. PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

:NERGY DIVISION RESOLUTION G-3229
. DECEMBER 3, 1997

RFSOLUTIO\I G-3229. SOUTHER"ir CALIFOR\IA G‘\S CO\‘IPA\\'
(SOCALGAS) REQUESTS APPROVAL OF TARIFF REV ISIO\S

IMPLEMENTING ITS BASE RATE PERFOR\!AI\CF BASED
RATEMAKING MECHANISM. SOCALGAS® AD\'ICE LETTER 2617, AS
REVISED BY ADVICE LETTER 2617 A, lS APPROVED

SOCALGAS RFQUESTS APPRO\’AL Ol‘ RE\’ISIO\'S TO TS -
REVENUE REQUIRE\IEVT AND RATES EFFECTIVE JA\‘UAR\' 1,
1993 SOCAL(‘AS' ADVICE LETTER 2633 A IS APPRO\'FD

BY AD\'ICE LETTFR 2617, FILFD AUGUST 15 1997, AND ADVICE
LETTER 2617-A FILED OCTOBER t, 1997, AND ADVICE LETTER -
2633, FILED OCTOBER 1, 1997, A\D ADVICE LETTER 2633-A, FILED
OCTOBER 9, 1997. '

SUMMARY

1. This Resolutién apptoves rev istons to the tari(Y of Southem California Gas Compan)
(SoCalGas) filed with Advice Letter (AL) 2617, as modified by AL 2617-A. This
Resolution also approves revisions to SoCalGas’® base rate revenue requirements and rates

" as submitted with AL 2633-A. The 1998 PBR authorized base rate ru.mm. (¢équircment
is $1,342,274,754.

2. AlLs 2617 and 2617 A revise ¢ SoCalGas® tariffs in compliance with Decision No. (D.)
97-07-054, which adc-pled a performan¢e-based ratemaking mechanisim (PBR) for
SoCalGas. The tariff révisions proposed in AL 2617 and AL 2617-A e\plam how
SoCalGas will implement the adopted PBR.

3. AL 2633 pr‘dvide_d SoCalGas' calculalidn of its 1998 base rate revenue requirement
and sets forth the rates which incorporate the 1998 PBR revenue requirement, using the
PBR indexing and adjustnient mechanism adopted in D.97-07-054 and methods proposed
in AL 2617 and AL, 2617-A, e\c;pt for one item. AL 2633:A corrected the inflation
factor used in the PBR formula to, mcorpOrale the normiatization of the three escalation
componcnts USt.d to ¢alculate the Gas Utility Price Index (GUPI) SoCalGas mdwales '
that AL 2633-A replaces in its entirely AL 2633,
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4. SoCalGas requested that the ALs 2617 (as modified by AL 2617-A) and AL 2633-A
be approved effective January 1, 1998,

5. Southem California Edison Company (SCE) and the Oftice of Ratepayer Advocates
{ORA) protested AL 2617 on a variely of issues. In AL 2617-A, SoCalGas reports that it
met with these two parties and was able to resolve all of the outstanding issues. AL
2617-A describes all of the proposed revisions to AL 2617 which resulted from the
discussions. SoCalGas also states that “ORA and Edison have authorized SoCalGas to
state that they withdraw their protests.”

6. No protests were subsequently received to AL 2617-A.

7. No protests were received in response to AL 2633-A.

BACKGROUND

1. SoCalGas® base rate PBR was adopted by the Commission in D.97-07-054. Ordering
Paragraph 3 of that decision ordered SoCalGas to file within 30 days of the efiectivé date
of the order an advice letter to implement the PBR. AL 2617 was filed on August 13,
1997 in compliance with that ordering paragraph. Ordering Paragraph 3 states that the
filed advice letter *“will be subjéct to approval by means of a resolution.”

2. SoCalGas fequests that the PBR tanift revisions attached to AL 2617, as modificd by
AL 2617-A become effective on January 1, 1998.

3. Ordering Paragraph 7 of D.97-07-054 orders SoCalGas to file on October 1# of each
year an advice letter which will implement the annual PBR rate adjustment for the
following year. ALs 2633, filed on October 1, 1997, and 2633-A, filed on October 9,
1997, were filed in compliance with that ordering paragraph.

4. D.97-07-054 adopted a 1996 base margin 0f $1,315,341,000.

5. SoCalGas AL 2609 was filed on July 23, 1997. With that AL, SoCalGas
implemented the revenue requirement adopted by the Commission in D.97-07-054,
adjusted to reflect the 1997 cost of capilal adopted in D.96-11-060, and the rates effective
August 1, 1997. The 1997 revenue requirement set forth by SoCalGas in AL 2609 is
$1,315,333,000. AL 2609 went into effect on its own motion, with an eﬂech\e date of
August 1, 1997,

6. SoCalGas AL 2614 was filed on August 4, 1997. With that AL, SoCalGas filed
revisions 1o its tariff schedules in compliance with D.97-08-062. In D.97-08-062, the
Commission adopted the rental method for cost allocation within SoCalGas® core ¢lass.
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The rates set forth in AL 2614 refltect the base margin adopted in AL 2609. AL 2614
went into effect on its own motion, with an effective date of August 7, 1997,

7. The rates set forth in Al 2614 are the rates which are being revised by AL 2633-A to
relloct the 1998 PBR revenue requirement.

NOTICE

1. Public notice of ALs 2617, 2617-A, and 2633 was made by publication in the
Commission calendar, and by SeCalGas mailing copies of the filing to interested parties,
including other utilitics, governmental agencies, and the service list to Application No.
95-06-002. :

PROTESTS

1. SCE filed a protest to AL 2617 on September 4, 1997, SCE protested the tollowing
provisions of SoCalGas’ proposed tariff contained in AL 2617: the escalation factor used
in the indexing mechanisn, the definition of the number of customers used in the
indexing mechanism, various issues related to the Z-factor, tinancial sharing, negotiated
core pricing, and monitoring and evaluation.

2. ORA fited a protest to AL 2617 on Septeniber 3, 1997. ORA protested the following
provisions of SoCalGas® proposed tarifl tanguage: the use of connected meters rather
than actual custonters in its ¢alculation of bas¢ margin per customer, the use of forecasted
growth rates per connected meter rather than actual custoniers when updating base
margin, the requirement that ORA notify the Commission and SoCalGas of the identity
of proposed Z factors, the explanation of Z-factor accounting, certain language related to
DSM programs, and language refated to core pricing flexibility.

3. On September 1 i, 1997, SoCalGas responded to both protests on all of the above
issues, indicating that the ORA and SCE protests should be denied except in those limited
and specitic circumstances in which SoCalGas had noted agrecment.

4. On October 1, 1997, SoCalGas filed AL 2617-A. SoCalGas states thal, as a result of
discussions held with SCE and ORA, the parties have been able to resolve all of the
outstanding issues, and SoCalGas agreed to revise its tarifY, as described in AL 2617-A.
SoCalGas further states that “ORA and Edison have authorized SoC«.lGas lo state that
they withdraw their protests.”

5. On October 2, 1997 Edison filed a letter with the Comlmf.smn stating that it had
withdrawn its protest to Al 2617.
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6. The Encrgy Division verbally confirmad with ORA that ORA had withdrawn its
protest to AL 2617,

7. No protests were subsequently received to AL 2617-A.

8. No protests were received to Al 2633 or AL 2633-A.

DISCUSSION

1. Asaresult of discussions between S0CalGas, SCE, and ORA, the parties have been
able to resolve all of their disagreements related to AL 2617, and SoCalGas states that it
revised its proposed tarifl in accord with that resolution, as shown in AL 2617-A.

2. The Encrgy Division has reviewed AL 2617, the protests, SoCalGas® response 16 the
protests , and AL 2617-A. The Energy Division agrees that the tanf¥ langnage in AL
2617, as modified by AL 2617-A, is in compliance with D.97-07-054.

3. The 1998 PBR revenue requirement adjustment calculated i n AL 2633-Alisan
increase of $26.9 million over SoCalGas® current base margin of $1,315.3 million.

4. The increase in revenue requirements is based on the formula adopted by the
Commission in D.97-07-054. That formufa adjusts the PBR authorized fevenue
requirement per customer by an productivity factor and for inflation. The authorized
revenue requirement per customer is then multiplied by the forecasted numbet of
customers for 1998. The revenue requirement will be trued-up to account for the actual
average number of customers when SoCalGas files its Sharable Earnings filing.

5. SoCalGas, ORA, and SCE agreéd that the number of customers is defined by the
number of active melers.

6. SoCalGas, ORA, and SCE agreed that the number of customers forecast in the annual
update will be determined by increasing the recorded number of active meters in June of
the previous year by a custonier growth factor, where the customer growth factor is the
ratio of the number of active meters in June of the current year to the number of aclive
meters in June of the previous year.

7. AL 2633 calculated an inflation factor to be used in the 1998 PBR update formula of
2.62%.

8. The inflation factor calculated in AL 2633 did not incorporate the riorinalization of
the thre¢ escalation components used to calculate the GUPL. The normalization of these
three escalation components was on the issues agreed to by SoCalGas, SC E, and ORA,
and discussed in AL 2617-A.




Resolution G-3229 Docember 3, 1997
SoCalGas AL 2617 and 2617-A'tam
SoCalGas AL 2633-Aftam

9. The revenue requirement calculated in AL 2633-A includes an inflation factor which
incorporales the normatization of the three escalation components. The inflation factor
calcutated in AL 2633-A is 2.56%.

10. The Encrgy Division has reviewed AL 2633-A and its associated workpapers. The
Encigy Division finds that the 1998 revenue requirements proposed thereinare -
appropriate, in compliance with D.97-07-054, and conform to the language contained in
AL 2617, as modified by AL 2617-A.

11. The Energy Division reviewed the rates calculated by SoCalGas and did not discover
any apparcent €rrors.

12. SoCalGas notes in AL 2633-A that “additional rate adjustments are expected to be
authorized by the Conuitission prior to the end of this year, such as SoCalGas® annual
BCAP Balancing Account Upda!es and proposed changes to DSM, DAP, and DSM -
Incentives. After the Commission issués a rulmg on each of these rate matters, SoCalGas
will file an advice letter, including appropriate tarifi schedules, to conselidate all of the
rate changes resulting ftom the above-mentioned Commission actions.”

FINDINGS

I. SoCalGas® AL 2617 was filed on August 15, 1997 proposing tarifl revisions which
explain how SoCalGas will implement its adopted base rate PBR, in compliance with
D.97-07-054.

2. Protests to AL 2617 were received from ORA and SCE on September 3, 1997 and
September 4, 1997, respectively.

3. SoCalGas filed a reply to SCE and ORA on September 11, 1997, staling that SCE’s
and ORA’s protests should be denicd except in those limited and specific circumstances
in which SoCalGas had noted agreement.

1. With AL 2617-A, filed on October 1, 1997, SoCalGas states that as a result of
discussions with ORA and SCE, the parties had been able to resolve all of the outstanding
issues, and that SCE and ORA had agreed to withdraw their protests.

5. SCE and ORA have withdrawn their protests to AL 2617.

6. The tariff revisions filed with AL 2617, as modified by AL 261 ’}-:\, are in compliance
with D.97-07-054,

7. SoCalGas’ AL 2631 was filed on October 1, 1997, propdsmg 1998 revenue
requirements calculated using the PBR methodology adopted in D.97-07-054 and lhe
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methods agreed to by SoCalGas, ORA, and SCE, discussed in AL 2617-A, except that
the calculation of the inilation factor did not incorporate the normalization the three
escalation components.

8. AL 2633-A corrected the inflation factor calculated in AL 2633 by incorporating the
normalization of the three escalation components used to calcutate the GUPL ’

9. The revenue requitements calculated in AL 2633-A are in compliance with D.97-07-
054 and the tarifi revisions provided for in AL 2617, as modified by AL 2617-A.

10. D.97-07-054 requires that AL 2617 and AL 2617-A be subjeél to approval by means
of a resolution.

11. No protests were received to AL 2617-A or AL 2633-A.
12. AL 2617, as modified by AL 2617-A, should be apptoved.

13. AL 2633-A should be approved. The 1998 SoCalGas authorized PBR basé rate
revenue requirement is $1,342,274,754. ' ,

THEREFORE, IT IS ORDERED THAT:

1. AL 2617, as modified by AL 2617-A, is approved. The tariff revisions submitted by
SoCalGas in AL 2617, as modified by AL 2617-A, arc approved.

2. AL 2633-A is approved.

3. The 1998 authorized PBR base rate revenue requirement for SoCalGas is
$1,342,274,754.

4. SoCalGas shall file an Advice Lelter on or before December 29, 1997 to ¢onsolidate
all of the appropriate 1998 rate changes. The Advice Letler shall be effective January 1,
1998.

5. This resolution is eftective today.
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1 hereby ¢e mf) that this r¢ solullon was adopted by the Public Uulmes Commnsxqri al its
regular meeting on December 3, 1997, The following Commissioners approwd it

WESLEY FRAQNKLIN
Executive Director

P. Gregory Conlon, President
Jessie J. Knight, Jr.
Henry M. Duque
Josiah L. Neeper -
Richard A. Bilas
Commissioneis




