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~ec1s1on No .. S91.06~ -JUL 2S1Si8 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFO~~ -, 

Investigation on the Commission's ) , 
own motion regarding whethe:: _- ) .' 
utilities, when ordered by the.. ) 
C~ission to make refundS, should ) 
pay such refunds to all customers ) 
or domestic customers only, and ) 
on what basiS refunds should be ) 
divided between customers.. ) 

---------------------------) 

Case ~o. 10255 
(Filed February 8, 1977; 
amended March 15, 1977) 

(Appearances ~re listed in Appendix A attached hereto.) 

OPINION ----------
Introduction 

On February 8, 1977 the Commission instituted this order of 
investigation to consider the question of how most equitably the 

~efunGs in several cases pending before the Cocmission might be made. 
The Commission is specifically concerned with the question of whether 
such refunds should be apportioned among all customers or only among 
domestic customers. In the order instituting investigation the 
Commission stated its concern that increases in rates may be passed 
on by higher prices, but that refunds may not be reflected in prices 
being lower than otherwise. 

The Commission stated it was also interested in the relative 
administrative costs and difficulties of various methods of making 

refunds, as well ~s procedures for depositing amounts unclaimed. 
Pacific Gas and Electric Company (PG&Z), San Diego Gas & 

Electric Coopany (SDG&E), Southern califo~ia Edison Company (SoCal 
Edison), Southern California Gas Company (SoCal Gas), The Pacific 
Telephone and Telegraph Company (PT&!), General Telephone Company of 
Californ:la (General Tel), Conti.."'1ental Tele-phone Company of California 
(Continental Tel), Sierra .Pacific Power Company (Sierra Pacific), 

li~lifornia-paCific Utilities (Cal-Pac), and Pacific Power and Light 
~ompany (Pacific P&L) were named as respondents. 
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By Decision No. 87091 ~ssucci Y~rch 15, 1977 the Co~ission 
stat~d tha~ a question ~~s arise~ whether refunds attributable to ?ast 
p~rchases of naturel gas pursuant to the ?roceedings in Pederal ?~Ner 
COmmiSSion!! (FPC) Docket No. RP73-104 should be ~~!u~ded directly ~o ~ 
~espondent utilities' customers or reflected ~s 3 credit to the 
bal.lncing accounts est.ablish~d pursuant to Pu!:>lic Utilities Code 
Section 792.5 and amended the order of investigAtion to incluec the 
eonside:ation of the disposition of r~funGs accruing to ~ny of :he 
respondents herein by virt~e of proceedings before :he FPC and to 
name Southwest Gas Corporation (SW Cas) as 3 responden~. 

On YkLY 6, 1977 California ManufOlcturers Assoe::.aeion (Cl".A), 

California Retailers Associ:tion (CRA), Kerr-McGee Chenical Corporation 
(Kerr-McGee), Amstar Corporation (Amstar), and General Xotors 
Corporation C~), hereinafter together referred to as petiti~~rs, 
filed a petition requesting the CommiSSion to issue an order to e respondents PC&E, SoCal Gas, SDG&E, anc ~l-Pac, all of "Nhich ~r~ 
natural gas utilities ~ffected by ~he El Paso Natural Gas Company 
(El Paso) refundS ordered by the deeisio~ of the FPC of February 16, 
197i, directing them to suboi~ and implcocnt without further delay 
app=opriate plans for refunding the a~o~~:$ received from El ?~so, 
plus ~ccrued interest, to all cl~sses of c~sto~ers, including non
doocstic customers, in pro?or:io~ to th~ 3~ounts which ~ach cuStomer 
c~ass paid :0 offset the gas supply cost increa$cs refunded to such 
respondents by order of the FPC_ 

Responses were filed on or before ;~~C 1, 1977 by PG&E, 
SoC~l ~s, C31ifornia Faro Bure~u Federation (:~~ Bureau), the 
Secretary of Defense on behalf of all Executive Agencies of the 
United States (Executive Agencies of U.S.), the Departoent of Consumer 
Aff~irs (Consumer Affairs), and the Commission stAff (Staff). The 
petition was taken under submission on June 13, 1977, ~he date o£ the 
filing by ?~titio~ers of their reply t¢ the rcs?onses, and was denied 
by Administrative ~w Judge Cline from the bench at the hearing on 

4It August li, 1977. Judg~ Cline stated that the legal issues ~aised by 
rhc petition would be resolved by the Coomission in :his decision. 

!I Now the Feeeral Energy Regula~ory Co~i$sion. 
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Utility rate refunds originate when a re~latory ratemaking 
agency such as the Commission or the FPC authorizes a utility to 
collect all or part of an increase in rates subject to a possible 
later refund after the agency has oade a final determinatio~ of what 
the just and reasonable rates should be~ Refunds may also accrue 
where a rate increase which has been put into effect is annulled upon 
judiCial review .. 

!he FPC regulates the prices for natural gas s~ld in inter
state commerce by the natural gas producers and the rates charged by 
the interstate natural gas pipeline companies which transport gas 
sold to the california gas distributing utilities.. Under the FPC 
procedures the gas produce~s and pipeline companies are permitted 
to collect requested rate increases, subject to refund when the FPC 
determines the final just and reasonable rates.. Refunds, including 
interest, result when the FP: final rate determination is less than 

4lihe level of rates originally requested.. Under tariffs filed with 
,he Commission the California gas distribution utilities :0 which such 
refundS have been made in turn may be required to distribute the 
refunds to their customers.. The tariffs of such utilities either 
provide that any such refunds shall be s~red by customers as refunds 
based upon the rates they have paid or provide that the refunds may 
be credited to the balancing accounts of the utilities. 

The evidence introduced by respondents disclosed the 
follOWing FPC refunds on hand or anticipated: 

On March 25, 1977, SoCal Gas received $44,389,826.80 from 
E1 Paso which is presently being held and accUQlulat~.:' .. g interest at 
seven percent. In addition, SoCal Gas receivee $15,103,861.41 on 
May 11, 1977 and $12,141,716.66 on July 13, 1977. 

PG&E has accumulated $48,700,000 in FPC supplier refundS, 
and in addition there is a cred~t balance in the refund account of 
$1,200,000 due customers, making a total of $49,900,000, exclusive 
of interest. 
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The Staff in its brief has pointed out th..le for sev~ral 
years the Commission has been involved with the question of the proper 
regulatory treatment of accelerated tax depreciation and investment 
tax credit for the two major telephone utilities operating in 
California, PT&T and General Tel, in several rete proceedings. P!&T 
and General Tel have been collecting rate increases subject to later 
refund depending upon how the t4X :at:emaking questions are finally 
resolved. On September 13, 1977, the Commission issued Decision No .. 
87838 determining the proper regulatory treatment and ordering refunds 
of $205,586,000, including seven percent interest, by PT&T, and 
$65,440,000, including seven percent interest, by General Tel.. PI&T 
and General Tel were also ordered to file ref~~d plans for all current 
subscribers utilizing a proportional reduction in the recurring basic 
exch3nge primary service rates. (See Decision No. 87838, mimeo.p. 40.) 
The icrplero.entation of these refunds is st.3yed pending judicial review 

4lif Decision No. 87838. (See Decision No. 88103, dated November 8, 1977.) 
During 1972 and 1973 the Comoission authorized the electric 

utilities subject to its j urisd:f.etion to incre.lsc electric rates by 11 

fuel cost adjustment tariff provision to provide for increases and 
decreases in the cost of fossil f~el. !his authority was granted 
because the electric utilitic~ fuel costs, particula~ly for oil, were 
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changing rapidly. Because ~he ~~jor electric utilities had be~n 
able ~o acquire by this proced~r~ significant revenues over their 
actual fuel expens~~, the Co==ission instit~ted Case No. 9886 on 
Y~,rch 13, 1975, to investigate this situation. Upon the concluzion 
0: this investieation the Co~=isGion in D~ciGion No. 875;1, issued 
April 27, 1976, revised the fuel cost o~fset ?rocecure for th~ 
future and orcered the a~ortizatior. of tne excezz a~¢untz collected 
over the actual fuel costs. SoC~l Eci=on ~ppe~lec this decision 
"0 .. "e "''''~''''c""",';a S""' .... e ... p ,..0·· .... .. \jill 4111'." "'of,;.... ...... ... ....... \.III .""'. ..... \.; ........ Y • Cral argu=.ent was ne1d before 
• '~ ~ ..' ..... .... 1""-7 "".: .. e .... our ... l.n :eoru~ry o. ';/ I • C ... ·" ........ ch 2" .. 0 78 .. he f""" •• _ .... .: .. p';' •• i.cs.. 6 .,I 'I .L.;, ,v. - ..."...., "'*' .. v ~ ... .1. ....... 

87531 ( Docl:"t 
I:: ';' 2"500) ",,; ..... .,1 • 

+'" ' • ... or renear::":J.g. 
Cr: Feb:-u.ary 7, .:.978, SoCal Edison ~iled. .:l ~tition 

The Supre::e Court denied rehea.ring on l"~y 25, 197C:: • 

SDv~E was authorizea oy J~cision ~o. 87639 i~zued July 19, 1977 
.;... • ..... .; c..,·.( .., .... ..... x./':,J._ <;1 " ... 0 ••• ~o .. 
oal~nci;.e 3ccount. 

55627 to credit it~ ov~rcol1ec~ion~ to 
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SoCal Edison and the electric departments of PG&E and SDG&E 
share in the gas supplier refunds referred to above to the extent 
natural gas is used in their generation of electricity, and the gas 
department of SDG&E shares in such refunds to the extent that it 
purchases gas from SoCa1 Gas. 

The record also discloses that lesser gas and electric 
refunds have accrued or are anticipated to accrue to Cal-Pac, Sierra 
Pacific, and SW Gas. 

Twenty-two days of hearing were held before Administrative 
Law Judge Cline between July 20 and October 12, 1977, at various 
locations throughout California, including Los Angeles, Marysville, 
Sacramento, Fresno, San Diego, San BernardL~o, San Francisco, Visalia, 
and Bakersfieid. Opening briefs were filed on or before December 12, 
1977. The matter waS taken under submission upon the filing of 
clOSing briefs on December 29, 1977. 

4It During the hearings testimony waS offered by the utility 
respondents, the Staff, and interested parties including Consumer Affairs, 
Farm Bureau, Executive Agencies of ~.S., the City of Los Angeles, 
County of Lassen, University of California, Monolith Portland Cement 
Company, Toward Utility Rate Normalization ('I'UR..~), CRA., and California 
Public Interest Research Group (CPIRG). 

On September 19, 1977, Senate Bill 604, now Section 453.5 of 
the Public Utilities Code, was enacted. This section p=ovides that 
whenever the Commission orders rate refunds to be distributed, the 
Commission shall require public utilities to pay refundS to all current 
utility ct!stomers,. and, when practicable to prior c' ~""omers, on an 
equitable basis. The effect of this legislation or. this proceeding 
was considered at the hearing on October 12, 1977 and in the briefs. 

O?ening briefs only were filed by PG&E, SoCal Gas, eRA, the 
City of San Diego, and TURN. Opening and clOSing briefs were filed by 

the Staff, SoCal EdiSon, ~~, the Cit; of Los Angeles, Executive 
Agencies of U.S., and Consumer Affairs. ClOSing briefs only were filed 
~y California Portland Cement Company, the Metropolitan Water District 

of Southern California, and the UniverSity of California • 
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An opening brief of CPIRG which was received for filing by 
the Docket Office on January 6, 1978, but was not filed until 
January 16, 1978, at which time an affidavit of mailing executed 
January 13, 1978, and shOWing service by mail only upon ten of the 
respondent utility companies on December 21, 1977, was received by 
the Commission. ~\S Ruling No. 5 of the ?=esiding Officer issued, 
November 8, 1977 specified that briefs should be served upon all 
appearances in Appendix A attached thereto whose names were underlined,. 
and since service by mail was not made upon any of such parties until 
December 21, 1977, nine days after December 12, 1977 the date set for 
filing of opening briefs, and then only upon ten of the 62 parties 
listed in said Ruling No.5, the brief of CPIRG will be ord~red removed 
from the formal file and placed in the correspondence file pertaining 
to this proceeding. 
Summary of Position of the Parties 

During the course of the hearing a Staff witness recommended 
ttthat (1) commercial, industrial, and agricultural customers should 

receive a 50 percent refund of overcharges, (2) governmental entities 
should receive no refunds, (3) resale customers should receive, a full 
refund of overcharges provided they pursue refund policies comparable 
to those recommended by the Staff, and (4) residential customers should 
receive full refunds of overcharges generated by the residential class 
plus (a) 50 percent of the refunds generated by overcharges to 
commercial, industrial, and agricultural customers, end (b) all refunds 
generated by overcharges to governmental entities_ 

Consumer Affairs proposed that all refun~ ~onies generated by 
overcharges to nonresidential customers should be paid into an Energy 
Conservation Trust Fund to be administered by the Public Utilities 
Commission with technical assist~nce fr~ the State Energy Commission. 
These agencies would jointly draft guidelines to evaluate the te~hnical 
merit of each grant request and would monitor and evaluate each project. 
Businesses would apply for grants fr~m the trust fund to finance capital 

tlfnvestments in energy conservation technology and would be required to 
put up matching funds of their own. 
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TURN proposed that all of the FPC ordered refunds for natural 
gas, sales be pla~ed in an Energy Conservation Trust Fund to be 
administered by 3 California Conservation Authority whose board of 
directors would include represeneatives of the Public Utilities, 
Commission, the State Energy Commission, local governmental entities 
(municipalities, counties, water districts, and so fo~th), and civic, 
professional, and public interest organizations. The Ener~J 
Conservation Truse Fund would be used to make grants and loans to firm 
gas customers for the purposes of promoting energy conservation within 
California. CPIRG also strongly supported the establishment of an 
Energy Conservati~ Trust Fund. 

The other nonut~lity parties to the proceeding generally 
advocated that refunds be distributed to each customer without rega~d 
to customer class in the amount of the overeharge ~ctually paid by that 
customer. 

In its brief PG&E states that it is willing to distribute the 
4Itefunds applicable to service prior to 1977 ($45,400,000, including 

interest to August 1977) to its ccstomers by means of a refund plan 
according to the provisions of Section 453.5 and the tariffs then in 
effect. PG&E poin~s out that its presently filed tariffs are not ~ 
barrier to such a distribution because they were not in effect at the 
time the rate increases for which such refunds are attributable went 
into effect. Refunds received from sU??liers for service beginning 
January 1,1977 ($5,800,000, including 'interest to August 1977) would 
be distributed to ccstomers by means of the balancing accountpur.suant 
to presently existing tariffs. 

SoCal Edison asserts that the balanCing account treatment of 
rate refunds is appropriate under Senate Bill 604 for electric 
utilities and that the implementation of Staff's refund proposal as set 
forth in Exhibit No. 2 or any of the proposals of Consumer Affai~s, 
TURN, or CPIRG would be unlawful. 

-8-
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SoCal Gas contends that due to the enactment of Senate Bill 
604 only one real issue remains; namely, whether balancing accounts 
may be used to dispose of ~efunds, and chat chis issue should be 
resolved in the affirmative. 
Issues 

1~ May this Commission require utilities to pay amounts which· 
they have received as refunds from gas suppliers into an Ener~J 
Conservation Trust Fund to be administered by this Commission and 
others for the purpose of providing funds to finance capital investment 
in energy conservation technology and otherwise to be used to promote 
conservation in California? 

2. May this Commission require entities to make refunds 
disproportionately in favor of residential customers? 

3. May this Commission authorize utilities to credit amounts, 
which otherwise would be required to be refunded to its customers 

.. ursuant to Section 453.5 of the Public Utilities Code, to balancing 
~ccounts for the benefit of present and future customers instead of 

for the benefit of prior customers on the basis of past usage of the 
utilities' services, or in the ease of small customers on the basis of 
current usage of the u~ilities' services? 
Discussion 

l. May ehis Commission reguire utilities to pay amounts which 
thev have received as refunds from gas supplie=s into an Energy 
Conservation Trust Fund to be administered bv this C~~ission and 
others for the purpose of providing funds to finance capital investment 
in energy conservation technology and othe~~ise to hr, used to promote 
conservation in California! 
and, 

2. May this Commission reguire utilities to make refunds 
disproportionately in favor of residential customers? 

-9-
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Issues 1 and 2 will be considered together in view of the 
enactment of Senate Bill No. 604 on September 19~ 1977, which provid~s: 

"SECTION 1. Section 453.5 is added to the Public 
Utilities Code, to read: 

"453.5. T..lhene"ler the eoa:cission o=ders r.lte refunds 
to be dist=ibuted, the commission shall require 
public utilities to pay ref~ds to all current 
utility customers, and, when practicable, to prior 
C1lstolllers, on an equitable pro rata b.:lsis without 
regard as to whether or not the eustomer is classi
fiable as a residential or cocmercial tenant, 
landlord, homeowner, business) ind~strial, 
educational, governmental, r.onprofit, agrieultural, 
or any other type of entity. 

"Por the pu:z;-poses of this section, 'equitable pro 
rata basis' shall mean in proportion to the amount 
originally paid for the utility service involved, 
or in proportion to the amount of such atility 
service actually received. 

"Nothing in the section shall prevent the commission 
from authorizing refunds to residential and other 
small customers to be based on current usage. 

"SEC. 2. Section 1 of ::his act is hereby declared 
to be the positive expression of a continuing 
legislative intent with respect :0 the st~tutory 
construction of Section 453 of the Public Utilittes 
Code, and the s'-"Pplementation of Section 453 made 
by this act is, accordingly, a clarificatio~ of the 
law and not a change thereof. 

"SEC. 3. This act is an urgency statute :leCeS$3ry 
for the immediate preservation of the publ~c peace, 
health, 0= safety within the me~ning of A~ticle IV 
of the Constitution and sh~ll go in:o immediate 
effect. The facts constituting such r.ece~~ity are: 

"!n order that refunds contetcplated by the Public 
Utilities Commission ~ distributee equitably and 
without del~y to all utility customers entitlee 
to ref~~ds, and in order that these refunds be 
distributed without distinction, discrimirAtion, 
or prejudice based on arbitrary claSSifications 
such as residential or comm~rcial tenancy, landlord, 
homeowner, bUSiness, indust~ial, educational, 
governmental, nonprofit, a~.-ricultural, or any other 
types of classifications, ~t is necessary t~~t this 
act go into immediate effect." (Chapter 897.) 

-10-



Refunds hi$~orical1y have be~ allocated to customer cl~sses 
on an equitable pro rata basis and :he~ eistribu~ec to the custoo~rs 
~ithin the classes on various b~s~s for administr~tiv~ eonvenience and 
cost eonsiderati~s. Large customers have r~ccived r~funds based on 
usage for the past refund period. SmQ11 customers have received 
refunds b~sed on the number of customers of current record or on 
current uS3ge. S?eci~l ref~ds r~ve been made on request to 5mall 
c~stomer$ who are not current eustomers but w~o were customers during 
the period covered by the refund. !he tariffs have made no distinction 
in the manner of refunes as be~Neen the custo~ers in different classes. 
SenAte Bill ~o. 604 has recognized this distinction. !he bill provides 
that refuncs be made on an "equitable p:oo r3,ta basis", i.e .. ,. "in 
?roportio~ to the acount origi~lly paid for th~ utility service 
involved, or in proportion to the aT-ount of such u~ility service 
actun.lly received. " !n its fi~.:ll ao(»:').eed fore, the bill furtber e a;,:thorized "refunds to reside!"!tial .:ino other sr:"..lll customers to be 
bascO. on curr~nt us.:ge." 

r\othing in the st.:l~ut~s specifically ,'luthorizes this 
Co~~is~ion to re~uire u~ilities to pay amounts which they have received 
as refunds f=oo gas s~~plie~s into ~n Snergy Conserv~tion Trust Fund 
to be administered by this C~~ssion and others as urged by Consumer 
Affairs, TURN, and C?IRG. It is contended by Consumer Affairs, Tu1L~, 

and CPIRG that this C~ission pursuant to Sections 451, 701, 702, 
728, 729, and 761 ot the Public Utilities Code and under its zcner~l 
equity powers has authority to re~uirc the est~blishment of such ~n 
Energy Conservation Fund. !he Commission is of the opinion that 
a~ Energy Conservation Trust Fund should not be es~ablisbed without 
specific guidel~~es and direction fro~ the State Legislat~e, 
es~cially L~ view of ~he en3ctmen~ of Senate Bill No. 604 which in 

our vi~w ?rohibi~s s~ch disposition of refunds. 
The enact~~c of S~~te Bill ~o. 604 ~lso ~kes ele3r that 

this COtCission has no ~u:hority to require utilities to Cltl!(e refunds 
tt eispro,ortionately in f~vor of resid~ntial customers. 
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3. May this Commission authorize utilities to credit amounts, 
which otherwise would be regu&red to be refunded to its customers 
pursuant to Section 453.5 of the Publ;c Utilities Code, to balancing 
accounts for the benefit of present and future customers, instead of 
for the benefit of prior custorne!S on the basis of past usage of the 
ut11it;es' services. or in the case ~f small customers on the basis of 
current usage of the utilities' services? 

Section 792.5 of the Public Utilities Code, which w~s added 
in 1976, specifically provides for the use of a balancing account as 
follows: 

"792.5. Whenever the commission authorizes any change 
in rates reflecting and passing through to customers' 
specific changes in costs, except rates set for common 
carriers, the commission shall require as a condition 
of such order that the public utility establish and 
maintain a reserve account reflecting the balance, 
whether positive or negative, between the related 
costs and revenues, and the commission shall take 
into account by appropriate adjustment or other act ton 
any positive or negative bal~nce remaining in any such 
reserve account at the time of any subsequent rate 
adjustment .. II 

Thus, it is clear that prior to the enactment of Section 
453.5 of the Public Utilities Code quoted above the Commission was 
authorized to make usc of balancing ~ceounts where it authorized any 
change in rates reflecting and passing through to customers specific 
changes in costs. 

CMA, CRP., the City of los Angeles, the City of San Diego, 
the Executive Agencies of U.S., California Portland Cement Company, 
the Metropolitan Water District of Southern. C31iforni3., and the 
University of California all contend that the enactment of Section 
453.5 precludes this Commission from ordering that amounts wr~ch 
otherwise would be ref~~ded directly to the customers of the utilities 
be credited to a balanCing account to ~ecuce current or future rate 
increases. 

-12--
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They point out that the custocers who will get the benefit 
of the amounts credited to a balancing account as a result of refunds 
to utilities are not the same customers as those who initially paid 
the rates which are related to the amounts later refunded to the 
utilities. In many instances tariffs providing for refunds to 
customers, such as the follOWing, were in effect at the time certain 
FPC refunds were made to the utilities. 

1. Tariff provision of SDG&E: 
"Refunds received from South~rn California 
Gas Company as related to FPC Dockets RP 
72~125, R? 72~12e, RP 72-150, RP 72-155, 
RP 73-104, P2 74-52, and RP 74-57 will be 
made to various customer classes in pro
portion to the contingent offset charges 
applicable during the periods to which the 
refunds apply." SDG&E PreliClinary Statement 
Sec. 7., Revisee Cal. PUC Sheet No. 2307-G, 
filec Dec. 10, 1976, effective Jan. 7, 1977. 
See also earlier Revised Cal. PUC Sheet 
No. l485-C. 

2. Tariff ?rovision of SoCal Gas: 
"Refunds received from E1 Paso Natural Gas 
Company and Pacific Lighting Service Company 
as related to the FPC dockets listed in 
subs~ction 'c' will be made to various 
customer classes in proportion to the 
contingent offset charges collected du~ing 
the periods :0 which the refunds apply." 
SoCal Gas Preliminary Statement, Sec. E 4d., 
Revised Cal. PUC Sheet No. 142S0-G, filed 
Nov. 4, 1975, effective Nov. 5, 1975. See 
also earlier Revised Cal. PUC Sheet No. 
13773-G. 

3. Tariff provision of PG&E: 
I, (b) Refund of Contingent Offset Increases. 
The Company will refund to its customers 
any refund received from El Paso Natural 
Gas Co. or Pacific Gas Trans~ission Co., 
pursuant to an order of ~h~ Federal Power 
Commission in Dockets listed in (a.) 2.bove." 
PG&E Preliminary State:rent, Sec .. 7(b), 
Revised Cal. PUC She~t No .. 99lS-G, filed 
Aug. 24, 1976, effective Aug. 27, 1976. 
See also 1973 Revised Cal. PUC Sheee No. 90l6-G. 

-13-
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I~ should be noted, however, that PG&E's presently filed 
tariffs provide that if PG&E receives refunds froe its gas suppliers, 
such refunds are to be recorded as a credit to the balancing accounts. 
(PG&E Preliminary Statement, Section 7 (c), Revised cal. PUC Sheet No. 
101-G, filed December 31, 1976, effective January 1, 1977.) 

In Exhibit No. 50, p. 4, it is indicated that there are ~ight 
Southern California cement plants now burning coal, fuel oil, or 
petroleum coke .lS their primary fuel instead of natural gas as used 
during the offset period when certain of the overcharges were paid 
which produced the refunds to the respondent utilities now at issue. 

Exhibit No. 50 shows that the total amount which California 
Portland Cement Company would receive if refunds are made pursuant to 
Section 453.5 of the Public Utilities Code would be in the neighborhood 
of $265,218.67. Because the increaSing lack of availability and the 
rising costs associated with natural gas have forced the company to 

4It.urt~il its use of natural gas and to use other forms of fuel, the 
~rediting of the refund amocnts to a balancing account and the 
resulting deferral or reduction in increases in rates to present and 
future customers would be of little benefit to California Portland 
Cement Company. 

The increasing curtailment of gas service to low priority 
custOmers means that such customers will not receive a pro rata sha~e 
of any refunds which are credited to balancing accounts to produce a 
rate increase deferral. 

CMA has attached copies of the original, amended, and final 
versions of Senate Bill No. 604 (Section 453.5 of t:: ?ubli~ Utilities 
Code) as Appendix C to its brief. 

On August 10, 1977, the version of Senate Bill No. 604 
adopted by the Senate was am~nded in the Asse~ly to provide: 

"Nothing i-n this section s~ll ?r~V'cnt the 
commission from ••• adopting procedures to 
amortize refunds simila= to those used under 
the commission's procedures established for 
energy cost adjustment clauses .. " 

-14-



C. 10255 ek 

Tnc language pertaining to the use of procedures to amo~tize 
refunds through balancing accounts was deleted by further amendment in 
the Assembly on August 23, 1977. The full paragraph es it appe~rs in 
the final amendmene version of Senate Bill No. 604 is as £o11~~s: 

't~1othing in this section shalJ. prevent the commission 
from authorizing refunds to residential and other 
small e~~tomer~ to be ba~ed on e~rre~~ ~~e~e, or ~o 
~revent ~he eomei~~ion £ro~ edo~~~nz ~roeeett~e~ ~o 
a~o~~i~e ~ef~e~ e~iiar ~o ~hoee ~eee ~de~ ~he 
eo~ieeion~e ~roeed~~ee ee~abi£ehed £or ener~ eoet 
~d;~e~m~~~ eia~~ee. eustom~r.s to be based on 

" currer.t usage .. 

Various of the parties to this proceeding contend that the 
deletion of the balanCing account tre~tment of refunds from Senate Bill 
No. 604 as finally enacted makes such treatment unlawful. 

On the other hand, PG&E, SoCal Edison, ~nd SoCal Gas taKe 
~he position that the CommiSSion has the discretion eith~r to order 

4I(fundS pursuant to Sectio~ 453.5 of the Public Utilities Code or to 
vcde= the utilities to credit such refunds to balancing accounts and 
thereby defer or reduce future rate increases. 

Exhibits Nos. 58 and 59 were received in evidence as part of 
the legislative history of the enactment of Senate Bill No. 604. 

Exhibit No. 59 Which is a letter dated September 6, 1977 from 
Senator John Stull to Honorable Edmund G. Brown, Jr .. , (;overnor" on page 
ewo contains :he follOWing statements: 

"Under Senate Bill 604 the PUC would retain ,:ufficient 
flexibility in reviewing and approving =efund plans. 
Where appropriate, the PUC could still order funds 
into balar.cing accounts pursWlnt to PubliC' ;eil ities 
Code Section 792.5 and other 3uthorit::;. .. ... ft 

Exhibit No. 58 which is a statement dated September 20, 1977 
from Edmund G. Brown, Jr., Governor, to the members of the California 
Sen~te reads as follows: 

-15-



c. 10255 ek/ka 

"I si$Oed Sen3te Bill No. 604 on an opinion of the 
Fubl~c Ucili~ies Commission's legal staff that this 
measure docs not preclude the Commission from 
amortizing potential refunds in balancing accounts 
similar to existing amortization procedure associated 
with energy cost adjustment cl~uses as authorized by 
the Commission .. rr 

!n its brief the Co=mission st~f£ points out: 
". ... SB No .. 604 adds Section [loS3. 5 to the Public 
Utilities Code. Section 453.5 provides that 
I~enever the commission orders rate refunds to 
be distributed, the commission shall .... ' The section 
goes on to reflect principles of distribution. 
It is obvious that the new section provides a 
methodology where refunds are ordered onlY. If no 
refunds are orcered, then clearly Section 453.5 does 
not apply. This becomes apparent when it is noted 
that S3 No. 604 as enacted deleted 3 provision 
dealing with ba13ncing accounts. This must l1ave 
been deemed by the Legislature co be superfluous 
and beyond the intended scope of Section 453.5. 
We must infer this because (1) the PC&E tariff 
specifically adopting the balancing account treatment 
was in effect during the period in which this bill 
was conSidered; and (2) the commission utilized the 
baloncing account method in SDG&E D.87639 in July 
of 1977. Yet no specific language was adopted 
precluding its use. The Legislacure could easily 
have said: 'where overcollections accrue or energy 
supplier refunds are received, the commission shall 
require refunds according to some formula.' Instead, 
the Legislature left the threshold determination of 
whether to refund at all to the commission's 
discretion; and required only that, followi~g the 
threshold determination, if refunds are t~ be ordered, 
~hat.they be ordered aecor.ding to the dict~tes of 
Sectl.on 453.5. 

*** 

-16-
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"To the extent the b.3.1ancing ac<!ount Treatment 
benefits one customer more than another, svch 
tre~tment is not entirely inconsistent with 
prior refund practice~ As Exhibits 6-C ~nd 32 
(prior refund pl~ns of S~Cal cas Co~ .3.nd PG&Z) 
herein indicate past refunds have b~en ~de to 
some classes of customers on ~hc basis of usage 
during the refund period and to other customers 
on the ba~is of current customers of record or 
current u~age for adoinistrative convenience. 
Exhibits 6-C and 32, and other refund plans which 
have been adopted by ~he Co~ission (0£ which it 
may take official notice) indicate that the 
Commission bas exercised its discretion adopting 
various forms of refund plans, rather than being 
bound to any single ?lan. For example, P3cific 
Telephone and Telegr~ph Cornp~ny made refunds 
based on basic exchange, message uni:s, message 
toll and non"'recurring charges pursUclnt to 
D. 80345 and D. 80995 in A. 51774. (Ex. 4_) 
However, most recently telephone refunds have 
been ordered on the basi~ of recurring basic 
exchang~ service to ~ll current customers in 
D .. 87838 in A. 53587, S~peember 13, 1977." 

In i:s closing brief ehe Staff points out t~t the pctieion 
of the ~A, et al., to the Californ~ Supreme Court for an order 
requiring immediate refunds by the Commission in this proceeding was 
denied on November 17, 1977. (SF 23691.) 

In Decision No. 88261, issued December 20, 1977, in Ap?lication 
No. 57481, the Commission ordered that the gas supplier refunds in the 
amount of $52,400,000 held by PG&E be credited to the balancing account 
partially to offset ~ purchased g~s =djustment. At mimeo. sheet 8, this 
Commission stated: "Cons~queot:ly, ie is this Co::o.-nission's intention to 
apply such occasional gas supplier refunds as may occur as credits to 
the ba1~ncing accounts set up to account for revenue recovered pursuant 
to authorized purc~4sed gas adjustment increases." The petition filed 
by ~A, et 3.1.) for writ of mandate and for s:ay of Decision No. 88261 
~nd to require this Co~ission to make refunds was denied by the 
California Supreme Cour~ on December 28, 1977~ (SF 23751~) On 
Y~rch 7, 1978 this Commission denied the petition of ~~, et al., for 
a rehearing of Decision No. 88261. Commissioners Symons'and Sturgeon 
dissented. Petition for writ of review filed by CY~ is now pending 

before the Californi~ Supreme Court. (SF 23823.) 
-17-
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T.~e Co~~ission is of the opinion ~hat the ~se of 
balancing accou~ts results in fairness to the ratepayers, even 
though some of them who are 'no longer receiving service will not 
benefit from the creditin& of the refunds to balancing accounts. 
Such ratepayers ~~y have already benefited by reasons of tne 
leveli~g of r~te increases through the prior u~e of balancing 
accounts. For example, during the recent d.rought some or the 
increa,ses in generating costs or electricity resulting from the 
reduced usc of hyd.ropower and the increa~ed use or fuel oil were 

h .-I .,. ~ 't"·' 1 ... · ... c.arge~ to oa.anclne accoun¥s resu. lng In ¥ce e ec~rlC ra¥c 
increases being less than they otherwise would have been. Later, 
with the end of the drought, some of the reductions in generating 
costs reSUlting from the greater availability to hydropower 
were credited to these balancing accounts. Tne use of balancing 
accounts produced electric rate increases which were more level 

ethan they otherwise would have been. The electric customers, as 
a whole,have benefited from this leveli~g of electric ~ates. 

The Co~~is$ion reaffirms its previous determinatio~ 

that this Co~~ission has the discretion to authorize or require 
utilities to credit amounts, which otherwise would be required to 
be refunded to its customers pu::"suant to Section 453.5 of the 
Public Utilities Code, to balancing accounts. 
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~mether the Cor-mission will oreer refunds or will order 
a~ounts credited to balancing accounts will be determ~~ed in 
particular proceedings involving ~he particular respondents, 35 
W3S done in Decision No. 88261 invo1vine amounts previously refunded 
t.o PC&E. 

Findinf'!;s , .... T.~is Co~ission should not establish an Energy Conservation 
Trust Fund utilizing a=.ounts which would otherNise be refunded to 
utility customers or credited to ba13ncing accounts to defer or 
reduce rate increases, without. s?Bcific guidelines and direction 
from the State Legislature. 

2. This Co~ission has no authority to require utilities to 
make refunds disproportionately in favor c~ residential customers. ~ 

3. This Commission has the discretion to authorize or require 
utilities to credit amounts, which othern~se could be required to 

4itbe refunded to its customers pursuant to Section 453.5 of the Public 
Utilities Code, to balancing accounts. 

4. vfuether the Co~mission should order refunds or order such 
amount.s t.o be credited to balancing account.s should be determined 
in particular proceedings involving particular respondents, as waS 
done in Decision No. 88261 involving amounts previously refundec 
to PC&E. 
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5. The Exccu~ive Director of the Coomission should be directed 
to remove the opening brief of CPIRG filed on J~nuary 16, 1975~ from 
the formal file and pl.:lce it in the correspondence file pertaining to 
this proceeding. 
Conclusion 

'This order of investigation should be discontinued. 

QRQ!R 

IT :S ORDERED tha~ ~his investigation is discontinued. 
The Executive Director of the Commission is directed ~o 

remove the opening brief of California Public Interest Research Group 
filed on Jan~ry 16, 1978, from the formal £il~ and place it in th~ 
corres?oncience file pertaining to this proceeding. 

The effective date of this order is the date hereof. 
Dated at ~ Fra.ncisCO , california, this d-[tJ-

day of ~Ul Y , 1978. 

e 
J~+49ol.-~. 
~~r 

-l9-
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LIST OF APPEA.~~CES 

Respondents: Orrick, Herrington, R(),:'lley 6: Stttcliff~, by 
Robert J. Gloistein, Attorney at ~w, and John P. Vetromil~, 
for California-Pacific Utili~ies Company; Albert M. Hart and 
H. Ralph Snyder, Jr., Attorn~ys at L~w, for General Te!ephone 
Company of California; ~lcolm H_ Furbush, Bern~rd v. Della Snnta, 
and William H. Edwards, Attorneys at Law, for Pacific Cas ana 
Electric Company; John N'. Howarth, Attorney .:::.t Law, and 
E. F. ~eal, for The Pecitic Telephone and Tele~aph Company; 
Stephen A. Edwards, Jeffrey lee Guttero, and V4ncent P. Master, Sr_, 
Attorneys at Law, and Jo~~ H. Woy, for San Diego ,Gas & Electric 
Company; Geo;$e Stout, Attorney at Law, for Sierra Pacific Power 
Company; Rol1~n B. Woodburv, Robert J. Cahall, William E. ~~rx, 
H. Robert*Barnes, and ~"..rs. Carol B. Henningson, Attorneys at La-", 
and vla~en FerZ'lson and Philip D. Lester, for Southern California 
Edison Company; John S. Fick, ~s E. Lo Baugh, ~. R. Island, and 
David B. Follct, Attorneys .'It 1..;r..:, and ~..artha .;. Mc~.ahorl' and 

~ Jonel C. Hill, for Southern California Gas Company; and William A. 
Claerhout, Attorney at Law, f~r Sout~Nest Gas Corporation. 

Interested Parties: Robert L. Schmalz, Attor.ney at Law, for 
Amstar Corporatio~; Charles S. RichardSon, for Apple Inn Y.ote!, 
City of Susanville, Lassen Community CoIieee, and Sylvia Jiler.; 
John Geesman, for California Citizen Action Group; Ric~~rd A. 
ElSrec:ht, Rrchard Spohn, and Joseph G2rcia, Attorneys at Law, for 
Ca!ifornia Department of Consumer P~fairs; Allen R. Crown and 
Glen J. Sullivan, Attorneys at Law, for Cal~fornia Farm Bureau 
Federation; Vaughan, Paul & L~ons, by John G. Lyons, Attorney at 
Law, and E. James Houseberg, for California Fcrt:iJ.:"zer ASsociation; 
Grahem & James, by Boris takusta, David J. Marc~~t, and 
Jerome J. Suich, Attorr.teys at Law, for California Hotel & !1otel 
Association, and Collier Carbon & Chemic~l Co~o~~tion; Brobeck, 
Phlcger & P~rrison, by 90rden E. Davis ~~d William H. Booth, 
Attorneys at Law, for California Manutactu~ers Association; 
John L. Frogge, Jr., A::torney at Law, for Californ;.a Portland 
Cement Company; ~i~eent L. Schwe~t, for California Public Interest 
Research Group; Thomas Knox, for california Retailers ASsociation; 
Burt Wilson, for CAUSE (Campaign Against Utility Service 
Exploitation); Pillsbury, Madison & Sutro, by Dudley A. Zinke, 
Attorney at Law, for Chevron U.S.A., Inc.; Thomas M. O'Connor, 
City Attorney, by Leonard L. Snaie<~r, Deputy City Attorney, and 
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Rober: R_ Laughead, for the City and County of San Francisco; 
Louis ?ossner, for the City of Long Eeac~; Burt Pines, City 
Attorney, by Ed Perez, Deputy City Attorney, for the City of 
Los Angeles; John W. Witt, City Attorney, by William J. Shaffran, 
Deputy City Attorney, for the City of San Diego; Herman Mulman, 
for Coalition for Economic Survival, and CAUSE; John J. clarke, 
for Collier carbon and Chemical Corporation; Alice T. Dresel, for 
CPU Customers in ~ssen County, and herself; Hill, Farrer & Surril1, 
• I.' • " 1 • C "I:' .c G d S '0 C ,.!) oy w~~. ~~m •• arrer, .or ar ~n tate .3per em? any , .nc.; owney, 
Brand, $eymcur & RO~'er, by Philip A. Stohr, Attorney at Law, for 
Ge~eral Motors Corporation, Frazp-r FA Hilder, Ger.~ral Counsel, and 
Julius Joo Hollis, Esquire; T. w. ~~derson and J .. C. Porter, fer 
General Portlan~, Inc .. ; Charles J .. ~~ckres ann Etta Gail Herbach, 
Assistant Counsels, for the Dep~=tme~t of Def~nse, and JOhn L .. 
~~thews. ~ttorney at L3W, for th~ Gener~l S~rvic~s Administration, 
on b~~lf of the cons~mer inter~sts of the Feoeral Ex~cutivc 
~ge~cies; Kenneth M. Robinson, Attorney at law~ for Kaiser Steel 
C()rpot'zt: ion , Kaiser Cement & Gy?sum COY.1'orztion, ::It'c y~;,sc:, 
Indu~tries Corpor3tion & Division$; Morrison & Foerster, by 
Charles R. Farr3't' and James P. Bennett, Attorneys at Law, and 
Thomas R. Cochran, Atto=ney at Law, for Kerr MeGee Chemical 
Corporation; Jim Chapman, Lass~n County Supervisor, for Lassen 
County Board of Supervisors and t'he citizens of Lassen COtJnty in 
Lassen Division of CPU; William E. Emick, At:o~ey at Law, tor 
~ong Beach Gas Department; Gregory C. O'Brien, Jr. a~d David A. 
Ogden, Attorneys ~t Law, fo= Los P~geles De?artment of Water and 
Power; R. D. Twomey. Jr., ~ttorney at Law, and Robert W. Thompson, 
f~r the Metropolitan Water District of Southe=~ California; 
Bill Boo Beez, Attorney at Law, for Monolith Portland Cement Company; 
wifliam ~yrne, for P.O.W.E.R. Committee (People-Outraged-Wi~h
Electric-Rates); R~bert M. Brandon, A:torney at :~w, for Public 
Citizen Inc., and Ralph ~ade=; Roger F. Lapum, f~r Safeway Stores, 
Inc.; HiJarv B. Coss, for Sac~amcnto Self $ervice Car Wash 
,\Ssociation7Sacramento Laundry Association; l.anc r MontaUK, Attorney 
at Law, for Senate Rules Committee; ~n F~nke!, for Seniors for 
tezislative Issues; Edward Novikoff,~ Seniors for Political 
Action; Donald H. Ford~na Scott X. Barnes, Attorneys at Law, for 
Southwestern portland Cement C~any; William M~ Bennett, Attorney 
at Law, fo= the State Board of Equaliz2~ion, protestant, and hims~lf; 
Sylvia M. Siegel, and David Gray Tish~~n and Robert Spertus, 
Attot'neys at LaW, for Tow~=d Utility ~te Nortr.alization (TURN); 
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Allen B. warner, Attorney at Law, for The Regents of the Univer.sity 
of Californ a, and Harry K. Winters and John P.. Oliphant, for the 
Univ~rsity of Califo~ia; George Em~, for U. S. Energy Resea~ch 
and Development Admin,.stration; JacK E. Gould, for Wese 'Los Ar.geles
Santa Monica Bay Area Committee on Aging, AXfiliated Committees on 
Aging of Los Angeles County, Inc.; and Ms. Ann Abney, M$J!3 .\lrich, 
Harvey L. Becher and others on fixed income, P.~nry F. L~2aittfiw~na, 
Attorney at Law, Herbert R. McMaken, Christina Nunan, Frc Se .lrz, 
and Jack Write, for theoselves. 

Commission staff: Timothy E. Treacy, Attorney 4t Law, ~nd 
Mehdi G. Radpour. 


