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BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

In the Matter of the Application of ) ,

SQUTHERN CALIFORNIA GAS COMPANY for ) Application No. 55345

a General Inecrease in its Gas Rates. ) (Filed Novemder 26, 1974)
3 ,

ORDER DENYING REHEARING

By Declsion No. 85354, dated January 30, 1976, we granted
Southern California Gas Company (SoCal) a partial general rate
increase sudbject to refund. The amount of the increase was dbased
on the assumption that the previously authorizedé 8.50 percent rate
of return wacs appropriate and should be maintained pending a final
order in this matter. Subsequently, however, the Commission issued
Decision No. 85627, affirmed dy Decision No. 86117, which reduced
SoCal's rate of return at the time of issuance of Decision No.85354
from 8.50 percert to 8.25 percent. The reduction was to reflect
SoCal's reduced risk because of thé tax savings made available by
the Tax Reduction Act of 1975 (TRA).

In order that the assumptions in Decisidﬁ No. 85354
would continue to be valid, on July 13, 1976 we issued Decision
No. 86118 which reduced the partial general rate increase authorized
in Declsilon No. 85354 by an amount equivalent to a .25 percent rate
of return reductlion.

SoCal filled a petition for rehearing of Decision No.86118
¢laiming that by reducing SoCal's return by .25 percent we were in

ess exce making a double adjustment for the tax savings resulting
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from the TRA in test year 1976. This occurs, clains & al, because

[ aC A

the Commission adopted the stalfl's results of operations for pur-

POSCs Of the partial general rateiincrcaso in Decision No. 85354
which already Znelucded an adjustment An tax erpense for the tax
savings.

Responzes to SoCal's petition for rehearing were recetved
from City of Los Angeles (LA) and City of San Diego (SD).*/ On
August 3, 1976 the Commizsion issued Decision No. £6219 suspending
Decizton No. 86118 pending a deternination on the petition for
rehearing. "

On November 2, 1976 we Zssued z fin2l opinion in this
procecding, Decisibn No. 86595. In said decision we adopted SoCal's
ravher than the staff's method of computing tax savings resulting

o

from the TRA in test year 1976. Transmicstion plant was treated on a

p——

five~year average flow-through hasis and distribution plant was
treated on a2 ratabdle Tlow-through »asis.

In adopting a fair rate of retusn of 8.8 percent in
Deciclon No. 86595, we recognlized the reductlion in SoCal's enmbedded
dedt cost as well as the reduced »isk flowing from SoCal's retention
of tax savings.

Having reviewed the record in vhis proceeding, Including
the final decision, and mindful of’the purposec of the partial
general rate increase, we are catisfied that Decicion No. 86118 was

falr and reasonadle and rehearing should be denied.

supplemental statement 4n
:d SD.

¥/ On August 4, 1976 SoCal filed a
Teply to the responses of LA an
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SoCal 1s essentilially arguing that the Commission should
have reflected in 1t¢s rate of return determination Iin Decision
No. 86118 the fact that test year 1976 taxés were computed ' in 2.
manney different from 1975. In granting the partial general rate
increase in Decision No. 85354, however, we did not attempt‘to maxe
such a sophisticated analysis. Rather, we adopted the staff“results
of operations and the last authorized rate of return. Indeed, the
same argument could de made regarding Iitems such as reduced gas
suppllies or conservation; 4.e. the last authorized rate of returm
should be adjusted to refle¢t same. This type of analysis we
assiduously avoilded in adopting the last authorized rate of return.
It was contemplated they would be more comprehensively analyzed and
balanced in the £inal opinion. As we stated in Decision No. 85354,

"After rTeceipt of the late-filed exhibits and

briefs the specific issues ralised on the appro-

priate level of rate relilef ané on rate design

will de analyzed in detail in a subsequent order.

This analysis 1s 2 time-¢onsuming process. OQur

review of the multiplicity of issues raised in

this proceeding will require 2 considerable period

of time." (Mimeo, page 23.)

Further, we found,

"6. Our adoption of the Commission staff results
of operations, modified as deseribed in the opinion,
and the authorization of rates designed to produce
our last authorized rate of return on rate base

1s Just and reasonable for the resolutlon of the
irnitlal phase of this matter in the light of the
current econonmlc situation and of the posture of -
this proceeding." (Mimeo, page 26.)

In finding that Decision No. 86118 was fair and reason-
adble under the c¢ircumstances, we are mindful of the fact that the

staff's results of operations adopted in Decision No. 85354 did not
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reflect an immediate flow through of the tax savings at issue, as
SoCal initially argued in its petition for rehearing. Nor were
they computed on a ‘'five year average flow through,” as we have
traditionally done over the last several years, as SoCal argued in
its supp lemental £iling. Rather, the Iinc¢creased tax savings were in
practical effect, amortized over five years. |

We are also aware of the fact that further analysis of
late-filed exhibits indicated the gas supplies adopted in the
partial general rate decision (D.85354) were too low. Thus, the
final order which adopted higher gas supplies, noted that the
annuallzed effect of the partial general rate increase of
$39,323,000 effectively becomes $51,597,000 when related to the
higher gas volumes, an amount substantially greater than reflected
in the staff results of operations adopted in Decision No. 85354,

Having considered each and every allegation of the |
petition for rehearing filed by Southern Calirofnia Gas Company
and the responses of the City of Los Angeles and City of San
Diego,

IT IS ORDERED that rehearing of Deciszion No. 86118 is
denied. |

IT IS FURTHER ORDERED that Southern Caiifornia Gas
Company should refund an amount.equivalent to .25 percent rate
of return reduction on the rate base adopted in Dec¢ision No. 85354,
with Interest, from the effective date of Decision No..85354 to
the effective date of Decié:on No. 86595.
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The effective date of this order 1s the date hereof.
Dated at San Francisco | calsfornia, this A3Adk
day of NOVEMBER ., 1976.

S

JLW

Commission®rs




