PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

COMMISSION ADVISORY AND "~ RESOLUTION G-3191+¢
COMPLIANCE DIVISION : JULY 17, 1996

RESOLUTION

G-3191 SOUTHERN CALIFORNIA GAS COMPANY
(SOCALGAS) REQUESTS APPROYAL OFITS
NATURAL GAS VEHICLE (NGY) TARIFFS AND
PROCEDURES FOR ITS SIX YEAR LOW EMISSION
vnmcn E PROGRA\I

BY AD\‘ICE LF’I'I‘ER 2470 FILED ON JANUARY 10,
1996.

SUMMARY

1. Southern Califommia Gas Company (SoCalGas) seeks approval of its tariff rates and
procedures for its Natural Gas Vehicle (NGV) program. These rates are specifically for
compressed and transported uncompressed natural gas for motor vehicle use. Addmonally,
SoCalGas seeks approval 6f an arrangemenl where its shareholders receive the benefits of the
incremental gas throughput attributable to NGVs put in séivice after December 1995,
(Ratepayers receive the benefits of incréased throu ghput for NGVs plaéed in servi¢e before
December 1995.) SoCalGas also secks approval to book in its NGV balancing account unpaid
rebate commitments to NGV customets.

2. Decision (D.)95-11-035 approved ratepayer funding for various components of the utilities'
low-emission vehicle (LEV) programs. The decision also ordered the utilities to file advice
letters with the appropriate tariffs to comply with the decision. SoCalGas states that Advice
Letter No. 2470 is its compliance filing for D.95-11-035.

3. SoCalGas' Advice Leltc:‘ No. 2470 was protested by the Weslem States Petro]c.um
~ Association (WSPA) and the Dnvmon of Ratepayet Advocates (DRA) on the geounds that the -
- gas lhroughpul benefits proposal is unsupported and inappropriate for an advice letter ﬁhng .
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4. This resolution amends in part SoCalGas® advice letter. SoCalGas® filed rates for
compressed natural gas for motor vehicles are not in compliance with D.95-11-035. SoCalGas’®
request to split the benefits between sharcholders and ratepayers for the additional gas throughput
is accepted. SoCalGas® request for establishing a memorandum account for the unpaid rebate
commilments is approved.

3. SoCalGas shall file compliance tarilfs in accordance with the discussion herein which
convert its tariffed compressed NGV rate from a market design to a direct and fully allocated cost
of service design, to be effective August 1, 1996.

BACKGROUND

Commission LEY Policy

1. D.93-07-054 authorized utilities to file applications for ratepayer funding for their LEV
programs. SoCalGas submitted Application 93-11-004, which argued that ratepayer funding for
its NGV program should be approved because the potential increase in gas throughput
atiributable to the program would lead to a net savings for ratepayers. SoCalGas requested
approximately $144 million in ratepayer funding for its NGV program.

2. InD.95-11-035, the Commission found that SoCalGas failed to demonstrate that its various
NGV programs would increase throughput in a manner that would make the programs beneficial
to ratepayers. However, the Commission authorizéd a total of $35.5 million in ratepayer funds
for various subcomponents of SoCalGas' NGV program. Only those subcomponents which met
the Commiission LEV Gmdc.llnes (D.93-07-054) and applicable state and federal statutes were
approved for ratepayer funding. The LEV Guidelines required that utility LEV programs must
have direct ratepayer benefits in the form of safe, reliable, efficicnt or cost-effective service. The
decision prohibited use of ratepayer funds for LEV promotional or markeling efforts, but it
encouraged utitity sharcholders to engage in markeling activitics preferably in subsidiaries.

3. D.95-11-035 also found that the present rates charged by gas utilities for natural gas service
in their pilot projects were not designed to recover the full cost of service. They were priced (o
make natural gas competitive with other cléan fuel options. The decision ordered the utilities to
raise graduvally their compressed NGV rates so that by January 1, 1997, they would reflect the
direct and fully allocated cost of service.

4. D.95-11-035 specifically prohibited ratepayer funding for in¢entive or rebate programs
designed (o spur the development of an LEY markel. SoCalGas arbund that prior to the release
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of the proposed decision, it had entered into a number of business commitiments with NGV
customers assuming the Commission would approve ratepayer funding for cash rebates to these
customers. Tha proposed AL decision on this issue has been maited,

Advice Letter No. 2470

5. D.95-11-035 ordered SoCalGas o file revised tariffs to be consistent with policies and
findings in the LEV decision. On Janvary 10, 1996, SoCalGas filed Advice Lettér No. 2470 to
Comply with D.95-11-035. Advice Letter No. 2470 requests three distinct things: (1) approval of
SoCalGas' revised rates for compressed, uncompressed and transported ¢ustomer-owned natural
2as for motor vehicles, (2) a proposal to distribute increased gas throughput revenues from the
NGV program to both ratepayers and sharcholders, and (3) authorization to book into SoCalGas'*
NGV balancing account unpaid rebate commitments 1o NGV customers.

Proposed NGV Rates

6. SoCalGas proposcs to raise its compressed NGV tariff rate from its present $0.59409 per
therm 16 $0.63683 per therm. SoCalGas notes that its compressed and uncompressed rates are
presently indexed to the wholesale price of unleaded gasoline. As the price of gasoline changes,
so does its compressed and uncompressed rates. SoCalGas' rate design also has one floor rate to
cover the cost of intrastate transmission. SoCalGas proposces to increase this f1oor rate from
$0.05 per therm to $0.06 per therm to reflect the long-run marginal cost of intrastate -
transmission. SoCalGas proposes to add another Noor rate of $0.35 per therm to recover the full
cost of compression. (Presently the compression rate is reduced as the price of gas falls to
maintain a fu¢l discount.) The floor rates will be subject to review in $6CalGas' BCAP.
SoCalGas states "in the event gasoling prices remain sufficiently high, the transmission and
compression margins will be allowed to increase by the same amount so the NGV fuel discount
reniains at twenty-six cents per gallon.”

Proposed Throughput Reveaue Sharing

7. SoCalGas proposes that all NG Vs in service as of December 1995 are atlributable to
ratepayer funds (some NGVs attnibutable to ratepayer funds are not yet in service, but have also
been accounted for). SoCalGas then developed compressed and uncompressed gas throughput
"profiles” which project the amount of natural gas usage of the ratepayer-funded NGVs. The
profile is based on two key factors: the vehicles® annual average use of natural gas, and their
probable years of service. SoCalGas clainis that the gas usage calculations are based on billing
records at their refueling stations, and the life expectancies of the vehicles are based on industry
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publications, trade associations, and interviews with fleet adminisirators.

8. If approv ¢d by the Conwnission, SoCalGas® throughput profiles become the bases for
determining how to split the throughput tevenues between sharcholders and ratepayers.
SoCalGas proposes different methods for distributing the throughput for the compressed and
uncompressed natural gas. For the uncompressed natural gas, if actual throughput exceeds the
amount of “profiled” throughpat, the increntental amount would be identificd as altributable to
sharcholder marketing efforts and the revenue attached to that inctement would go to the
sharcholders. For example if the profiled throughput for 1996 was set at 2.7 million therms, and
actual throughput for 1996 was 2.8 million therms, shareholders receive the revenues based on
uncompressed margin for .1 million therms of throughput.

9. While not stated explicitly in its advice leiter, SoCalGas acknowledged in subséquent
mcelings with CACD that actual uncompressed throughput may not reach the profiled amount
for a varicly of reasons (the profiled NGVs may not last as long as expected, or may not use as
much natural gas as expected). Regardless of the reason, SoCalGas will not adjust the
throughput profile downward to reflect these factors. In other words, ratepayers will receive the
revenues calculated from the throughput profiles even if the actual throughput does not reach that
amount. Using the same example as above, if the actual throughput for 1996 was 2.5 million
therms, the ratepayers still receive revenues based on 2.7 million therms (the profiled amount).:
SoCalGas calculated the total amount of revenue for all NGVs altribuled to ratepayers to be
$15.031 million and would extend to 2009 (sec atachment A). Included in this amoéunt is $2.856
mitlion from compressed margin over a six year périod. This figure is based on a margin of
$0.15therm. The remaining $0.20/therm of the $0.35 compressed rate covers the ongoing
operation, maintenance, and direct administrative and general expenses for the refueling stations.
Station expenses above those authorized for recovésy in the $0.20/therm rate over the profiled
throughput are the responsibility of SoCalGas® shareholders until the stations are sold.

10. On April 29, 1996, SoCalGas responded in writing to a CACD data request. SoCalGas'
response noted that for compressed natural gas, the ratepayers receive all revenue up to the
throughput profile. SoCalGas continucd “In addition, all compression margin (the incremental
difference between the compressed rate and the transportation rate) front the stations to be
divested in the six year span will f1ow to the ratepayers, even if it exceeds the throughput curve
specified in Advice Letter 2470. 1f actual lhroughpul is less than the profiled amount the
ratepayers still receive the revenues based on the profiled amount. This arrangement will goon
until the refucling stations are sold. At that time, the station buyer, as opposéd to the ratepayers,
begins to reap the compression margin. SoCalGas is sellmg all of its refueling stations to comply
with D.95-11-03$, and has no intention of building or ln\csllng in new onés. The ratepayers
receive 75% of any gain or loss from the sale. Because it is not known when the stations will be
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sold, it is difficult to estimate the amount of ratepayer revenue attributed to the compressed gas
throughput ¢ither from existing vehicles on the road or incremental vehicles associated with
SoCalGas marketing ¢ffort or othenwise.

Unpaid Rebate Commitnents

11, SoCalGas l't(]Ut sts authorization to book into its NGV balancing account the unp:ud rebate
commitments it made with NGV customers. According to SoCalGas, these commitnients were
made prior to the Commission's proposcd decision which deaied rate payer funding for NGV
rebates. S0CalGas clarificd that it only sceks the establishment of a memorandum or tracking
account for these items, so that it would be able to account for the funds if and when the
Commission made a final decision on them.

NOTICE

Public notice of AL 2470 was recorded in the Commission's calendar on Jaﬁuar)' 24, 1996, and
by mailing copics of the filing 16 all parties on the service list for 1.91-10-029 (LEV Oli).

PROTESTS

l.  CACD reccived two protests 1o AL 2470. The Westem States Petroleum Association
{(WSPA) and the Division of Ratepayer Adv ocates (DRA) filed protests on January 30, 1996.
Both WSPA and DRA oppose SoCalGas' proposal to allocate the benefits of the increased gas
throughput t0 its sharcholders for NG Vs in service after December 1995, They note that the
proposal presunies that the increased thréughput is attributable (o shareholder-funded
promotional activity. WSPA and DRA argue that increased gas throughput from future NGVs is
altributable to previous ratepayer invéstnient in the NGV infrastructure and RD&D, and othet
economic factors. WSPA recommends that SoCalGas' ratepayers should be allocated the

- benefits of any increased throughput until their prior investment is fully recovered. DRA
contends that SoCalGas' proposal is unsubstantiated and should be the basis for a formal
application.

2. WSPA and DRA also oppose SoCalGas' request to book the unpaid rebate commitments.
Both partics argue that this matter will be resolved by the assigned ALY in an upcoming hearing.

3. Both parties eccommiend rejection of SoCalGas' advice letler.

4. SoCalGas filed a response Lo WSPA and DRA on February 6, 1996. SoCalGas fotes that
the Commission has nét, in its LEY Decision or in any previous order, conditioned expenditure
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of ratepayer funds in SoCalGas' NGV program with a requirement that ratepayers be repaid in
full. SoCalGas also notes that the Commiission found that projected benefits from the NGV
program were too speculative. Therefore, SoCalGas argucs that the Commission did not expect a
"full refund” for ratepayets.

5. SoCalGas also argues that WSPA's and DRA's assertion that inceeased throughput is
altributable to factors other than SoCalGas' marketing ¢ffort is factually incomect, and that
promotional efforts on the part of the utility are necessary in order for NGV's to compete in the
alternative fuels market.

6. SoCalGas submits that its proposed meitned is a fair and simple way of splitting the
potential !hroughpul Under its proposal, the increased throughput attributed to ratepayers is
based on a profile that projects the natural gas consumption and the expected life of the NGVs in
service before Docember 1995, Regardless of whether the vehicles serve their expected lives, or
us¢ the expected amount of gas, SoCalGas propases s that the ratepayers will receive the gas
throughput profile before shareholders reccive any benefits. -

7. Finally, SoCalGas siates that the Protestants misuaderstood SoCalGas® request to book the
unpaid rebate commilmeats as an attempt to get Commission approval abseat a hearing.
SoCalGas clarified that it is secking approval of a tracking or memorandum account for the
unpaid rebates so that it will be able to record the expenditures if approved by the Commission.

DISCUSSION

SOCALGAS' PROPOSED NGV RATES

l. Noone protests SoCalGas' NGV rate {ilings. SoCalGas’ proposal inserts a floor rate in its
rate desiga for compressed natural gas. D.95-11-035 notes that the conversion from a market-
based rate to a full cost rate should be gradual, but implemented by January 1997,

2. Inapproving this program today, SoCalGas is ordered to move to full cost of service-based
rates to discontinue the subsidy to NGV users at the expense of ‘the general body of ratepayers.
Such a subsidy would be contrary (0 the policy of this resolution.  SoCalGas is to file
compliance tariffs to be effective August 1, 1996, that set the uncompressed rate equal to
$0.1369therm. This rate is based on the fully allocated costs reflected in SoCalGas® most recent
BCAP application, A.96-03-031. The compression component of the tariff is to be set at
$0.35/therm. These rates may be adjusted prospéctively based on a final Commission decision i in
SoCalGas' BCAP application scheduled for later this year.
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SOCALGAS' PROPOSAL TO DISTRIBUTE THROUGHPUT REVENUES TO
RATEPAYERS AND SHAREHOLDERS

3. The LEV decision rejected a basic premise underlying SoCalGas® initial application: that
ratepayes funding for an ambitious NGV program is justified because ratepayers would benefit
from the savings attributed to the projected increase in gas throughput. Specifically, the
Commission found that the projected gas throughput could not be linked to any panticular NGV
program, and that the poteatial throughput was speculative, leaving ratepayers with the risk that
the program costs would not be reimbursed. It also found that it was unrealistic to assume that
all the benefits of increased throughput would flow to ratepayers. (Findings of Fact 55, 57, 59, 60
and 61.) In ¢sserice, the Commission determined that any petential gas throughput from the NGV
program carried too many unknowns for ratepayers to fund the entire NGV program.

4. The SoCalGas proposal in Advice Letter No. 2470 is the implementation of the gencral
policics of the LEV decision discussed above. In keeping with the spirit of the decision,
ratepayers réceive the benefits of the forecasted throughput for carrying all of the initial risk.
SoCalGas proposes that the sharcholders receive benefits for sharing the risk (for their marketing
efforts). While the original application was made premised on the rat¢payers receiving all
benefits of the projected throughput, it was also premiscd on the ratepayers funding the full cost
of the progeam. Since, the expenditure of funds for marketing is not being absorbed by the
ratepayers, it is only reasonable to allow the sharcholders to recover this risk by sharing in the
benefits.

5. SoCalGas submits that the Commission established & policy for shareholder involvement in
low-emission vehicle programs in D.95-11-035. On page 14a, the Conmunission states, "Where
direct benefits to caplive ratepayers are insufficient to support ratepayer funding of utility
ventures, utilities are strongly encouraged to undertake new market activities of a broader scope,
but should do so at sharcholder expense, preferably in separate utility affiliates.” This statement
approves shareholder involvement in LEV programs and implies that the throughput revenue
sharing as proposed by SoCalGas is acceplable.

6. Inresponse to the protests, SoCalGas states that the Commission has nol, in its LEV
Decision or in any previous order, conditioned expenditure of ratepayer funds in SoCalGas' NGV
program with a requirement that ratepayers be repaid in full. We believe that Commission
silence on the issue does not imply that ratepayers should not be made whole for their prior
investment in utility NGV progtams. On the contrary, we recall that SoCalGas argiied
throughout the LEV proceeding that ratepayer investment ($144 million) for its NGV programs
was justified precisely for the reason that ratepayers would be madé whole and more (D.95-11-
035 p. 69). We believe that ratepayer invéstment in SoCalGas® pilot NGV program and
subsequent bridge funding (refueling stations, RD&D, administralive program costs, etc.) will be
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instrumental in future gas throughput and should be refunded, to the extent possible, through thc
increase in gas throughput revenues as described below,

7. SoCalGas argues further that the Commission found that projected benefits from the NGV
program were too speculative. Therefore, SoCalGas concludes that the Commission did not
expect a "full refund” for ratepaycers. SoCalGas' argument takes the Commission finding out of
context. The Commission made its finding in vicw of SoCalGas® original proposal to spend an
additional $144 million of ratepayer moncy on future NGV programs (A.93-11-004). We believe
that the Commission did not intend to deprive ratepayers the beacfits of their past funding
(SoCalGas' pilot program and continued bridge funding) by concluding that SeCalGas® projected
NGV throughput was speculative.

Econoniic Factors in the NGV Market

8. SoCalGas® proposal credits gas throughput revenue to sharcholders if the throughput
cxceeds the throughpul profile attributed to ratepayers. We will approve a mcch'\msm that
provides SoCalGas sharcholders the revenue benefits from the uncompre ssed masgin' for all
incremental throughput above the throughput profile attributed to ratepayers. The sharcholder
incentive mechanism is applicable for all throughput altributable to NGVs that are in service by
Decerber 31st of the year SoCalGas terminates its NGV ntarkeling program or the year 2001,
whichever is carlier. Any vehicles put into service after this time will not be attributable to
sharcholders and will not be part of the incentive sharing mechanism we establish here. The
underlying assumption of this proposal is that incteases above the throughput profile are solely
attributable (6 the marketing efforts of SoCalGas® sharcholders. We agree with the Protestants
argument that there are other economic factors, independent of marketing and promotional
efforts by SoCalGas, which could increase gas throughput for the NGV program. The following
economic factors have been identified:

(a) The Protestants note that there are federal mandates which require fleet operators o
purchase alternative fuel vehicles to meet certain emission standards. Such
mandates would contribute to throughput without a marketing or promotional effort
on the part of SoCalGas. While it is true that the Nationa! Encrgy Policy Act of
1992 (EPAct) docs not necessarily require the use of natural gas as an alternative

' The uncompressed margin based on the uncompressed rate approved in this resolution is
approximately $0.024. This is based on an uncompressed rate at $0.1369/thenn. The uncompressed
margin is calculated by removing the PITCO/POPCO Transition cost at $0.0119therm, ITCS costs at
$0.0042/therm, Miscellan¢ous Balancing Accounts at $0.0164/thenn, Pipeline Demand Charges at
$0.0419/thern, and rent on the distrbution and transmission system at $0.03858/thenin.
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fucl 1o satisfy its requirements, natural gas as a vehicle fuel is a competitive option.

Another potential factor affecting the NGV market are the prices of competitive
alternative fuels. I the price of reformulated gasoling rises, that may add further
incentive for flect operators o switch to NG Vs with very little promotion needed.
SoCalGas notes that its current NGV rate design is indexed on the price of
wholesale gas which means that rises in gas prices will lead to rises in natural gas
rates. However, the Commission ordered all the gas utilities to redesign their NGV
compressed rates so that the rates reflect the dicéct and fully allocated cost of
service by January 1997. In approving Advice Letter No. 2470 we accelerate this
time for SoCalGas compliance to August 1, 1996.

SoCalGas argued throughout the proceeding that natural gas refueling stations were
the key to a viable NGV market and has used sigaificant amounts of ratepayer
funds to build such stations. (Ratepayer funds were used for other NGV programs
as well such as RD&D and program administration.) Regardless of whether the
slations arc sold off (as directed by the Commission), their existence is critical to
the viability of an NGV market (as argued by SoCalGas in the proceeding.) It is
conceivable that if the NGV market has early modest success, third partics
enlreprencurs of fleet owners may build their owa compression stations to enter the
market. Under this scenario an NGV market may thrive with litile or no
promotional or marketing efforts needed.

9. Inresponse to the Protestants, SoCalGas states that sharcholder marketing efforts are
necessary fot increased gas throughput in the NGV market although it never <poaﬁes of commiits
(o any level of sharcholder funding. .

10. Any combination of the economic factors mentioned above could cause stimulation of the
NGV market. If factors otficr than SoCalGas' marketing efforts cause the throughput profile to

" be exceeded, the ratepayers will receive revenues from the incremental compressed throughput.
We conclude that SoCalGas' throughput sharing proposal leaves ratepayers no worse off due to
the guaranteed revenue stream, and possibly betler off, if the throughput exceeds the profile since
the revenues from the compression margin above the profile will flow to ratepayers until the
stations are sold. In addition, revenues from increased throughput at the fully allocated
uncompressed rate will provide a contribution to system fixed costs and transition costs.

SoCalGas' Throughput Distribution Methodology

1. SoCalGas throughput profiles assume that all NG Vs in service as of Decembet 1995 are
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autributable to ratepayer funds (some NGVs attributable to ratepayer funds are not yet in seevice,
but are also accounted for by SoCalGas). The profiles are bascd on two key factors; the vehicles
annual average use of natural gas, and their probable years of service. QOutside of conducting an
audit, we can not validate the gas usage calculations and the life estimates of the vehicles, nor
can we attest with ceitainty that SoCalGas has accounted for all the NGVs attributed to ratepayer
funds. Howcever, SoCalGas has not been unreasonable in oblaining the information used to
produce the throughput profile. Ratc‘pa)o. rs will be no worse off under the proposed sharing
scheme, and may be better of f than if it were rejected.

Proposed Throughput DistribuliOnMelhodologx

12. SoCalGas estimated the throughput attributable to ratepayer investment and promised that
this amount would go to ratepayers whether or not the projection was actually met. This amount
was $15.031 million. SoCalGas stated that: "If the Commission should approve ratepayer
funding for these [unpaid rebate] commitments, then the benefits from the throughput produced
by these vehicles will be assigned to ratépayees. The amount of the unpaid rebates is $1.8
million.” (Advnce Letter 2470, p.7) Thus, the ratepayers will be guaranleed either $15.031
million if the ratepayer funding is approved, or that amount less revenues from the throughput
produced by the vehicles attributed to those rebates if ratepayer funding is denicd.

13. Any incremental compressed margin above what is used to cover the profiled compressed
throughput will flow solely to ratepayers. (SoCalGas letter to CACD, April 29, 1996, p.5.) If,
in a given year, the actual uncompressed throughput doés not meet the profiled amiount and the
compressed throughput exceceds the profiled amount, the compressed throughput revenues may
not be used to make up the difference for shortfalls in uncompressed throughput. 100% of these
revenues will flow to recovery of ratepayer costs for NGV program.

14. A memorandum account for the profiled revenue will be cleared annually (based on levels
in attachment A). This will insure that compression margin eamed for ratepayers is not used to
make up the difference on uncompressed throughput revenues.

15. The slation capital costs are to be dealt with by the shareholders receiving 25% of any loss
or profit on the sale of the stations and the ratepayers recéiving 75% of any loss or profit on those
sales. (D.95-011-35). This will provide the shareholders some incenlive to maximize the sale
price in those transactions.

16. The concems régarding the reliability of the benchmark chosen by SoCalGas are somewhat
allayed since ratepayers receive the revenue from incremental compression margin,  The
increimental compression margin running 1o the ratepayers in the proposal accounts for the
possible effects of the price of gasoline, federal alternative fuel vehicle mandates, and also
possible third party infrastructure investment. All of these factors operate on the initial ratepayer
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investment making it appropriate for sharcholders to share such benefits with ratepayers. The
benchmark sct by SoCatGas may be too low because of the failure to account for the eftect of
ratepayer investment in RD&D. If so, the ratepayers will recover the portion of those costs
through the incremental compression margin. ~

17.  The proposal represents a true win-win situation where ratepayers are the first to receive
any benefits of throughput due to their initial costs and sharcholders receive the benefit of their
marketing investment. The incremiental compressed margin will mun to the ratepayers and to the
extent that it exceeds the profiled compressed throughput, these revenues will allow ratepayers to
recover their unrecovered pilot and bridge funding costs. In this manner, if throughput exceeds
projected levels for NGV'*s as a result of factors other than sharcholder marketing efforts, the
ratepayers will not lose the opportunity to be held harmlé¢ss for their initial costs. At the same
time, sharcholders will retain the incentive to pursue increased throughput as they will recover
the revenues from the compnssmn margin for throughput above the profiled uncompressed
throughput.

i8. The marketing efforts of SoCalGas are among the factors that might raise the potential
value of the NGV fucling stations. The proposcd revenue sharing structure will allow
sharcholders to benefit from their efforts and at the same time benefit the ratepayers in two ways.
Firs, the ratepayers’ stake in the sale of the refueling stations will be more secure due to the
cfforts of the sharcholders provided they are given the proper incentive to market the NGV
program. In addition, until the stations are sold, ratepayers will benefit by the fecovery of their
initial costs through the compn.ssed miargin in the event that compressed throughput excecds
projected levels.

Booking the unpaid Rebate Comniilments

19. SoCalGas’ request to book the unpaid rebate commitments was clarified to be the
establishment of a memorandum or tracking account to record these potential expenses. The
Commission has not yet ruled on their admissibility, but we find that the establishment of a
memorandum account for these purposes is not detrimental to ratepayers. \We note that if the
Commission allows the rebate commitments to be funded by ratepayers, the throughput curves
established by SoCalGas increase significantly. If the Commission denies ratepayer funding for
the rebates, SoCalGas predicts that its throughput profile will actually be lower than what it
projected. SoCalGas' request is reasonable and should be adopted.

FINDINGS

I. Southern California Gas Company (SoCalGas) filed Advice Letter No. 2470 on Janvary 10,
1996 as ordered by Decision 9511-035. Advice Letter No. 2470 requests: (1) approval of its
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revised NGV tarifl rates, (2) a proposal to distribute inceeased gas throughput from its NGV
program to both sharcholders and ratepayers, and (3) authority to book the unpaid rebate
commitments to a memorandum account.

2. The Western States Petroleum Association and the Diviston of Ratepayer Advocates filed
protests to Advice Letter No. 2470.

3. The Protestants state that SoCalGas' proposal to distribute some of the NGV throughpul to
sharcholders is unsubstantiated and should be rejected.

4 The Protestants also oppose SoCalGas' re quest to establish the unpaid rebate commitments
nkmorandum account because the adnussnbxhly of these commitments will be decidedina
separate hearing.

5. Advice b:ltcr No. 2470 docs not comply with the Commission rate design policy for NGV
rates established in 1.95-11-035 because the w ording contained in the advice letter text does not
clearly demonstrate that the compressed tariff rate will be based on the diréet and fully alloc atcd
cost of service by Janvary 1997,

6. SoCalGas' arguincnl thal ratepayers are not entitled to be made whole for their past

investment in NGV programs is not supported.

7. SoCalGas assumes that marketing and promotional efforts by its sharcholders are the sole
reason for increases to NGV throughput above the calculated ratepayer profile, but is unable to
support this assumption.

8. Federal EPAct mandates have an impact on NGV throughput.

9. The price of competitive alternative fuels, in particular reformulated gasoline, has an impact
on NGV throughput.

10 The presence of refucling stations, constructed with ratepayer funds, have an impact on NGV
throughput.

11, Components of SoCalGas' methodology for distributing uncompressed and compressed gas
throughput for NGVs could not be independently verified. The methodology used by SoCalGas
is not unreasonable and any inaccuracy is safeguarded against by our proposed revenue sharing
structure.

12. SoCalGas' proposal to establish a memorandum account to record the unpaid rebate
commilments is not detrimental to ratepayers.
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THEREFORE, IT IS ORDERED that:
l.  SoCalGas' Advice Leiter No. 2470 is rejected in part and granted in pait.

2. SoCalGas shall filc compliance tariffs on or before July 30, 1996 in accordance with the
Jiscussion herein so that its NGV compressed and uncompressed rates will be based on the direct
and [ully allocated cost of service effective August 1, 1996.

3. SoCalGas will file annual reports with CACD by March 31 of the following year to track
revenues from compressed and uncompressed actual throughput until December 31, 2009.

4. SoCalGas' proposal to split gas throughpul increases from its NGV program between
sharcholders and ratepayers is accepted as clarified in the discussion herein and by Attachment
Al '

5. SoCalGas' request for authority to establish a memorandum account to record the unpaid
rebate commitmeints is approved.

6.  The protests of the Westem States Petroleum Association and the Division of Ratepayer

Advocates are dismissed.
7. This Resolution is effective teday.

1 heeeby cedtify that this Resolution was adopted by the Pubtic Utilities ‘Commission at its regular

meeting on July 17, 1996.

The following Commissioners approved it:
WESLEY FRANKLIN

Exécutive Director

P. GREGORY CONLON
President .
DANIEL Wm. FESSLER
JESSIE J. KNIGHT, JR.
HENRY M. DUQUE
JOSIAH L. NEEPER
Commissioners -




Attachment A ‘ .

Ratepayer Load and Margin
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