, a to'tal ot' $2,486,500. 

SoCal argued that the ~ethodology used by Hamamoto excludes 
conside:::ation o! new employee ~equi~ements ~h1c~ are not di~ectly 
:::ela'teo. to c".;.Stomer g:owth. ~hus, a.cco~ding to SoCal, on the non-ED? 
side Eama:loto had excluded expenses needed by SoCal in 198:; to:- its . . 

A:?pliance Data Su:"vey, Level Pay Plan, Ene:-gy A.ssistance P':-og:am, and 
EX:?anded ~elepcone Se~vices. SoCal fu:the~claims that 3amamoto 
!.gno:::ed ~equl~e:lents ot $500,000 to test hand-held mete:" devices and 
$250,000 '!o~ a c-..:.stome~ ~elations t:-a1n1ng p~og!'am. Finally, on the e non-ED:? sid.e, SoCal submits Eama:toto has, 'tailed to ~ecognize a 
seve~a.l hund~ed thousand dolla.:- ~equi:::emen.t to~ (a) "o~ochu.~es and 
bill i::lSe:"ts needed to 'implement the te:"minat10n 0:- ss.:,~rice 

:-equ.i:"e~ents o! OII 49 and (b) a thi:"d-Pa.:"ty notification p:::oced.u.:::e 
as speei!ied !.:l. OII 49-

• 

With. ::ega:d to EDP -expenses, SoCal a:"gt:.ed that Eama.:noto 
ig:lo~ed'tb.e S2,i88,000 in Account 90;' to:- expansion of' existing 
:?:"og::-ams a.:4d with. new p:-og:-ams. Acco:-ding to SoCal, the 
ext:,ao:-din.a:y ite~s un:elated to custome:- g:"o~h a:::e: added 
~e~u!::e~ents att:'ibutable to the inc:'eased complexi~ of :-ate deSign, 
inc:-eased ~eCJ.ui:,ements in handling supp11e:" :,e!unds, :-epo:-t·ca:"d 
billings, payment assistance p:"og:ams, :-equi:-e~ents unde:- OII 49, and 
lifeline allowance audits. SoCal noted ESl:lamoto ignored the 
inc~ea.sed e:ployees needed to handle added e~e:,genc1 ~d safety 
~atte:::s, i:p:-ove~ents in ope:-ating e~fic1enc1es, and 1nc:-ea.sed 
~equi:::e~ents in b.isto:-ical da.ta ~ile maintenance • 
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We .loree with sta'ff th~t the c:rowtb in the work£orce .. -
neeceC ~o perform Customer Account :1.l-e.ctions should be rel"'teo. 
to customer gto'Nth. While SoCa:' has correctly pointed out that 
program work related to new accounts must also be added, it is 
also reasona~le to expect that the company will adapt efficiently 
to new programs. Furthermore, the staff has provided a reasonable 
additional cushion ~y assuming a level of 1982 employee growth 
which su~stantially exceeds that which would ~e projected solely 
in terms of the assumed rate of customer growth. Accordingly, 
we will adopt the reduction proposed by staff. 

3. ?ostage 
SoCal inCluded a projected increase of $2,461,000 in 

postage rates in its estimate of postage expenses. The staff 
estimate is based on existing rates. 

SoCal .lrgued that such an approach is unjustifi'ed and 
unreasonable. SoCal notes it lost nearly Sl,OOO,OOO in 19&1 
because in its lAst general rate case the Commission would not 
recognize the probability of a postage increase. SoCal submitted 
that such a si~ua~ion should not be allowed to occur again and 
requested that a deferred or balanCing account mechanism be author­
ized for postage increases. 

We are generally opposed to a balancing account fo'r 
?Ostage because it would remove an in.centive for SoCal to contro,l 
this expenditure. There is no indication of any postal rate increase 
in th~ offing. The attritiun allowance for 1984 should provide 
relief to SoCal if there is a postal rate increase. Accordingly, 
SoC.;:. 1 , s request for a balancing account to accommodate postal' rate 
increases is denied • 

- 79 -



• 

;".61081 ?CG/ALT 

SoCa1 argued that Account 920 contained these auditing 
expenses only through 1980.' SoCa1 submits that inspe-ction of the 
1980 and 1981 numoers supports its position. Recorded numbers in 
Account 920 are $6,120,000 in 1979 and $6,669,000 in 1980. Expenses 
estimated for years 1981, 1982, and 1983 are $6,741,000, $7,657,000, 
and $9,671,000, res~ective1v. - ~ 

In its com.1lents, SoCa1 failed to address adequately the 
poin<; raised by the staff: namely, that the company is requesting a 
budget level which would reflect a better than 4S% increase from 1980 
to 1983 in an account which now supports fewer activities than it did 
in 1980. Under the circumstances, staff found this level of budget 
grot,.~th peculiar. So~l' s only explanation for the surp,r isingly large 
i~crease is that the growth level was inordinately low in 1981 (the 
first year in which internal auditing expenses were no longer reflected 
in this account). It does appear that the small 1981 cipe-nse increase 
is 3 product of the accounting shift. H~wever, such a shift would not 
appear to require an "overcorrection'~ by assuming a much larger expense 
increase in 1982 and 1983. In fact, if the transitional year o,f 198'­
was imputed to be a year of expense growth similar to 1980, the staff 
disallowance would still provide for over 9% annual expense growth 
from 1980 to 1983. Therefore, we find the staff disallowance to, be 
reasonable. 

2. Account 921 - Office Suoplies and Exper~es 
The staff eli:ninated $3,100 for donations provided to Town 

Hall and the A."'neric~n Association of Blacks in Energy. Our treatment 
of dues, donations, and contributions is discussed under the Accour'lt 
930 argu::tents. We will delete this amount from Account 92l .• 

3. Account 922 - .!..dministrative EX?ense Transfer 
Account 922 is a credit account where a percentage of the 

expenses included in Accounts 920 and 921 are transferred to con­
st:uction costs or to nonutility accounts. Thus~ uneer normal condi­
tions, the credit figure in AccolJnt 922 will increase or c.ecrease in 
direction relation to increases or decreases to the sum o·f Accounts 
920 and 921 • 

The adopted results for Account 922 will reflect the ratio 
used by SoCal, a credit equal to 3.43% 0: Accounts 92'0 and 921. 
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4. Account 924 - ?ro~ertv 7.nsurance 
The ctaff estimate is $22,800 lower than SoCal'c. The 

difference is due to staff using SoCalts general guideline inflation 
rate in SoCal's Functional Account 9934.4. SoCal introduced Exhibit 
il to further explain the methodology used. However, the exhibit 
cloes not de~onstrate why the guideline inflation rate was not used 
in Functional Account 9934.4. Accordingly, we will adopt the staff 
estimate adjusted to reflect the plant-in-service. 
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According to SoCal witness Garner, the AGA provides a 
foru:Il :or SoCal anc its e:nployee-s to keep abreast of the latest 
~inkins by t1:le foremost industrial, professional, and technical 
experts involved in t!le natural gas industry. This relationship, 
Garner notes, led to an untold number of economies. Appendix 1 to 
Exhibit 140 lists some of the benefits SoCal believes have accrued 
:0 its ratepayers through AGA membership. 

SoCal argued that if it were to discontinue its partic­
ipation in this association, there would be substantial additional 
expense re~uire:nents to fill the void. The services and benefits 
flowing from AGA, Garner su~mitted, could not pOSSibly be duplicated 
for the same cost. These oene:its, Garner concluded, ultimately flow 
through to the ratepayer. 

t,;~e are not conv inced by SoC.11' s argument. As we 'see it, 
2'.GA is an association whose pr imary purpose is to promote the gas 
industry and the interests of its stockholders. Benefit flow-through 
to the ratepayer is incidental. Accordingly, we will adopt staff~s 
recornrneneation. 

b. Other Dues 
':'he staff estimate is $114,000 lower than SoCal's. S·taff 

stated that virtually all dues and donations excluded in prior rate 
cases were not included in tbis test year esti~ate. According to 
st.aff, Socal has increased the number of organizationz to which it 
cont:ibc.tes since the last rate case. Also, staf: argued that d~na­
tions to some of these organizations, such as et.hnic, taxpayer, and 
envirorunent~l balance organizations, ~hould r.ot be billed to- t.he 
rat€>pdoye:s. 

Staff cited Pacific Telephone and Teleera~h Co. v Public 
util. Co~~'n 62 Cal 2d 634, in which the California Supreme Court 
upheld disallowances of dues to Charitable and cultural organizations. 
Staff generated aZ" internal position paper drawing the :a:ne conclusion 
(Exhibit 99). That paper recognizes that dues and fees to trad~, 
technica', and professional associations are appropriate. 

SoCal argued t.hat staff based its recommendation for dis­
allow~~co ~erely on the nam~ of the organizat.ion and made no se9arate 
investigation reg-arc.ing t!le entitie-s disallowec.. SoCal a:g1..led that 
e'V·idel"lce it ?rovid~ shows that th~ o:g.lnizations are not in the 
cat~ories d~ed. by t.he Supre:ne Court and the staff to b~ ·inappropriate. 
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i-:e rece<;nize that :a-:epayers' :nay derii.·e .some indireet 
~enefi'C from soc a 1 1 s contri'outions to professional.and technical 
associations which are directly r~lated to SoCal" s utili ty busin~ss. 
Such contributions would be reasonable for ratesettinq pu~?oses. 
However, ratepayers should not be charged for SoCal's contributions 
to oreanizations servine ~ur~oses onlv rernotelv related to SoCal's .,. .. ok.. .. _ 

business. ~or should rate~ayers be asked to pay through rates for 
contributjons which would be within the discretion of private 
i:ldividuals .. 

The recore in this proceeding does not a110w us to make 
a deter:ninaticn 0: the potential ratepayer benefits to be derived 
from variOUS proposed dues and donations. SOCal, not the staff, 
bears the responsibility to demonstrate that its proposed exp~nses 
are reasonable. SoC~l failed to demon~trate that th~ expenses 
associated with Acco~nts 920 and 930 were reasonable. Therefore, 
we will noL allow them r.o be reflected i:'1 rates. 
I. Rate Base and Depreciation Expense 

1. Overview 
SoCal and sea.ff agree on the gas plant in service amounts 

except for the difference related to inflation assumptions.. SoCal's 
es~i~ated weighted average gas plant in se~vice amounts to 
S2,161,603,000 for SoCal and 5389,735,000 for PLGS .. 'the corres­
?orlein~ staf: estimates are $2,148,394,000 anc 5391,74$,.000:or 
SoCal and PLGS, respectively. 

,., ... 
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. . 
B. Discount Rates: 

NonanalyYical Approach 

SOCal estimated all present value savings md costs oy using 
a uniform 10% discount rate. That rate was developed using judgment 
rather than'detailed analytical methods. Staff, on the other hand, 
urged that a different rate be applied to each customer class, based 
on the decision making criteria of each class. S·taff cited the 
example of industrial customers who expect three-year paybacks 
suggesting a 30% discount rate. SoCal and staff, in Socal's next 
rate case proceeding_ should more carefully analyze the approp~iate­
ness of their positions. We hesitate/at th.is time, to test the 
expenditure of money collected from all ratepayers under discount 
rates attributable to only a portion of those ratepayers. 
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Enerqv Efficiencv Audits • 

SOCal proposed. a funding level of S9,180,800 for its 
Ener~ Efficiency program. This program provides a variety of 
aud.iting services for commercial and industrial customers. 

Legal staff recommended d.eleting certain activities 
· .... ithin the program whiCh had low cost-effectiveness results. Omission 
of those activities, staff argued, would enhance the program's 
cost-effectiveness. The program elements legal staff would 
disallow are: ?rofessional Communications, Deliming Services, 
En~rgy Management Analyses, Merit Awards and Seminars, and Gas 
Conservation Analyses. 

We will adopt Legal Division staff's. re-eommendations 
with the exception of the proposed Gas COnservation Analyses. 
We consider that this program element fulfills- ani important 
func~ion, and will therefore retain roughly two-thirds of its 
budget, reducing it by S600,000. The total dis?llowance from the 
o1.1dget of the Energy Efficiency A1.1dits program is Sl,.5068,.000 •. ; .. 

. . / 
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D. Discussion 

Of the 49, staff recommends deletion of only two projects: 
the Phase Change Energy Storage Project and the Hydr09'en Generation 
Techniques ?roject. We agree with staff that benefits to ratepayers 
from these two programs are too remote. 

Staff reco~~ended that funding for seven of the 49 projects 
be reduced by two-thirds and that SoCal should use the remaining 
one-third to coordinate its efforts with GRI.. We disagree.. S·taff' s 
own testimony points out weaknesses in these seven projects which 
undercut justification for funding at any level. 
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Further, the eviQence Qoes not support staff's recommenQation to 
cut funQing by two-thirQs "across-the-board 't • We also note that 
GRI's budget has increased substantially in recent years. The 
cost of gas to SoCal, and all other gas distributors that are 
members of GRI includes a share for GRI. Taking all these factors 
into consideration, it is reasonable to reQuce SoCal's requested 1983· 
RO&D budget from $9,.885,000 to S8,22S,000, including overheads. 
The adopted RO&O budget represents an increase of 8.4% from SoCal's 
adopted 1981 budget. Much of the decrease in SoCal's constant dollar 
RD&D budget results from the elimination of programs which would more 
appropriately be conducted by GRI. We feel this strikes an 
appropriate balance between utility~specific and industry-wide RD&D. 
We invite SoCal to propose reasonable RD&D increases in its next 
rate case proceeding, consistent with the RD&O guidelines we adopted 
on December 1, 1982 in 0-82-12-005, in oIl 82-08-01. These guide­
lines include consideration of whether an individual utility is the e most appropriate institution to perform a proposed RO&CD project. 
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5. Adopted Escalation Rate - Nonlabor 

Escalation rates are used to estimate future utility 
costs. In this proceeding, staff recommended 9.3% for 1981, 7% for 
1982, and 9_4~ for 1983. SoCal recommended 15% for all three years. 

Since the ti.me ~taffdand SoCal presented their testimony -­
on this matter; estimated inflation rates for 1982 and 1983 have ~ 
declined significantly. The recommendations of the parties, therefore, 
should not be adopted. 

During the proceedings, the parties expressed their common 
view that adopted escalation rates should reflect most current 
expectations (see, for instance, Tr., Vol. 4, page 216). We agree, 
and, accordingly, will adopt escalation rates of 2.7% and 5.30% for 
1982 and 1983, respectively. These estimates are based on the 
November DRI CONTROL forecast. We believe the use of this forecast 
is reasonable for purposes of setting escalation rates, since the 
use of that forecast is what SOCa1 recommended, and what we have adoptee 
for ~stablishinq the attrition year adjustment. 
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-' 
SoCal inoluded an exp~nse of $2,056,000 in test yea~ 1983 

fo~ gas losses occur~ins at certaic storage fields. This includes 
: a two-year a=ortization of pre-1g8! gas losses net of incoce taxes . 
J 

! and a S~oss loss in 1983 of $984,000. These losses can be divided 
j 

'l 

I 
t 

e; 

I 
I 

1 
I 
I' 

· · I · 
· ! 

i~to ~our categories: 

(1) Surface Leakage - losses from the well 
head and field pipe fittings (normal 
operation), 

(2) Incidents - losses trom leaks in well 
casings and related assembly; 

(3) Plant Blowdowns - th.e evacuation of gas 
from the storage field piping for 
mai~tenance aotivities; and 

(21) Migration - the su'osurface movement of 
gas outside the storage field. 

Staft allowed for estioated 1933 gas losses in all or the 
above categories. Statf also allowed pre-1983 migration gas 
losses in tbe a:nount of $796,000 at the East Whitt.ier 5to:oage 
Field. However, because SoCal filed workpapers on La Goleta Field 
migration losses late,~Staff recommended the deferral of the 
considerat.ion of such losses, approximately 2 Bet, to SoCalts next 

". e> gen~ra~ ra~e oas.o p 

Staff's· treatment of -1"re-1983 gas losses was explained by 
Staff witness Ferra~o. He argued that SoCal was aware that losses 
due to surface leakage, incidents and plant blowdowns we~e 
occu~r-ing 'out ~a~e no etfo:'t to esticate these losses. As a 
result, Staf~ urges, SoCal should 'oear the consequences of its 
lack of diligence. Stafr made an exception fo'!' cigration losses 
beca1.:se these losses a'!'e often caused by catastr-ophic or 
uncont~ollable events, hence, are not fo'!'eseeable and not subject 
to r-easo~a'ole esti:ation. 

The City of: San Diego took the position that only gross 
gas losses occur-ring in 1983 should be allowed. Counsel for' San 
Diego .ar-gued that inclusion of pr'e-1983 losses in test year 1983 
rates would 'or-each the rule against r'etroaotive ratecaking. 

,-
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We will adopt SoCal's estimate for 1983 gas losses 
totalling $984,000. We will not, however allow rate relief for 
estimated pre-1983 losses. SoCal acknowledges that it was not 
until the late 1970's that it undertook a study to determine the 
extent of its operational gas losses and that the results of that 
study were only recently available. We will not take steps now 
to make the company whole for losses it failed to discover at an 
earlier date. We agree with Staff that while SoCal should rely 
on prospective estimates for surface leakage, incidents and plant 
blowdowns for ratesetting purposes, migration losses are not as 
predictable.. For the future, SoCal will be permitted to accrue 
expenses, net of income taxes, for migration gas losses in a deferred 
account desigt\ated as "Account 823 .. 1 Migration Gas tosses'''.. These 
expenses should be included in the next general rate case followin9 
their accrual. 

Staff witness Ferraro also recommended that because of the 
large gas losses at the East Whittier Storage Field, SoCal should 
undertake a study to determine whei'"her that field should, be 

removed from operation. SoCal witness Brady agreed to expand SoCal's 
current study of that facility. Staff recommended that SoCal be 

required to report its findings in its test year 1985- rate filing. 
We agree. 

-63-



· - -.,. , 

A.61081 

b. Other Items 

AS discussed above, we will adopt staff's recommend­
ation regarding phasing the 1-2-4 program. 

We will not grant SoCal's request to amortize 
S405,000 in 1982 leak repair costs in the test year. 

Staff and SOCal are generally in agreement regarding 
the costs of compliance with proposed Federal Dama<]e Regulations. 
SoCal accepted staff's estimate of $1,930,000 for this item. 

We note t~at funding requests by the company and by 
staff for implementing additional federal regulations should be 
considered in light of the federal administration' stated goal of 
reducing such regulation. Although regulation may be increaSing 
in some areas, it may be decreaSing in others. If it is, rate­
payers should benefit from a reduced regulatory burden. We expect 
staff and SoCal to address this matter in SoCal's next general 
rate case. 

Regarding the Sl,044,000, which is due to- different 
estimates of the number of leaks to be repaired p SOCal states that 
the significant increase in leaks is due to use of new leak detection 
equipment ·..,hich is more sensitive. According, to SoCal,. the back­
log in 1980 of Code III nonhazardous leaks increased to 17,8"40 .. 
Now SOCal wants to decrease the backlog to between 5,000 to 7,000. 
We will adopt SoCal's estimate for this item. 

In summary, SoCal' s estimate fo·r Account 8-92 should be 
reduced by $4,305,000. 
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