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Southern California Gas Compa.ny (SoCaD,rseeks authorityﬂ

T S S

" “to increase its rates by an smount sufficient:to-offset changed

- Ladend

gas _costs under-its:approved Purchased Gas”Adjastment-(PGA) =7~ "

L s s S

procedures that will result from adjustments.in the price.of-:z ==

PoianTallel

natural gas purchased from El Paso Natural. Gas Company (El :'raso) ,nA

s T, e

Transwestern Pipeline Cmnpa:ny ('rranswestern) > - and Pac.ificw 23 o

-t

Interstate Transmission Compa:ny (Pac Interstate)'“‘and o restmma

m-\ﬂ m.‘\" ‘.;......w...-..u'

its: ronresidmtiabxates to reflect 'the encT-use prio:it-ies zof «dts:g

Saad o o
- - P

‘dstomers SO PGK FL1ings were made';witb. the Fed’eral’ ‘Pover:, dbmiss‘lon

wp/'\ ...4-.--'-‘

(FPC) to implement a commod:[ty rate’ oi '109,.49¢wper Dtl_)::ﬁor' LI TS
Transvestern, 121.06¢ per Dth for EL Paso, and 167.73¢ per DEh-For
Pac Interstate, all to become: effecc:lve-oetober-lr‘*l?W“"As""'f"”
June 30, 1977, SoCal's PGA balanc'lng account, according to the
application, reflects” meeovered_gamosts—fncludz.ng interest,

in the amount of_ ${+O 989,200 which, after*adjusting for the

v.. -M\J"""

Tt

$1,049, 000, ..leaves a,.bala.nce of $39 940"200 The pet effect of the
supplier ra.te cbanges”with* thc resulting :’.mpact on California gas
purchases and-—t:he-‘gnrecovered 2 mn:chased tgas’ “balance is alleged to
be $21, 036 006 ctorbe recovered *from‘th:ts prmeeding

.A‘Efer-motice-, ,qublic hem were bheld before

A il il

Administracive LawJudge N, uR. Johnson "o Qg;ober 25 and 26, 1977

A

in Los Angeles* and the mtter was»»éGSmittéd .upon receipt of
concurrent ,'briefs"due November’ 24;:13977.~—Iestimony was presented

LA s

on behalf“ of SoCaI,'by :f.ts manager-oﬁ’xevem requirements, on

D rmar e

bebalf o:E‘ Tehachapi—(:ming& Wzte:lbistrict»(’rehachap:{.) by its
gene:al.manager»and“%y its’ president of rthev board of directors, on
behalf of Californ:!’.a Manufactmrers A.ssociat :Lon (CMA), by the

g ;-

president and- ch‘ief‘ executiveﬁofftcer”of“}fbno'l'fth Portland Cement

. - e -

COmpany, on beﬁal'f 'f General Portland““lnc (General) by :{';rs‘ .
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finance ‘manager’;-“and on ~lwﬂ:m‘]:.f:‘ ofq the COmmiss:Lon staff by ;one- o{ =
its £inancfal examiners “and ‘two’ OE ™ £ts utilities 'engineets. aten

) :.:“:IA:JI';.J e s 0 A e F A v o)
Commissioner' Symons part cipated‘"d:n “Che heag:ipg through examina-. .

tion :of :SoCaI“'s*-ancT one' of-the sta.ff"" 3 vi:!.'t'ii'e?sﬁes:., -
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Briefs were received' on’ be‘ha‘.l.f of the city c:;ﬁ Long. Beach:
Gas Department\ {(Xong Beach) t’he city of' Los Angeles (Los Angeles),

LY s-.-.,u ’wu"

Tehachapiy: Caliifornia ‘Portland Cement” Company (CPC) . cm;,
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150D% 86048 dated June“29 “1926 tgqup_{ glnggCal to 9§ta]3,];§s§~:"

d'rmaintain‘aobalancing account cémmencing Ji:f}i: 1, 1976, _showing. .

ey —— -.--'- B t...a wt AT e

over=Lor: undercoIIections*’of"gas costs authorized under the PGA ...

procedure. - :SoCal was-further- ordered to ;nEEEQé iﬁ'itgtiégﬁlénu.‘ .
April-andcOctober “PGA rate revisions an adj’ustment to “;ceflect _the_ .

bl RS R S5 1 S I SR Ju,
ovexr~:and. undercolIecti’ons of “guch” gas’ costs “for the Ssix-month .. ..
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period ending ‘thrée months*prior “to “the effeqtive date of: th% W,

PGA - .::.‘«.(; .::‘ 'VC':-',;\‘-\(:”: :-O ‘..‘JII..'OT...J ..w--.a :):r:m ,,...a.J Tt e &Y b o alimich -
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According to the application, SoCal's BG4 balancing

u»-—r\ yen s
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account reflects unrecovered gas costs including: '*Interest; In’ the

anount: :of:$40,9897200 ‘a5’ ‘of' June 30, "CI9" 70" O*deriﬁ'g"' .'?‘gragz'aph 2,.., -

o£. D 87587 dated- JuIy 12‘, 1977 on’ SoCa'l Sy previoug 6ffset
application: statesw - 92 SoCa.l sha“ll rgco_:_:dotlge July 1976 o
overcollections® of $1-'049'"000“‘In :Lts PGA balancing .E:ccount,w IS

Offsetting the: 540,369 200° By this §T, 50495000 Teaves_a 1;2;‘111:;:21ZS"f"fw

£y o - P -tf‘. /u- L Fod ‘ .‘* ..‘U".W*_.M “‘“‘-T
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“UThe® Comission‘*staff‘ financial examiner‘s audi:t‘-g;:' e
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SoCal's records-showed”a PGA’ m:dercollection of $8,247 665*50 T

the perfod-July 1976“t5 December 31; 1976 and an unde::collection

of $31,184,000 for the per‘.f.od January 1, “1977" to June 36::‘1977—;

" - e P

e X : R4 \—--—A-w'v Vs s
total 0£°$39 ,4’31* 000~ “Ihe recorded"balance for the interest o R

R 2

unrecovered ~pm:chased'”gas costé :[s 5527'500 as of .fén?éﬁ, fﬁ;.




-

| A.57573 | RF/km/dz a1,

-

. .“ .. .- g -“‘.. “." "‘)’t\-ﬂ:.z.‘ :?.'TE'\'E-A ‘
- A . - - ‘ . .

'According to this witness, the recorded ’:t.nte‘rest balance should
. be reduced $21 416 to $506 084 to ﬂref‘].ect‘,.the interest con:the . ~%
July 1976 overco‘I‘lectfon of $1 049,000. 5 R addition, according el

‘ s o
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recovered ‘should be fin:ther rednced by ,$2 ,532,.78:7 ’t:oa ref,lect thelx

-."‘Ai‘" P

balance in other d'eferred credit ecconnt;s of Pacific Lighting
Serv:[ce Company (PLS) and SoCal resulting from 2. 0. 375¢ -pemMef 2

b A i, .,_..-..f e "

fee" fo:.' gas d:’.verted__ on an emergency besi’.s to Columbia Gas: .System "

AMSS I udatte RNV LR

by Transwestern® and E1'Paso,  The resulting adjusted purchased::CoZ
gas cost to be recovered on these bases is computed.tosbe ~innn .
$37 404,297 or $2 ,535 903 less.than cla:'.med by.SoCal.::SoCal's

PP L

witness"teétified tﬁag: the $2 532 787 represented -additional: costs:

R

:.ncmed“by SoCal from the d.iversion of:-gas,, and :tncludedwin-;and_,/u
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ut-éf-storage costs and"i':elated sgpplier-\contrar.t costs, | sItiscr

w2

‘axiomnt:tc that such :'.ncrea.sed costs that a::e*offsetaby:app:opriate A
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redtts ea.ncel eech other “and should becref.'gected ‘as.~zero balancev:
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in the ‘bal:ancing accomt._ ’.rhe staff £inaneia1,examiner S amn SCIEC
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recommended balan ic{ng “account amount of $37 404,297 will, there-.::zq
fore, be adopted
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Revenue I Keg.zirement
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20T e Accord'ing to the ,xecord the gas. cost ‘changes effective s

N, N Jtah. - e

October ‘1’*’1.977 ‘for EL Paso,. I:answeste::n, a.nd Pae Interstate; willic

O iy -t T G

lower the average nnit cost of gas. by: 2.5¢ per Mcﬂ.%'r_hi&z;sey;,.m"

P et

per Mcf decrease applied to SoCal's and. the, staff’s estimates ofxow

e P S ,*,‘_,_, P S S e vw-qe---

heating value end supply,\results,,in. a.lowered gas, purchasencostszill

-
el e €

of $1826" mﬂlfon. “The inclusion of related reduc:ed uncollectiblesi
and franchise tax :;esults in.a total-decrease of.$18,889,000

DS S

which, appl:f.ed agai.net: the lebovecedOpted l:al..m:xr:::tngn account.~ 7%
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underconect:ton “o£7$37, 404 »297, leaves . vet revemue requirement 523
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of epproxﬁnater $I8 515 000. )
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“"‘In“his t:estimony relating to the tevenuegrequiremenn, Lnzol
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‘in supplier refunds Be further tesm.fied that were ;,th:.s money, to,

EEr PAOT g PR o S Bdem b
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be used" to offset the PGA inc'reases An. li.eu of ine:easin% ‘ e,,xates.
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" the re_fgnd 'balances at Ayrxl ™ ,.1978 would be app:onmately; ﬂ$lo7 ,,26-7 000.

PR A \Jd-- ot Uw

CPC y K, and SoCal argue ‘that such ut:'.l:.zat:.on o£ ~the refund mom.es

™ -AJ-G. Y e

B would be contrary to, SoCal's tanffs which prov:.de thaqxefunds

o, -‘.--n.m ‘»_‘ ".'..on\‘ i

rece:.ved “from ET Paéo and PLS will .be made to various cusgomer ...

PR At iy g
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‘¢lasses in pro ortlon to the contmgent offset chaxges collected
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dur:.ng the per:.ods to wh:.ch. the refunds apply, would. be Leonrxary to-

IR 2T oty TSP U RN L ST IOV P4

B t]:;e prov:.s:.ons of Publ:.c Utilities, COde Sect:.on 4535 2dded by SB 604

GO Yim .,, B0 Raled wis i PR ‘»‘.\.—-ud. " - .:_Io-a..»- ....-.\... .,

) which p:ova.des tb.at refunds will be made to, al.;l3 utilm:tty customers on

o0 a-\ ' ] monT n.«-.».. . (_.....,..,;. PO J.J.nt‘v.. et o ar wn? o

an equ:.table pzo ra.ta bas:.s which ::.s stated £o mean in ,proport;om £o-

ThuT AL g aXey A R Ce et

the “amount or:.ginally pa:.d for the m:il:_tyD service involved\,, gnd would
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be :.nappropr:.ate at th:Ls t:.me beeause the spec:;f;c, manner, in,wh:x.ch

- il e un.« ,. R B U ‘.Jﬁ-a.-'v-l—'-.ln..-.

refunds shovfld be made is presently ma.der eonsi’.derat:{.on i’?’. hC.:}O&SS*
, After due cons:.deration, we find that the useugf suppliex
. refunds to offset undercollect:.ons rather than grant-an offset
increase at this time is in the public interest. We reach this
result in recognition of the repeated and continuing increases in
the price of gas by the suppliers and the various plans previously
authorized by the Commss:.on, any of which would appa.rently |
satisfy the requirements of newly enacted Publ:.c Ut:.l:.tmes Code
- Section 453.5 (SB 604). The public interest is not served by
s:.multaneously adopting a refund plan and. rate :.nerease result:.ng
in a "wash". Rather, we elect to d:.spose of the suppl:.er refunds
by cred:.t.mg then to a balanc:‘.ng aecomt in the manner of the
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'Tecent PGSE case, A.55627,.D.88261 (December 20, 1977). Section

453.5 does not expressly prohrbit such a result. ~In- fact the

r
o o e ,‘ »n m'" SR LR k. -y o~

statement “In“Sec‘tfon “Ziof “‘SB"éOG' th?éit’":‘.’t :i.s Ma clar:!ff cat:i.o':i ‘of the

v
oy - . oy o e

oI SRl
law and 'uot “a change thereof"’ supports ﬁhe concl’usion “that the
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et I.egi‘sl'amre ‘Lntended £5 allow the Commn.ss:.on to contfnue to act as
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“‘*“*consequentlyv T ers [this’ “Comit Ss{on"s § ‘.Lntentn.on to apply
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sucb. occasioual“ gas suppl:.er refunds as’ may occur as ¢redics to the
o - ""43"-""'"""‘" ”*" SOIITOCOTC oL LSl L

balanc:.ng‘ ‘a.ccounts “set’ up to ,account for revenue recovered pursuant

e g . ,-.,N 4.-..1 .'Jf\, —-("(- oy r"" oy

o authorized purchased gas adj'ustment n.ncreases In th:.s regard. we

- - ooy ey ~-r-*
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" deem Tt appropr:.a‘te to modlfy current procedures so as to have such

v, w2 -~ « o ! ] '.’-h'
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“increases’ put “:tnto effect Twice annually, rather ’than as, often as’ the

1 -
P N e : .w-

“increases occur ;T ‘SoCa‘.L shoxﬂd Te d:Lrect’ cf to fi'le tar:.ff’s t'é; | :.mple-
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" ment’ such‘ a procedure. Such a procedure w:.ll avo:.d ‘a7 undue number
i no i n I HILITCORCTATL, B0

f‘ ’:.ncreases ‘whiTe a‘II‘ow:Lng “the Comm:.ss:.on moTe o e to cons:wer
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vien .« RS, hereinbefore stated, we have determined not to increase
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overall gas. ratesAin this proceeding, thererore, we’ will not make

y y YR e
P At i e e i ot w e Yo b v-..-.\,» ..,L uk\‘ ..\... 7 .u‘ T

any changes in SoCal's rate do:'.-wsi.sz'x.,~ However, it _is appropriate

PR [P R -

Jow .(--.‘--' an-.-.al““w e-’cu-a-

to_note_and comment on the considerable amount of cxhibits “and’

o
AR i e oV wadeh ..‘ -.»...,a‘,« [WEY X, w Aty \)»-u

testimony put into the record on the question o’ gas_rate design‘

y
v.\..-., .‘.,».‘..u. _a,uw-.u o e

by tne COmmission starr and other parties.
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A .staflf engineer presented six alternate_designs but did

sy ;4».-‘ p“lu..,......\,.).:..-. . AP ~ A o~ .n.w-.:'u --u’

not advocate -one over«another. Four ot the alternates were designed
- A.J..c.‘-., ;-\..wv

to Iincrease reyenues,_ the .Other two restructured rates with no

_‘,....s.a,u.a..-. -"_.‘.,.

N J"vhw i
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revenue increase. As stated,\we have_ decided not to. restructure

Tald Ay-n...,la.‘.:

SoCal's rates.. .

“or ey ~ A’v‘ “ -ny' T Y . ..,., - - W by -
"-'-"’vv. A4 n-o..-..:-t O‘lﬂ. any LA o ,;.\,C,,,(:' N sdolotwhe] (_) e r'f"* e dal

s Also, at the request of Commisssioner Symons, SoCal was

- ',--
Akt ~a_n' HVRALLISTO RS IR SRV Tl

o e o

P R - J~w-¢ . LBadbe .-.._u ~‘J 'u«-lgh\l.‘- «\.m-w,
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m-».\.-\l‘- RIS 1o By -va-.

directed to furnish information on, "cost-of—service" ror individual

a1 u-u s RS VLIRS OURCIIN T i & mv'f.«

classes of its gas customers‘(thibit 1&).,,This data was based on -

Ao
.w.-n...»-.‘ e a h [ et ..«...u..h,‘cu.o“ ST

a test year 1976 base supply and load equation cost allocation ‘
study adjusted to reflect average year conditions for the estimated
12 months beginning June, 1977. CMA and Long Beach used this data
to argue for a drastic restructuring of rates. :

We note that the method used by SoCal is only one of
several methods by which 'such studies have been.prepared in the past
and there is no single method which has been accepted above othe_s.~
This Commission has not, in the past, given special consideration.
£0 "cost-of-service” in establishing gas rates and we—will not now:’
establish a basis or an accepted method for doing so0. As. we ‘have
often stated, we are raced with the critical need to conserve gas .
as a. diminishins resource and, to’ the extent that rate design can:
encourage such conservation, we' are cowmitted to restructuring rates
toward that goal. . : . R -

‘ Tehachapl asks that its rates be: lowered to tne level of
the third tier of the residential rates and complained of'beins
billed as a Priority 3, 4 and 5 customer when it is actually a’
Priority 2 customer. That complaint is now berore us in Case No.
10472, Tehachapi-Cummings Water District v. Southern California\

o - -«-.—u.-‘- :
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Gas Co. and we'w111 not prejudge that matter here. Nor : _
as stated above, change individual rates in this proceeding-«4~4~~44
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A Also; at the request 'of” Conmi S£10ner" symons “the 5taff
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prepared and submitted _considerable” data’on rates and’ biIl' popnt T
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gas paid vy various classes of’ customers” in other states: “While e
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such data is of” interest, any party‘who desires that this Commission
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rely on out-o£~state rates”as’ a- basis for setting gas rates p 2o R

»u,.,---. .-f«‘,-.-t;-\ xnn.,w '- \..\-,_ e .»\-o. ”Ca

Califgrnia must be prepared” to submit a much mére” detaiIed[analysis
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 Findings ' o |
1. By Iet:ter dated August 31, 1977 Transwestem subm:’.tted
its regular PGA £iling with the FPC, to become effective

October 1, 1977, with a commodity rate of 115.8l¢ per Dth. On _
September 9, 1977 Transwestern refiled‘reduéing.its éommodity rate
to 109.49¢ per Dth to become effective October 1, 1977. '

2. By letter dated August 31, 1977 El Paso submitted its
regular PGA filing with the FPC with a proposed commodity rate
of 121.06¢ per Dth to become effective October 1, 1977. .

3. By letter dated August 15, 1977 Pac Interstate submitted
its regular PGA filing with the FPC with a proposed commodity
rate of 167.73¢ per Dth to become effective October 1, 1977.

- 4. The change in the cost of SoCal's out—of—state gas
supplier will result in a related change in the cost of Californ:.a
produced. gas. o

5.  The gross revenue required to offset cost of the ga‘s
increase is $18,515,000 equal to the decreased gas costs of
$18,889,000 plus the undercollection of $37,404 »300.

6. The Purchased Gas Adjustment Balance Account as of
June 30, 1977 should be $37,404,297 consisting of PGA under-
collections of $39,937,084, including interes;t less ox:her deferredr,
credits totaling $2,532,787. ‘ ‘

7. The staff proposal to offset or defer t:he rate :f.ncrease
requested by SoCal by use of supplier refunds in the amount of some
$75.6 million held by SoCal is reasonable and is hexreby adopted-‘

8. Such a use of supplier ref'c.mds is not proh:’.b:x.ted by
Publ:.c Utilities Code Sectiom 453.5. - -

9. This is an offset proceeding and SoCal did provide adequar:e
notice as required under Publn.c Utilities Code Section 454 (a).

' 10. Offset proceedings ‘are proper vehicles to consider rate .
design changes. : B T ' '

-
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11l. Exmstzug gas rates should be restructured to reflect
end-use priorities as proposed by SoCal. All other: rate o
restructuring should be considered in a general zate proceeding.

12. SoCal's proposal to offer its multiple prioxity
customers the option of repiping their plauts or enteriug into
contracts providing for the allocation of gas consumptmon to
end-use priorities based on their comnected load and curtailment
experxence durzugAthe billing per;od is reasomable and’ should be
authorized.

13. The matter of special rates for gas eugznes used by
public agencies should be ‘considered in a general rate proceedmug.
Conclusions : o

1. It is reasonable to offset this increase with accumulatedu'
refunds from SoCal's suppliers and to forego making a rate desrgn
determination in this proceedrng. , :

2. ' SoCal should be dzrected to file tarszs to implement a

procedure for semi-annual rate rev1sron to Trecover purchased gas
cost changes. '

IT Is ORDERED\that‘ -

1. Southern Californmia Gas Company is drrected to fmle Wlth
this Commission revised tariffs in conformity with General Order ’
No. 96-A to implement a procedure for semi-annual recovery of changes_
in the price of gas, with a balancrug account to allow for recovery
of changes effectxve priox to the authorization of revlsed rates.i




A. 57573 ‘Alt. -dz * Alt.

2. Southern Califormia Gas Companykis authorizedﬁtqlrecord
In its gas balancing account'refundsareceived from‘itsjsu?pliers'
of natural gas, including the approximately $75.6 million”which”
1s presently reco rded on LIts books as refunds received from its
suppliers, plus accrued Interest, and the. similax amount of $6.3
million of refund and interest recorded on the books of its
affiliate, Pacific Lighting Service Company. :
The effective date of tbis or de. shall be thirty days  ‘
after the date hereof. ' 2 S
 Dated at gun Fraached , California, this Zfﬁ S
day of APRIL - -, 197%. - S
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Southern Califormia Gas Co.:. Rate Increase "Application
Re: Price of Purchased Gas ‘

comss'zom-:x WILLIAM SYMONS, JR., Dissenting

I cannoc agree with today s decision. The CommisSion’
majo*zty refuses to correct the ex;stxng malzgnant rate design.
Today' suexpedzent order may well avoid needed rate changes‘untxl‘
after the fall elections, but that evoidance comes at too high
a orice: it robs Peter to pay Paul. |

1. The Commission confiscates watevavers' refunds.

Contrary to law, equity, and controlling taxri fs,‘the_Coﬁmission
withholds refunds from 1972-1976 Calz‘orn*a |
gas customers. Under the mago:ztv s dxvere;onarv scheme many of
these ratepayers, who ove*pazd during 1972-1976, will never.
receive their money back. Imstead, their money will |

buy supplies f£or l978'custohcrs wneil the refundﬁaccount is’
exhausted. Because of a se*ies of‘Commission otdefs'on‘pricing,,_'
prioéicies. curtailments and mandatory development of alternate
fuel capabzlmt es, we can ldentley sco*es of overpav;ng customers
in the 1972-1976 perlod who»wzll lose thex e‘unds because they
are only standbv customers or not customers at. all Ln 1978 For~ :
'example, protestants Monolith Portland Cement and Gene*al Portland

Ine. stand to lose $138,000 between them.

Not only does the Commission ignore equity, the Commission’
ignores tariffs‘it has previously approved, and the enactments
of the Legislature as well. The Commission £irst set off om

this bold course in Decision 83261;oﬁ December 20, l977-when

it diverted refunds returned to PG&E by out-of-state pipeline

-]
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compaﬁies. Appronriatelv,'eue apgrzeved bartles have appealed
that deczszon to the Californmia Supreme Courc There- as'here,
the Commission arrogantly seeks to cireumvent Public Utxlxtxes
Code Section 453 5 where the Legxslatu*e exp*essly dmrected

the PUC to refund overpayments to the customers who overpazd in
the first place. (See Discussion of this law in D;sseﬂtxng
Ooznxon to Decision 88261, Applecatzon S7&Sl Decembe“ 20 1977 )
kac the PGSE case, specific So Cal Gas Co tarmffs on refunds
prevzously approved by the Commission, are v&olated by today s
Commission order. |

2. The Commission fails to correct the exlstmng mallgnant

rate deszgn. The record lndleates that the rate des;gn needs

ehangzng, the Commission does mot serve the public lnterest when
iz turas a blind’ eye to the major problems whzch have developed
in the last nine months.

Ihe mejority's respense is to try to sweep this isseeeu#der |
the rug.  All of the law judge's discussion of the~evideﬁee §ﬁ '
rate probleﬁs was stricken from the ﬁajotity"s deciéion;

Rather than have it disappear down a '"1984" memoxry hole, it is

set forth in Attaebmen" A" hereto. It has an important ‘story.

to tell.
Fxrse. gross injustice has apang up in the treatment oL
the sub-classes of customers, Thzs Commission is supposed to

prevent discrimination. Questions were asked : in this case,
and the answexrs show such a dxvergence in cthe xrate of return now*pald

by different classes of customers that the rates must: bc Judged

-2-
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diseriminatory. See the table in Attachment ﬁ ", page l.
Residential customers:in the Firm General Setvice'categoryp
pay no more than 27 rate ef'return,'while the distortion in.
current rates cxtracts an 89%% rate of return from Regular |
Interruptible (or Indcs trial) custome*s.

Not only are these business rates dmscrxmmnatory, they
are so steep they harm the business cl;mate of Callfo*nza.
As the comparxson of Caleornza rates w*th rates of 17 selected
states.ln late— Lled Exhxblt 14 showed. So Cal
rates now stand emong the highest‘in the nation in charges,to

business. At the same time, So Cal rates for residential usage

were almost the lowest. Anti-business rate design disadvantages

businesses located‘in Califormia; it also disadvantages‘thef
state in competing for new xndustry and new jobs. | |

The longer we fail to come to g-,ps wmth this probleg;cthe_
longer it will take to recover from the damege the cuxrent rate7
design causes. Time is not on'our‘side. Already we are hearxng
of additional problems these too-h_gh gas rates cause. The
surprise inversion of gas rates (Declszon 87587 on July thh |
of last yearz) has left Califormia with bus;ness rates t&at are so hlgh
that the utilities report danger from an unexpected quarter
Even though supplies are up, salcs are. falllng Lnexbectedly;.
the unrealiscic rates have crecated 2 gas g;ut Gas lS goxng
unpurchased. Gas is priced so high that large users who are able

to switch have gone over to coal or 0il whi ch are now cheaper fuels,‘

-3-
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The Commission failed to foresec this premature abandonmcnt ‘

of our State's'gas”systems.

This abandonment endangezs the financial stabili:y_of_the 
utility company because these are the very saIQS-whére‘prcseﬁt
rates have heaped all the profit markup. Thehiesidential'
customers, currently enjoying umnreasonable subsidies, a:éfin
the position of the party at the high end of a teeter-tdtte:.
They will come down with a heck of a bang, if the pafty at
the other end drops off. It is to the advantage of all
customers tO set reasonable rates that. keep as manyrcustdmers
on the system sharxng the burden of chc ove*head costs of
utility operatzons. Yet, present ha*mful rates go uncorrected
in today's decision.

3. Prudence advises the Comnission to modifyv uarecalistice

rates rather than convert refunds. Legal uncertainties

concerning (1) the decision that established exiStingiatés,
(2) conversion of refunds, and (3) recroaétive'ratemakingﬁadvise
us to be more cautious aﬁ this junctu:e; |
Three unsetcled issues are before the California Supreme»..
Court: - |
A. Will the July 12, 1977 gas rate 1rvers;on
decisions prove invalid? On March 30, 1978 the 
California Supreme Court filed its Wr;t of
Review and sigmalled its intentions_tofexamigé'
Decisions Nos. S7585, 87586, $7587. Unlike the
record before us today, thoée rate design o
decisions are seriously deficient because of

inadequacy of notice and cvmdencc

wdy
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B. Is the conversion of refunds illegal? The
CPUC's December 20, 1977 Decision 88261 in
PGLE's case is under appeal as of last wgek;
What is the new rule on retroactive ratemaking? 
We are informed that che'Californid Supreme Court
is considexing whether to rehear its.receﬁtf

Edison deczs on, SF 23500.

With so many legal issues up in the a1~, we bhould be more

B ey 4""7‘/ .

cautious in this decision. We should. avomd the- exhaustmonw

of refunds to pay for 1978 gas. Ve have a much better‘record

for rate design hhan we had last summer, as well as- a pres ng

Pt R AL gt b s

need for correctlve racenredeSLgn actlon now.

San Francisco, Califormia
April 19, 1978
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Attachment "A"

"he Administrative Law Judge who conducted the evxdentzary
hearing in this matter discussed xate design ‘issues raised at
the hearing. _

Today's Commission magorit deleted this information. The

strlcken language discussing (1) Cost of Service and (2) Comparison
£ Rates is set forth in full: , IO . :

'Cos--o&-Servmce

In response to gquestions by Commzsszone“ SymOﬁs .he

presiding officer requested SoCal to furnish costeof-service daza

as late-filed Exhibic 14, This data was based on a test year 1976
base supply and load equation cost. al Locac-01 scudy ad*u@ ted to

flect supply and delivery quanti ties for,ave*age vear cond_tﬁons

for the estimated 12 months beg icniag June '°77 Daga was avaxlablg
o p*ovxd# cost and Tevenue results for the firk gcne*al ga¢ se*v*ce '”
¢lass including reszcew;mml comme*cxg;- and small Lndub:rxal,'
customers served under firm 2o tes, the gas englﬂc class, yhe regular
interruptible class, the Lallltv elegtric genera*zoﬁ class and the
wholesale customers, but was not available =o p*ovlde resu’ts ‘o*f
- the residential, Priorities 1 through 5, and wﬁohesale customer
groups presently reflected in SeCal's  tariffs.

The exbibit indxcated'the foll owmng cost-of-servxce
and earned return at p*csencly authorized rates:

Customer Group . o | ‘C/Mcfll | 1'Ré§urﬁm3
Fizrm General Service | ‘221.8: B 2. on.
Gas Engine | 142.5 57.8
Regular.Intétruptible - 126;35 . ,‘  39@0£*
.Utility'Eiec:ric Generation 1617 . 19;95

City of Long Beach 1606 18.0°

San Diego Gas & Electric Co. 146.0 9.4
over-all  193.4% 6.7

1/ Includes 8.8 peréen: rate of
Teturn authorized by D.86595.

-1
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This data was utilized as a basis for arguing for the

estructuring and drastic modification of ex;sting rates by
Long Beach and CMA. Long Beach would have, thls Comm;sSLOn modx;y
the resale rates to insure that the rates for'Long Beach and
San Diego Gas & Electric Company (SDG&E) do mnot recover any
amourt in excess of the last asuthorized rate of return of
8.8 percent and CMA would have this Commxsszon return the rate
spread to its pre-July 1977 format. o :

It is noted in the record that the h;ghest unlt
cost-to~sexrve 1s for the £irm general gas service cu,comer which
includes residential cormercial, and small industrial
customers served under £irm rates and that thc» highest priority
class, which is the Priority 1l residential, con:rxbutes less per
unit to the system as contrasted with the 1owpst prmority class
which contributes the highest per wnit revenue tO-the system.
Such data forms the basis for CMA's argument’thaz there is a very
substantial indication that sales to resxdentxal customers. axe

not providing any return co the compaﬂy or a*e pe*haps c*eatzng
a direct out-of-pocket loss to the company. In thxs rnspec'; it
should be noted thul 2s the supply of gas dgcrcaﬁca the
inzc—*up idle customer wich the high masgin of pro t wxll be
curcailed to scrve the firm customer with che Low ﬁ&*?ln o‘ pro‘xt
£E

and theredy magnify chc effect of dcclznkng supp‘zus on rcvenue

requirement,

The cosz-of-service daza discussed above was: based on
1976 test year data updated fo the present time.  ”he rc.Hod
utilized in.the preparation of the cos s"udv was the base
supply and load cquarion method used by SoCu“ bo'n :or rate and
in-housc puzrpeses. waile this Cormission has neveyr 9dopteuh¢ny
one method of preparing pa2s cost alloca:;ow studies. dc'bci%ﬁ
superior To all others, it is noted . the ts of studies
preparad by this method, as wcil,as v oth

accepted inte evidence in past rare proccedl ngs.
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Comparison of Rates
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Georgia, Louisiana, North Carolxna, Oklahoma, Iexas, and Utah
and the industrial states ‘of Illinois, Indiana, Mlch;gaﬂ,
New Jersey, New York, Oﬁlo, and Pemnsylvania. : :
From these tabulations the staff concluded tha

(l) There appears t£o be a positive corrxclation betwecn dzstance

Tom the source of supply and higher rates, and (2) categorxza- _
tion based on cents per therm and/or total bill size conszderations
would probably better reflect the options avaxlable to private
industry customers than the neighboring, sunbelt, and xndustrmal
state categories utilized in the tabulatzons..

C¥A stated its belief that the states selected in the

tabulations offer a fair cross section of rate Jurisdictions in
the country and notes that rates for natural gas appear to vary
& great deal across the country depending in large part upon
proximity to producing fields and the availability of regulated
interstate gas. CMA further motes that SoCal's commercial and
industrial rates are among the hxghest whereas its res*dentxal
Tates are among the lowest. Those states that have highex
industrial rates than California a*c either served rqlatively
higher-priced Canadian gas or are at the tall end of‘very long

)




A. 57573 - D. 88751

interstate pipeline thousands of miles from the producing areas.
CMA's aralysis of the tabulatioms indicated that in all -states
compared, except California and Louisiana, the residential rates
are higher than all categories of nonresidential rates as
contrasted to SoCal's residemtial rates that range from 13 to

20 percent lower than correSpondLng commercial and xndustrzal
rates. CMA argues that this relationship between residential and
nonresidential rates illustrates the dzsparxty between the natural
gas rate structure used in California and other states and points
out the economic burden being placed on SoCal’s nonresxdential
customers, particularly its customers who must compete with
companies whose namifacturing ‘ac;*mties are 1ocated in. other

states. CMa urges the Commission to begin to roduce chuq

disparity and put Califoraia commerce and Lnduct—v on an eqﬁal
footing with its competitors.

| rate free of the
effects of lifeline by rezllocating PGA, gas e\plc'atxon hnd
develoomen' adgus_ﬂent (G=Da),

Tae stafi developed a theoreticel rate fr

and general rate: xncrcaseq subse- -
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