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:BEFORE ntE PUBLIC 'UTILITIES COMMl.SSION OF nrE S'tA!E OF CAI..IFORNTA 

In ~he Matter of the Application of ) 
SOUTHERN CAl.IFORNIA Gl>S COMPANY for 
authority to increase rates charged 
by it for gas service. 

Application No. 57639 
(Filed OCtober 28, 1977) 

(Appearances are listed in Appendix A) 

INTERIM ORDER GRANTING MOTION FOR 'PARTIAL 
GENERAL RATE INCREASE- -~-.. _. 

Southern Californ:La Gas Company (SoCal) has made a 
motion that this Commission grant a partial general rate 
increase based on test year 1978 s~l:y of earnings to become e effective no lnter than August 31, 1978. SoCal alleges that 
because of the magnitude of its revenue deficiency for test 
year 1978 at present rates it is clearly necessary that i~ be 
afforded the opportunity to increase revenues to at least 
partially reduce the erosion or its earnings in 1978. SoCal 
further alleges that the requested re11e£would partially 
and equitably resolve ~he,practieal conflict between SoCal's 
need for timely rate relie! and the obvious public necessity 
for full and complete proceedings prior to a final order to 
b. based on results of operation for the test year 1979. 

The specific amount of the pSrt:t&l rate 1DCrease' 
sought is $118,598,000 on an annualized basis. Such a sum ' , 
represents, according to SoC&l, the additional revenue required 
to raise SoCal's 1978 annualized rate of return to, its last 
authorized rate of return of 8.8 percent computed 'on the 
Commission staff' 8 1978 test year summary of earnings. '%he 
staff's est:Lma.tes are baaed on assumptions aud procedures with 
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which SoCal does not agree, but the urgent need for partial rate 
relief without needless disputes requires that in the instant 
motion SoCe.l request that rates be established on the currently 
authorized ra~e of return and the staff's 1978. test year summa:y 
of earnings. 

On May 11, 1978 Administrative Law Judge (AI.J) N. R. 
Johnson ruled inac:lmissible as evidence certain upc1ated gas supply 
data offered by Commission starr counsel as an exhibit' or counsel. 
On May 24, 197$ the city or San Diego (San Diego), an appearance 

or record in this proceeding, submitted a petition to set. asid.e 
submission and reopen this proceeding tor the limited pUrpose' 
of receiving as additional ~vidence from the star! o! the 
Public Utilities Commission this updated gas supply data. 

I - BACKGROUND INFORMATION 

~ This Commissio~'s Resolution No. A-4693 adopted July 6, 
1977 established a regulato:y lag plan for major utility general 
rate eases Which sets.forth this Commission's poliCy for processing 
such rate eases within one year of the filing of the application. 

In accordance with this regulatory lag plan, SoCal filed 
a Notice of Intent (NOI) on July 29, 1977 indicating its inten
tion to file a general rate increase application for additional 
revenues of $259,500,000 based on test year 1978·. 

By letter dated August 17, 1977 this Commission directed 
Socal to supplement the impending test year 1978 application with 
all necessary documentation to support a test year 1979 applica
tion for general rate relief. th.e application requesting. au ,', 
increase of $259,500,000 for the test year 1975'and $334,100,000 
for the test year 1979 was filed on October 28, 1977. In accord
ance with the regulatory lag plan goal the final dee,ision on this 
application should issue on or before October 28, 1978. 
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After notice, 46 days of hearing were held before A'LJ 
N. R.. Johnson during the period December 7, 1977 through May l2, 
1978 and the matter was submitted subject to receipt of concurrent 
opening briefs due on or before June 12, 1978 and concurrent 
closing briefs due on or before June 27, 1978. Such dates are as 
established by the regulatory lag plan. 

Complete showings on all issues were presented by SoCal 
and the Commission staff. ~ addition, testimony and exhibits on 
rate of return were presented by the city of Los Angeles (Los 
Angeles); on rate design by the california Manufacturers Assoc1s.
tion (CMA.), city of Long 'Beach (Long 'Beach), San Diego Gas & 

Electric Company (SDG&E), Southern California Edison Company 
(Edison), and Tehachapi-Cummings Water District (Tehachapi); and 
on conservation by the California State Energy Resources Conser
vation and Development Commission (ERCDC). Other parties to the 

~ proceedings partiCipated through extensive cross-examination or 
the various witnesses. 

General 

II - POSITIONS OF PARTIES ON 
PARTIAL GENERAL INCREASE 

Time was provided at the hearing on May 12, 1978 to 

pexmit appearances to make statements setting forth their posi

tion as to the granting of the requested general partial rate 
increase. Statements of position were presented by SoCal, the 
Commission staff, CMA., Los Angeles, SDG&E, Tehachapi, LoDg ~ch, 

campaign Against Utility Service Exploitation (CAUSE), Edison,. 

San Diego, Virgil E. Duncan (Duncan), and General Motors (GM). 

Qpening Statement of SoCal 

SoC4l stated that as shown on the staff's own exhibits 
it will experience a substantial revenue deficiency in 1978 beyond 
its control whieh can be mi~igated only by partial.rate relie!. 
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The effects of financial ill health caused by deficient earnings 
must be borne in a large measure by the ratepayers in the form of 
higher financing costs or the inability of the utility to finance 
needed projects. SoCal noted that even if the requested partial 
increase is granted, it would collect additional revenues for only 
approximately four months of the year. This~ aeeording to SoCs.1, 
has a practical effect of denying it as much as ewo-thirds of 
revenue deficieney as computed by the Commission staff. 

It is SoCal's belief that higher revenues in the last 
four months 'of the year 1978 would go a long way toward protecting 
SoCal 's financial integrity. According to SoCa.l such a rate 
increase grant would have the additional beneficial effect. of 
being perceived by the financial conmrun1ty as a strong signal that 
California regulators are not going to ignore the precarious 
financial condition of California public utilities~ particularly e during times of debilitating inflation. 

SoCal alleges that it has made every effort to develop a 
revenue requirement figure which would be as free from controversy 
as possible. It is its belief that the computed 1978' revenue 
defieiency could not be more conservative than it is, being based 
on the staff's 1978 S,'U%tJIl)4%'Y of earnings and SoCal' s last author
ized rate of return. SoCal contends that the calculated amount 
is a 'bare bones' figure not subject to reasonable dispute which 
should serve to expedite the Commission's decision. 

SoCal funher alleges that t'WO years of granted wage 
increases, two years of inflation, and two years of declining .. 
gas supply have all contributec1 to the present situation where 
SoCal is faced with the untenable prospect of earning substan
tially less than the authorized level of earnings for the test 
year 1978. 
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Should the partial general rate increase be granted, 
SoCal proposes it be spread to all classes of service on a 
uniform percentage basis or, as an alternative, to provide a 
system average increase to its wholesale customers w:Lth the 
remainder of the increase being spread to th.e con:xmodity rates 
of all other customers excluding lifeline volumes on a uniform 
percentage basis. ~ both cases the proposed alternative rates 
are based on presently effective rates established by Decision 
No. 87587 in SoCal' s July 1977 purchased gas adjustment (PGA.) 
proceeding. SoCal contends that its two alternative proposals 
are quite reascnable pending this Commission's fina~ order on 
the matter where possibly a modified rate design might be ordered. 

SoCal notes that Tehachapi made a filing in response to 
the motion for a partial general increase indicating that there 
should be no increases granted pending the California Supreme 
Court's dispoSition on an appeal of the rate design established 
in the above-mentioned July 1977 PGA. decision. SoCal believes 
that Tehachapi '8 suggestion that all things must stop 'in antici
pation of some possible court action sometime in the future is 
unreasonable in this instance where a serious financial need has 
been demonstrated and where the Commission has continuing juris
diction over rates 'Which will be established in partial mitiga
tion of that need. SoCal therefore contends Tehachapi's filing 
should properly be ignored. 
Position of the Commission Staff 

The staff reeommencls that SoCal' s motion for partial 
general rate relief be denied. 

The starr states that the allowance or the partial general 
rate increase at a time when the regulatory lag program dead-
lines are being met would tend to erode the motivation required 
to make the regulatory plan work. The staff further contends 
that the staff figures adopted by SoCal computing 'the partial 
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general increase do not, because of time constraints, reflect 
staff's recommended income tax proposal ~ieh would show a 
deficiency below the authorized 8.8 percent return of 
$92,000,000 instead of the $118,600,000 included in SoCa1's 
motion. 

In further support of the staf'!'s position t.o deny the motion 
for a partial general rate increase, the Commission staff alleges 
that Soca.l' s own 'W'itness admits that 60 to 70 percent of the 
effec~s of in£la~ion are offset by PeA. proceedings; that El Paso's 
most recerLt 'FPC Form 16, ruled inadmissible to this proceeding as 
an eXhibit of counsel by the presiding ALJ, reflects significant 
upward revisions of gas supply and that even higher amounts of 
gas were estimated to be available by El Paso at its May 9, 1978 
settlement meeting held in Phoenix, Arizona; and that a decision 
on Case No. 10261, our investigation into a supply adjustment 
clause mechanism (S~ could have a pronounced effect on SoCal's 
need for partial general rate relief. 
Position of CMA 

CMA argues that in the past offsets were granted only on 
showings of financial emergency but tr.at reeent partial general 
inereases have been granted those utilities experiencing severe 
regulatory lag problems. CMA. notes that neither financial emer
gency nor severe regula tory lag problems exist in tbe instant 
proceeding. 

Under these circumstances, it· is CMA.' s belief that the 
proper procedure is to deny the motion for a partial' general .. 
increase and to expedite the final deeision on this matter as . 
much as possible. On this basis, if rate relief is found neces
sary in 1978, such relief could be granted to be immediately 
effective and different rates could be established for the period 
commeneing January 1, 1979. 
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CMA also noted that current sales revenues are much 
higher than anticipated by either the Commission staff or SoCal 
and such increases offset to some extent the need for tmmediate 
rate relief. 

CMA. also stated that it, as well as SoCal' s 'Wholesale 
customers, presented sho~~ngs in this matter on cost-of-serviee
based rate designs and takes the position that any partial 
increase granted in this matter applied to these classes of 
customers would violate somebody's notion of what his class is 
entitled to on rate design and would make the job of designing 
fair and reasonable rates that much more difficult. According 
to CMA. the residential rates are seriously underpriced at this 
time. To avoid jeopardizing equitable and reasonable rates for 
all classes of customers in the final decision and .to offset the 
subsidization of residential customers, CMA believes that any e partial general rate increase granted at this time should be 
applied only to the residential elass of customer. Should the 
Commission decide that a partial general increase be applied . to
all classes of customers, CMA. believes the most equitable way of 
spreading such an increase would be a percentage relationship to 
all classes based on the noncommodity cost-of-serv1ce amounts. 
Position of los Angeles 

Los Angeles objects to the granting of aT:l:'J partial 
general increase on the same bases as CMA. and the Commission 
staff. Los Angeles also objects to the presiding JJ..j's ruling 
precluding the entering into evidence of the updated supply 
figures as indicated by El Paso's most recent FPC Form 16 
filing. 

Should a partial general increase be granted, Los 
Angeles believes it should be spread to the various revenue 
classes as a uniform increase across the board with the 
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possible exception of lifeline rates which could be held at their 
present level. 
Position of SDG&E 

SDG&E states that its rate design showing is presented 
primarily on behalf of its retail customers 'Who are paying sub

stantially more than SoCal' s retail customers. According to 
SDG&E such a substantial cost differential is due solely to the 
differential in cost that SDG&E is paying SoCal for gas purchased 
as contrasted to the cost SoCal is paying its suppliers for gas. 
On this basis it is SDG&E's belief that if any partial genera'l 
increase is granted it be allocated to classes other than the 
Wholesale customers. 
Position of Tehachapi 

Tehachapi opposes the granting of any partial general 
increase on the basis that such a grant wOuld be premature when 

the final decision can be expected in one or two months after 
the effective date of the partial increase of August 31, 1978: 
requested in SoCal's motion. 

Tehachapi notes that =he presently effective rates are 
to be revi.ewed by the California. Supreme Court and any partial 
increase granted at this time could prejudice efforts to restruc
ture rates in the future. 

Tehachapi also argues that no increase be granted until 
after the elections so that the effect of the Jarvis-Cann . 
initiative can be incluaed in the consideration or the amount 
or the partial general increase to 'be grant,ed and t,hat the 
Commission should give careful consideration to the consolidatee. 
income tax picture. 
Position of Long Beach 

Long :Beach opposes the allocation of any portion of arty 
partial increase granted SoCal to its wholesale customers on the 
basis that these wholesale customers are presently being charged e excessive rates and further increases ~uld aggravate the e1tuation. \ 
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Position of CAUSE 
CAUSE opposes the granting of a partial general Tate 

increase on the basis that consumers cannot pay such an increase 
because of the erosion of earnings caused by inflation. Under 
these circumstances, according to CAUSE, a partial general rate 
increase would lower the standard of living for consumers and 
raise the standard of living for SoCal. 

CAUSE also quoted from an opinion of the Legislative 
Counsel of California indicating that the Legislature has the 
authority to require a subsidiary public utility corporation, 
owned and controlled by the same interests which own and control 
other organizations, to file a separate income tax return to 
reflect the proper income attributable to such a corporation and 
stated that this Commission should consider the quoted opinion 
when determining the amO'l.mt of any partial general increase to 

e gTant SoCal. 
Position of Edison 

Edison noted that when GN·S deliveries exceed adopted 

test year estimates, the proposed GN·5 tariff schedule grossly 
overcollects customers'fixed charges. In addition, according 

to Edison, GN-S', as proposed for the partial general rate 
increase, is not the intended conservation·oriented rate design 
specified in recent Commission decisions and should not be 

granted. 
Edison further states that continuing pressure by public and 

regulatory agencies requesting it to burn natural gas rather t~ alter
nate fuels indicates the inapplicability of the concept or conservation 
as a basis for rate design for ele:ctric generation utilities. 
Position of San Diego· ... . . . . ... -

San Diego is opposed to the granting of part1a.l general 
rate Telief on ~he basis tba~ ~he Commission has repeatedly held 

that interim relief, Wlieh San Diego alleges is what SoCal is 
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asking for, is an extraordinary remedy 'Which should be employed 
only if the Commission is persuaded from the evidence before it 
that the time involved in the usual disposition of the case would 
cause irreparable financial harm. San Diego notes that this 
proceeding is meeting the scheduled dates set forth in the regu-
latory lag plan and that the plan provides that at a certain 
point in time "the Executive Director and appropriate division 
directors shall recommend to the assigned commissioner whether to 
consider granting a partial general rate increase or decrease". 
According to San Diego this specific point in time (Day 225) has not 
yet been reached and therefore S~ Diego· argues that the pending motion 
for a partial increase is untimely and procedurally deficient. 

san Diego further argues that one of its primary concerns 
in this matter is the issue of the proper spread of any author
ized increase to the various revenue groups. This issue was e addressed by SoCa1, the Commission staff, CMA, Edison, SDG&E, and 
Long Beach, with both SDG&E and Long Beach, according to San Dieg0 7 

emphasizing the disparity presently existing in the cost of gas to 
their retail customers as compared to the cost of gas to Socal's 
retail customers. 

Under these circumstances, granting the requested 
partial general increase 'WOuld aggravate the Situation, particu
larly if the wholesale rates are increased by the system average 
percent:age increase 48 proposed in Socal' s alternative rates. 

In addition:J San Diego does not: agree with the asser
tion contained in SoCal's motion that the staff-est~ted revenue 
deficiency is not subject to reasonable dispute and cite3 alleged 
deficiencies in the staff's showing on conservation and research 
and development expenses and the omission of the probable effect 
of the staff's proposed income tax treatment from the 1978 test 
year estimated summa.xy of earnings adopted by SoCs.l for the pur
pose of computing the amount of the partial general rate increase. 
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As previously stated, San Diego filed. a petition to set 

aside submission and reopen this proceeding for the lfmited purpose 
of receiving additional evidence from the Commission staff. This 
additional evidence consists of a document o!£ered into evidence 
as an exhibit of one of the staff's counsels indicating that'the 
1978 test year gas supply from El Paso Natural Gas Company should 
be increased from 497,860 ~cf to 533,995 ~cf, an increase of 
36,135 -ilcf. 

San Diego &rgues that these increased supplies would 
have a multtmillion-dollar effect on Socal's revenues for the 
test year 1978 and that the document (FPC Form. 16) sho'WS increased 
gas supplies for at least the first quarter of test year 1979. 
San Diego alleges that if the Commission refuses t<> consider the 
additional gas supply available to SoCal from El Paso any rates 
found by the Commission, in this proceeding, to be compensatory, 
'Will, in fact, be confiscatory to the ratepayers and a denial of 
due process under both the federal and state constitutions. 
Position of Duncan 

Kt'. Duncan opposes 'the granting of the partial general 
increase on the basis that the 'PGA. procedure and the SAM decision, 
coupled with the short interval between the decision on the pare1al 
general increase and the final general increase, obviate the 
neeessity of a partial general increase at this tt=e. 

He further argues that the rate design is one of the 
major issues in this proceeding ~nd the design of equitable 'Tates 
should not be jeopardized by the granting of a partial increase 

I 

at this time. 
According to Mr. Duncan, millions of dollars are spent 

on conservation which only results in the transfer of gas from 
high priority to low priority customers and, therefore, the 
conservation expense amounts should not be considered tn either 
the partial or final rate matters. In addition, it is his belief 
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that the effect of the Commission staff's proposed income tax 
treatment should be included in the summary of earnings adopted 
by SoCal for the purpose of computing the revenue requirement 

for a partial general rate increase. 
Position of eM 

GM stated that it has no quarrel with SoCal' s right to 
partial rate relief to the extent necessary to keep it economically 
healthy_ Because of its limited participation in the proceeding, 
GM feels that it is not in a position to know ~ether or not the 
requested partial increase is justified. It did, however, express 
concern that any partial increase could have an adverse effect on 

the final design of reasonable rates. It was alleged that it is 
seldom, if ever, that interim rates, once established, are 
decreased in the final decision. 

GM also argued that a partial general increase is not e warranted because of the short period of time between the requested 

effective date of the partial increase of August 31, 1975 and the 

anticipated effective date of the final decision. 

Closing Statement of SoCal 
SoCal argues that all the opposition to the granting of 

the partial general increase is based on procedural issues rather 
than on any denial that the earnings of SoCal do not warrant such 

an increase. It notes that ev-en if the partial general increase 
is granted as requested, the increased earnings will apply for 

approximately one-third of the year with the result that SoCal's 
1978 earnings will still be deficient. 

SoCal alleges there is a difference between a partial 
general increase and interim rate relief and that it has tlev-er 
claimed rate relief is necessary in 1978 because o~ dire finan

cial emergency, but rather to partially reduce the erosion of 

its 1975 earnings. 
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SoCal further argues that the presiding ALJ's ruling 
precluding the a.dmission of El Paso's updated supp·ly eseima.t:es 
from the evidence of record on the bases that it ·~s a major 
updating of data ~rccluded by the regulatory lag plan and that 
revenue excesses or deficiencies caused by gas supply over or 
under estimates would be resolved by a forthcoming SAM decision 
was fully justified not only because of the stated reasons. but 
also because the anticipated additional supplies do not reflect 
average test year conditions. According to SoCal these addi
eional supplies were created in part by abnormally warm tempera
ture conditions and in part by Pacific Gas ~nd Electric Company's 
(PG&E) refusal of some offered available gas. Neither of these 
two conditions would obtain for average test year conditions to 
be used for ratemaking purposes. 

Socal also st~tes that the effect of the staff's income 
tax proposal on the revenue requirement computations for the 
partial increase were not included in its adopted surnrna.ry 0.£ 
earnings because it excluded all controversial matters· in an 
~ttempt to obtain an expeditious decision on its motion. 

According to SoGal the presently effective rates 
resulting from the July 1977 PGA decision reflect this Commission's 
latest thinking on proper rate design and there is no basis for 
believing the Supreme Court will modify such design criteria even 
though it has agreed to review the matter. SoCal argues that under 
these conditions the Supreme C¢urt's review of the exist~ng. rate 
structures is no basis for denial of the partial r3teincrease 
request .. 

Socal notes that the Commission s·ta.f£ urged that the 

partial general increase be denied on the bases that the regu
latory lag plan has eliminated the need for partial rel.ief and 
that the procedure has precluded the introduction of data the 
staff would like in the record and argues that the st~ff cannot 
have it bo·th ways .. 
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In response to allegations of some of the parties that 
the cost of the energy crisis should be shared by the utility as 
well as the cons'Ul'tlers, Soca.l notes that it is already partici
pating in the sharing of such costs by its non-GEDA investments 
and the maintenance of low lifeline rates. 

III - DISCUSSION 
General 

The bases utilized by the various parties in formulating 
their opposition to the granting of a partial general rate increase 
~y be generally summarized as follows: 

1. The scheduling of the regulatory lag plan is being met 
thereby obviating the necessity of granting a partial general rate 

increase. 
2. The surama.ry of earnings utilized by SoCs.l for the compu-

~tion of the revenue requirement excludes the effect of the 
Commission staff's proposed income tax treatment and includes other 

deficiencies. 
3. The presiding ALJ's ruling precluding. the incl~ion iuto 

evidence of :£1 Paso r s updated supply estimates prevents an adequate 
evaluation of Socal's expected 1975 test year earnings. 

4. No partial general rate increase should be granted until 
an evaluation can be made of the effect or the Jarvi~-Gann 
initiative on the utility's operations. 

S. There has been extensive evidence on rate design formu-
lation introduced into this proceeding. A partial increase c?uld 
prejudice efforts to restructure rates if found necessary as a 
result of such evidence and/or a rejection of the end-use priority 
inverted rate structure adopted by the Commission in the July 1977 
PeA proceeding by the california Supreme Court. 
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Petition to 'Reopen Proceedings 
Staff counsel requested that El Paso's. recently tiled 

FPC Form 16 riling, indicating that a greater supply of gas would 
be available for the ~est year 1978 than was anticipated oy either . 
SoCal or the Commission staff, be admitted int~'eviaence as an 
exhibit of counsel. SoCal oojected to the receipt of such evidence 
and the presiding ALJ sustained the objection on the bases that 
(1) such data -was a major updating amendment precluded by the 
regulatory lag plan, and (2) case No. 10261, our investigation 
into the natural gas supply adjustment mechanism, was- ordered 
specifically to provide, if warranted, a vehicle for adjusting 
revenues· to accommodate deliveries of gas and associated revenues 
differing from the revenues and sales adopted for the t.est year 
for ratemaking purposes. 

Severa.l of the parties, including the Commission staff, 
~ a.rgue that this information is essential to accurately evaluate 

Socal's 1978 opera.tions and, therefore, the Commission should issue 
no decision on the partial, or for that matter, the full rate 
increase until sueh information has been received into the record. 

In its petition to set aside submission to permit the 
receipt in the record of the above-described updated supply data, 
San Diego argues that (a) knowing that evidence concerning an 
increased gas supply to Socal is available from the Commission's 
staff, failure to deal with the issue of additional gas supplies 
will be an abdication of its statutory authority and mandate; 
(b) the california Supreme Court has held that it is mandato%'Y. 
for a state regulatory agency to consider signifieant elements 
of operating revenues, and the upda. ted gas supply is such an 
element; and (c) the receipt of matter which would be deemed 
improper under the rules o£ evidence applicable to judicial 
proceedings does not invalidate a Commission decision. 
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It should ,be noted that such data was offered only as 
an exhibit of statf counsel. There was no witness avallableto· 
cross-examine as ~o ~he relevance or significance or such material 
tor ratemaking purposes. The weight to be given such material 
under these circumstances must of necessity be somewhat limited. 
In any event, Decision No. SSS;5 dated May 16, 1978 in Case 
No. 10261, our investiga.tion into the n~cessity of establishing 
an SAM, did in tact establish. such an S;Y~ It provides a balancing 
account for aCeumUlating revenue excesses or deficiencies caused·' 
by deviations of supplies from those adopted at intervals for 
rate making purposes in general rate proceedings. The balances 
in this .account are to be reneeted in' semiannual rate changes 
that ~l insure that the gas utilities will recover their 
authorized gas margin!! and return overcollections to the rate
payers. Under these circumstances, the updated supply d.a.ta 
prepared by statf counsel, even if it ~re offered by a witness 
su~ject to cross-examination, is not needed for this proceeding. 

Even if Decision No. SSS;5 had not been issued, the updated 
supply estimate was not properly includable in the record within 
the parameters of the regulatory lag plan. One of the major 
contributors to regulatory lag was the continual and, eonstant 
updating of summary of earnings estimates by applicants, the 
Commission staff, and other parties to the proceedings,. To permit 
the inclusion of continued updated material into the record would 
make it tmpossible to meet the scheduling established by the 
regulatory lag plan. 

11 Gas margin is defined as gross revenues less eost of gas at the 
test year level adopted in the last general rate proceeding. 
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RegulatoEY Lag Plan 
As noted by several parties to the proceeding, the 

regula~ory lag plan scheduling is being met. Sever~l key dates 
are worth noting as follows: 

(1) Day 195: At this time the hearings shall 
be comple~ed. Day 195 was May 12, 197~ 
and the hearings were completed on schedule. 

(2) 

(3) 

(4) 

Day 225: Concurrent briefs may be filed. 
Such a date is June 12, 1978, the due date 
of concurrent opening briefs. 

Dav 240: Reply briefs may be filed. This 
aa~e is June 27, 1978, the scheduled date 
for the receipt of concurrent reply briefs. 

Pax 285: !'he draft decision shall be in the 
~nl.e£ Xdministr~tive Law Judge's office. 
This date is August 9, 1978. 

!he regulatory lag plan specifies at paragraph b of 
Day 225 the following: "The Executive Director, after consulta
tion with the ~ppropriate division directors, shall give a status 
report of the proceeding to the assigned commissioner together 
~~h 4 joint opinion ~s to when a draft decision is expected. If 
the draft decision ~ppears not to be available prior to, ten months 
from the date of filing the application, the Executive Director 
and the appropriate division directors shall recommend to the 
assigned commissioner whether to consider granting a par~ial 

gcncr.ll rate increase or decrease .. " I~ is anticipated that the 
draft of t.he final decision '('cased on a 1979 test year) will be 
forthcoming on the due date of August, 9, 1978 within the ten-month 
period in the above-quoted reference_ 
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Commission S~a:f's Prooosed Income Tax Treatmen~ 
As previously discussed, i~ is ~he posi~ion of the 

Commission s~aff and several of the parties to ~he proceedings 
~hat ~he reques~ed partial increase of $118.6 million should 
not be granted because ~he effect of ~he s~aff's income tax 
proposal has not been included in the data utilized by SoCal in 
computing its revenue requirecents for the partial general rate 
increase. With SoCal's requested partial rate relief based on 
the Commission staff's estimated summary of earnings and the 
last authorized rate of return (0.6 percent below the lowest 
recommended rate of return included in the record of this 
proceeding)-, we conclude t.hat the earnings level and rate of 
return authorized herein will not exceed that which will be 
fo~nd reasonable in our !orthco~ing final deciSion, even assu~i~g 
ado~tion o~ the staffts reco~ended effective income tax rate. 
?3~i31 Increase Necessitv 

As noted, the regulat.ory lag plan established a time 
schedule whereby a decision on a major utility rat.e increase 
application would be issued approxirr.ately one year a.i'ter.'tne 
filing of the application and the sched.uled dates have be~n 
met. " 
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The additional revenue required to raise SoCal's 197$ 
annualized rate of return to its last authorized rate of return 
of S.$ percent computed on the Commission staff's 197$ test year 
summary of earnings appears to us to be a reasonable basis for 
the establishment of the amount or the partial general incr~se 
to be granted and will be adopted. As noted by several parties, 
there are indications that SoCal's recorded 197$ earnings will 
exceed the staff's estimated 197$ test year earnings. However, 
such increased earnings, if they do materialize, will be caused 
by unanticipated additional supplies of gas and the effects 
thererrom ~l be mitigated by the operation of S~ 

It will be noted that we plan to have the final rates 
for test year 1979 placed into effect by January 1, 1979. This 
partial increase is being authorized because the record shows 
that the applicant requires rate relief for 1975, based on the 
197$ test year showing, an~ such relief should not be delayed. 
If we waited until late 1978 and issued one decision, based on 
a 1979 test year, the applicant would never realize any 0·£ the 
additional revenues shown to be required during 197$. Granting 
SoCal interim rate relief in 197$, based on a 197$ test· year, 
provides us time to prepare and issue a final decision (on a' 
1979 test year) that fully addresses the multitude of complex 
issues in this proceeding. 
Rate Design Considerations 

As was argu.ed by several of the parties to this 

proceeding, the California Supreme Court has accepted tor review 
this Commission's DeciSion No. $75$7 dated July 12, 1977 estao-" 
lishing the rate design parameters for the presently effective 
rates. These rates serve as a base to ~ich the modifications 
proposed by some of the parties to this proceeding ~uld be' 
applied to derive the final rates. In addition, evidence has 
been adduced in this hearing setting forth the parties' positions 
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that the presently effective structures are unreasonable, 
discriminatory, and excessive. These parties argue t~t the 
granting of a partial general rate incre~se under either or 
the alternative rate structures proposed by SoCal would 
adversely affect any restructuring that the evidence of record 
would indicate is warranted. 

The decision of the California Supreme Court on the 
structure of tne 1977 rates approved by this Corn."I!ission of/ill 
probably issue sometime subsequent to ,the final decision on 
this matter. There is no way to forecast what rate structure 
changes, it any, will evolve from such a decision. Consequently, 
the fact that the Court has agreed to review the situation 
should. have no effect on the issuance of a decision on either 
the partial general rate increase o,r the total general rate 
increa.se. 

Several parties expressed. concern that the granting 
e of a partial general rate increase would prejudice any rate 

restructuring warranted by the evidence of record. The final 
decision to be issued before the end of 197$ will address the 
numerous rate design proposals made in this proceeding. It is 
reasonable for purposes of this interim partial. general rate 
increase to authorize rates to be increased on a uniform, cents 
pc: therm basis. We increase rates on this basis without prejudice 
to proposals to increase or decrease rates, 'Which will be addressed 
in the forthcoming final decision. 
Ad Valorem Taxes and Article XIII A 

SoCal by Advice Letter No. 1143 filed July 28, 1978 in 
response to OIl 19, has requested that any rate reduction required 
by the Commission for property tax reduetionz due to Constitutional 
Article XIII A be implemented through a reduction in the amount of 
the partial general rate relief to be granted herein. SoCal's 
July 15, 197$ filing in response to Ordering Paragraph :3 of 
OIl 19 indicates a reduction in ad valore~ taxez of $19,957,000 
between the actual fiscal year 1977-78 and the estimated fiscal 

year 1978-79 .. 
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Our base r~tes authorized herein are based on the 
staff's e=~ima~ed ad valorem taxes before the enactment of 
Article XIII A. Ho",'ever t because of the use of the "lien-year" 
method in calculating the income taxes effect of ad valorem taxes, 
no net tax savings (after income taxes) will result in modifying 
t.he staff showing to reflect a half-year effect of the lower 1975~79 
fiscal year ad valorem tax in the adopted results. In fact" the 
calculation results in a small increase in net taxes. However, 
significant net tax savings will be generated in the year 1979-

We will order SoCa1 to establish a tax initiative account 
as required by Ordering P~ragraph 4 in OII 19'. On issuing our 
final decision in this application for the test year 1979, we shall 
adjust the adopted results to reflect the balance remaining of the 
1979 estimate of ad valorem net to.x savings. 

Consistent with our treatment of other utilities utilizing 
the lien-year ad valorem tax procedure in filL~g state and federal 
income taxes, we will authorize a reduction in rates for the ye~r 
1978 to reflect over :l 16-rnonth period the tax s~vings that will 
accrue in 1979. We will direct SoCal to reduce the rates gr;,.nted. 
herein on or be!ore September 1, 197$ on a cents-per-therm oasis 
for all nonlifeline sales. 
:"incl.ings 

1. SoCal's general rate increase application was filed in 
accordance with the provisions of this Commission's regulatory 
lag plan for major utility general rate ca~es. 

, I 
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2. The final day of hearing was May 12, 1978 and the matter 
.... ':lS submitted on concurrent opening briefs due June 12, 1978 and 
concurrent reply briefs due June 27, 1978, all in accordance with 
the scheduling of the regulatory lag plan. 

). SoCal has demonstrat.ed t.hat it needz $118·.5 million 
a.."'lnually to have an opportunity to realize· its last authorized 
rate of retu:n, 'cased on a 1978 test year. Given this demonstrated 
need for rate relief in 1978, it is reasonable to grant SoCal's 
petition for partial general rate relief rather than delay rate 
relief while prep::lring a final decision, which would, due to the 
complexity of issues, not issue until later in 1978. 

4. The granting of a partial general increase of 
$118,598,000 on an annualized basis to provide the additional 
revenue reo.uired to raise So·Cal' s 1978 annualized rate of return 
to its last authorized rate of return of 8.8 percent computed on 
the Commission staff's 1978 test year su~~ of earnings is 
reasonable. 

5. The increases in rates and ch~ges authorized herein are 
reasonable as an initial phase of this proceedin~~nd the present 
rates and charge~ insofar as they differ from those prescri'ced 
herein, are for the immediate future unjust and unreason.lble. 

6. The presiding ALJ's ruling precluding the admission 
into evidence of informat·ion on updated supply estimates, as set 
fo:-t.h in £1 Paso's recent FPC Form 16 filing, was 'proper. 

7. It is reasonable to authorize SoCal to increase all gas 
rates on a uniform cents per therm basis for purl'oses of this 
interim partial general increase. Rate design, and possible 
r.:lte restructuring, should be extensively explored and addressed 
in the forthcoming final decision. 
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~ S.!he petition or San Diego to set aside submission ana 
reopen this proceeding for the limited purpose of receiving 
additiona.l evidence frot:. the Commission stafr should not be grantee.. 

9. A partia~ general rate increase shoula go into effect only 
after SoCal establishes an SAv. balancing account (as authorized by 
Decision No .. 888.35, Case No. 10261). This condition is reasonable 
to insure that SoCal will not realize a windfall should available 
gas supplies exceed estimated quantities adoptee'. for purposes of 
this partial general rate increase. 

10. 3eca~se there is an immediate need for the rate relie! 
authorized during 1978, the following order should be made effective 
the date hereo!. 

11. It is reasonable to order SoCa1 to reduce rates on or . 
before Septer-ber 1, 1978 for the reduction in ad valorem taxes 
brought about by Article XIlI A. The reduction should total 
$19,957,000 and relate to the l6-month period from September 1, 1978 
to December .31, :979. The reduction shou1~ be on a cents-per-ther~ e basis for all non1ifeline sales. Consistent " .. ith the rate reduction, 
a tax initiative account, as required by Ordering Paragraph 4 of our 
OIl 19, should be established. 
Concl usions 

1. SoCa1's motion £or a partial general rate increase based 
on a 1978 test year should be granted subject to the establishment 
of an S~ balanCing account. 

2. San Diego's petition to set aside submission and reopen 
this proceeding £or the limited purpose of receiving adcitional 
evidence fro:,:,: the Co:r:mission staff should be denied. 

3. SoCal should reduce rates on or before September 1, 1978 
for the reduction in ad valorem taxes brought about by Article XIII A. 

A tax initiative account should also be established. 
INTERIM ORDER 

IT IS ORDERED that: 
1. After the .effective date of this order, and upon estab-

lishing a Supply Adjustment Mechanism balancing account pursuant to 
Decision No. 888.35, Southern California Gas· Company is authorized to 
file the revised rate schedules attached to this order as Appen~ix B, 
and concurrently to withQraw and cancel its presently effective sche~
u1es. Such filing shall comply with General Order No. 96-A. '!'he e.rtective 
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date of the revised schedule shall be four days ~fter the date 
of filing. The revised schedule zhall apply only to service ' 
rendered on and after the effective date thereof. 

2. On or before September 1, 1978, Southern California G~s 
Company is directed to file tariffs reducing rates from those 
authorized in Appendix 
all nonlifeline sales. 
$19 7 957,000 and relate 

B on an equal cents-per-thcrm basis, for 
The reduction should be in the amount of 

to the period Saptember 1, 197$ through 
December 31, 1979. Southern California Cas Company is also 
directed to establish a tax initiative account as required by 

Ordering Paragraph 4 of OII 19. 
3. The city of San Diego's petition to set aside submission 

and reopen thi~ proceeding for the limited purpose of receiving 
additional evidence from the Commission staff is denied. 

The effective date of this order is the date hereof. I 

Da-ced at S%a Fmnclse'6 , California, this <;?f ~ 
day of ~"~l!S1' • , 1978. 

COmmissl.oners 

Com:n1~~ionor William Symon:, Jr., 'be1ne: 
~oco~~or11y nb:ont, eid notpart1C1peto 
1:1 tho d1:po::1 t1otl. ot :tJl1:. p'roco~.; 

Co~i$sionor Cl~iro T. Dodrick. baing 
%l.ooosso.r:lly abs~nt. d:1.d not :po.rt1ci;po.to 
!Jl ~o dio;poo1t1o:c. of ~o :procoOd1Dg"r 

-24-

! 



A.S7639 ~ 

APPENDIX A 
(Page 1 of 2) 

LIST OF APPEARANCES 

Applicant: K. R. Edsall, Thomas D. Clarke, and David B. Follett, 
A~torneys at Law. 

Protestants: Hank Ba:rnard, for Campaign for Economic Democracy; 
Virgil Edward DUncan, for himself; Hy Finkel, Attorney at Law, 
for Seniors for Legislative Issues;-Lanar Gross, for Coalition 
for Economic Survival; Herman Mulman an Ed Novikoff, for 
Citizens for Political Action; and Bur~.Wilson, for campaign 
Against Utility Service Exploitation (CAUSE). 

Interested Parties: Jonathan '.Slees and Christopher Ellison, 
Attorneys at Law, for california State Energy Resources 
Conservation and Development Commission; 'Brobeck, Phleger & 
Harrison, by Gordon E. Davis, William H. Booth, and James M. 
Addams, Attorneys at :.aw, for CiIiIornia Manufacturers 
Association; Chickering & Gregory, by C. Ra.yden Ames, Edward P. 
Nelsen, and Allan J. Thompson, Attorneys at Law, for san Diego 
Gas & Electr~c Company; Paul Chitlik, for himself; Downey, 
Brand, Seymour & Rohwer, by Richird R. Gra~, Attorney at Law, 
for General Motors Corporation; w. E. Eml.c , Deputy City Attorney, 
and Vernon 'E. Cull\lm, for City of tong Beach; Graham & James, 
Boris H. UkUsta, DaVid J. Marchant, and Jerome J. Suich, by 
Clifford Brown, Attorney at Law, for california Hotel & Motel 
ASsociatl.on, Western Mobilehome Association, and Collier Carbon 
& Chemical Corporation; Henry F. Lip'?-ittz II. Attorney at Law, 
for California Gas ProducersAssociation; William L. Knecht, 
Attorney at Law, for California Association of Utib .. ty ~re
holders; Robert T .. KIle. for Kyle Associates, Inc.; Allie G. 
Latimer, General COunsel, and Spence W. Perry, Assistant General 
Counsel, by John L. Mathews, Attorney at Law, for United States 
Administration of Genera! Services on behalf of the Federal 
Executive Agencies; Julius H. Lubin, for National Association 
of Retired Federal Employees; Gregory C. O'Brien, Jr .. , Attorney 
at Law, and John O. Russell, for thetOs Angeles Department of 
Water and Power; James M. Phillippi. for himself; B~ Pines, 
City Attorney, by Ea Perez, Deputy City Attorney, for City of 
Los Angeles; Robert w. Russell, by Manuel Kroman, for Department 
of Public Utilities & Transportation, City of LOs Angeles; 
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APPENDIX A 
(Page 2 of 2) 

LIST OF APPEARANCES 

Interested Parties: (Continued) 

" 

Howard Ryan, for Alliance for SUr.1ival; Allen B. 'tt."~tr~r, 
Attorney at Law, for University of california.; Whe n & 
Markman, by Martin E. V1helan and James 1.. Markman, Attorneys 
at Law, for 1:ehachipi-C-...uumings County Water Distnet; 
John W. 'Witt, City Attorney, by William S. Shaffran, Deputy" 
City Attorney, for City of San D~ego; and fol1in E. Woodbury, 
Robert J. cahall, William E. Marx, and H. Robert Urnes, by 
Carol B. Henningson, Attorneys at Law, for SOuthern Cil1fo:rnia 
Edison COmpany. 

Commission Staff: Maxine C. Drema.nn and James T. Quinn. Attorneys 
at Law, and Bertram PatriCk. 
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Southern Cali'torn1a. Gas Ccmpe:c,y' 

General Na.tural Ge.s Serv1ce OR GM* 

Monthl1 customer ChArge •••••••••••• $ 3.10 $ 3.l0 

Li'teline Re.te:: 
First 21 therms, per them ....... 14.39l¢ 
First 26 therms, per them •••••• l4.39l¢ 

Non-Lifeline Rates: 
First 21 ther.ms, per them •••••• 15.561 
First 26 therms, per them •••••• l5.561 
Next 54 thems, per them •••••• 15.561 
Next 59 therms, per them •••••• 15.561 
Next 50 thems, per therm •••••• 17.061 17.061 
Next l70 therms, per them ....... 18.561 18.561 
Over 300 therms ~ per them ........ 19.5ll 19.5ll 
All usage, per ther.m ••••••••••••• 

GS* GWR 

$ 3.l0 $ 3·10 

-
14.391¢ 

15.561 
15;.561 -
17.061 
18.561 
19.5ll -

19.511~ 

* !'he n'l.'lmber ot therms in eaeh 'bloek sball 'be mu:J.tipl1ed 'by the ntzm'ber 
of qualified muJ.ti-temUy dwoJ.J.iDg reddentie.l =1ts. A 10'% diseoant 
applies to all usage billed Sot 11:!'e1ine ra.tes on Sehedu:J.e OS only. 

Street and Outdoor Li5!:tinS Naturol. Ga.s Servicez Schedule G-~O 

1.99 2.00 2·50 3.00 4.00 5.00 7.50 
Ho\U'ly Le.mp Rating-- or to to to- to to to 
Ct.1.Ft. per HO\U' Less 2.50 3.00 4.00 5·00 7.50 10 .. 00 

Per :t.c.mp, Per Month $2.48 $3.02 $3.58- $4.25 $5.05 $6.15 $7.74 

Over 
10.00 
C?/rm 

$0.94 
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Southern Cs.liforn1a Ge.s Compe.ny 

."" 

All usage per ther.m, per ~eter per month •••••••••••••••••••••• 

Commercie.l and Industrial Sch~ules, G-50, G-SOT and G-53T 

All usage per the~, ~ meter per m~th...................... 20.5ll¢ 

G-45 
M1n1mum Charge, per meter per m~th ••• $ 7.00 
cumulative Almua.l Minimum CbArge •••••• $84.00 

Utility Electric Genera.tion? Sched.1Jle 0...58 

G-50 

$ 100 .. 00 
$1,200.00 

G-5OT G-53t 
$l6,000.00 $l6,000.00 

Per ~on Btu •••••••••••••••••••••••••••••••• ····_ •• •••••••• 205·llt 

~olesoJ.e Na.t\U"8.l Ga.s Service 

Sch~ule G-6O 
Monthly DemtUld Charge #" 

per Mct of D~ '71;~ 
Contrs.ct Demand .............. $ 

Commodity Charge, per them.. l4.467¢ 
YJ,nimum.A:cnWlol Che.rge for "Hctlf~ 

Additional. Peaki.ng :Demand •• $a~ 

-:lA4-

Scbedule G-61 


