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29th DATA REQUEST FROM SOCAL GENERATION COALITION (SCGC-29)

______________________________________________________________________

QUESTION 29.1:

29.1. Regarding the rebuttal testimony of Nasim Ahmed:

29.1.1. At page 1 he states:  “However, SCGC proposes to allocate the transfer of the balances on an average year throughput basis excluding SDG&E’s loads.  In my testimony, I propose to transfer the NGVA and NGV-RDD balances based on the allocation methodology that is consistent with the way the account is currently amortized in rates.  To clarify, the transfer of these balances should be based on the current Commission authorized allocation methodology to amortize the account’s balance in rates.  Per Decision (D.) 00-04-060, SoCalGas is currently authorized to amortize the balances in the NGVA and NGV-RDD on an Equal Cents Per Therm (ECPT) basis excluding SDG&E and EOR loads.”

29.1.1.1. Please describe the differences, if any, between “average year throughput basis” and “Equal Cents Per Therm (ECPT) basis.”  If the two allocation factors are equivalent, please so state.

29.1.1.2. In the SoCalGas CARD model created by “Overton” in 1997 and used to calculate the rates in D.00-04-060 at tab “B” at cells “A134:BC134,” which allocate the NGVA, there is a reference to the allocation factor (at cell BC134) as being “Avg Yr Throughput (Excl SDG&E).”  Please describe the differences, if any, between “Avg Yr Throughput” and “Equal Cents Per Therm (ECPT) basis.”  If the two allocation factors are equivalent, please so state.

29.1.1.3. Referring to Mr. Lenart’s workpapers entitled “v11-12-2008 SCG 2009BCAP RD-LRMC.xls” at tab “Cost Alloc” at cells A54:AW54, he allocates the “California Solar Imitative Balancing Account (CSIBA)” using “ECPT ExEOR” as the allocator.  These allocators (cells AD54:AW54) refer to cells B57:U57 on the “Alloc Factors” tab that are based on AYTP (average year throughput).  Please describe the differences, if any, between “ECPT” as used by Mr. Lenart and “average year throughput.”  If the two allocation factors are equivalent, please so state.

29.1.2. Regarding Mr. Ahmed’s rebuttal testimony at pages 2-6, please provide a copy of the following documents cited in this testimony:

29.1.2.1. SoCalGas Advice Letter No. 1788-A, July 14, 1988

29.1.2.2. SoCalGas Advice Letter No. 1997, November 28, 1990

29.1.2.3. SoCalGas Advice Letter No. 2660, December 31, 1997

RESPONSE 29.1.1.1:
The two allocation factors are equivalent.

RESPONSE 29.1.1.2:
Please see response to 29.1.1.1
RESPONSE 29.1.1.3:
Please see response to 29.1.1.1

RESPONSE 29.1.2.1:
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RESPONSE 29.1.2.2:
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RESPONSE 29.1.2.3:
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QUESTION 29.2:

29.2. Regarding Mr. Ahmed’s rebuttal testimony at page 6, Mr. Ahmed states: “Pursuant to D.02-12-017, effective January 1, 2003 the Commission authorized 100% balancing account treatment for the NFCA.”  Please identify the specific passage in E.02-12-017 that provided that authorization.

RESPONSE 29.2:
See D.02-12-017, p. 12.  In SoCalGas’ 1999 BCAP, the Commission authorized SoCalGas to re-establish the NFCA to balance costs for the noncore market and related revenues to recover such costs, providing 75/25 balancing account treatment for ratepayers and shareholders, respectively, the same accounting treatment that was authorized prior to the Global Settlement.  D.02-12-017 updated the balancing account treatment authorized in the 1999 BCAP to 100% for an interim period until SoCalGas’ next BCAP.  In compliance with D.02-12-017, SoCalGas filed AL 3217 updating its Preliminary Statement to indicate the interim 100% balancing account treatment for the NFCA.
QUESTION 29.3:

29.3. Regarding Mr. Roy’s rebuttal testimony at page 2, Mr. Roy states:

Ms. Yap, on behalf of SCGC, proposes to transfer the NGVA balance to the CFCA and NFCA by allocating it based on average year throughput.

D.00-04-060 authorizes the current methodology for SDG&E to allocate NGVA costs and to amortize them in rates based on ECPT using authorized throughput.  This is the methodology applied in SDG&E’s most recent regulatory account update advice letter / that was approved by the Commission on January 14, 2009.  Therefore, SDG&E proposes to use authorized throughput to allocate the NGVA balance between the CFCA and NFCA.

29.3.1.1. Please describe the differences, if any, between “average year throughput basis” and “ECPT using authorized throughput.”  If the two allocation factors are equivalent, please so state.

29.3.1.2. In the SoCalGas CARD model created by “Overton” in 1997 and used to calculate the rates in D.00-04-060 at tab “B” at cells “A134:BC134,” which allocate the NGVA, there is a reference to the allocation factor (at cell BC134) as being “Avg Yr Throughput (Excl SDG&E).”  Please describe the differences, if any, between “Avg Yr Throughput” and “ECPT using authorized throughput.”  If the two allocation factors are equivalent, please so state.

29.3.1.3. Referring to Mr. Lenart’s workpapers entitled “v11-12-2008 SCG 2009BCAP RD-LRMC.xls” at tab “Cost Alloc” at cells A54:AW54, he allocates the “California Solar Initiative Balancing Account (CSIBA)” using “ECPT ExEOR” as the allocator.  These allocators (cells AD54:AW54) refer to cells B57:U57 on the “Alloc Factors” tab that are based on AYTP (average year throughput).  Please describe the differences, if any, between “ECPT” as used by Mr. Lenart and “average year throughput.”  If the two allocation factors are equivalent, please so state.

RESPONSE 29.3.1.1:

The Commission’s currently approved methodology for SDG&E to allocate NGVA costs is to use authorized throughput delineated by customer class.  The equal cents per therm (ECPT) allocation methodology applies the authorized throughput delineated by customer class.  If an “average year throughput” is equal to the authorized throughput, then it would be appropriate to apply it.

RESPONSE 29.3.1.2:

The two allocation factors are equivalent related to SDG&E's rate model.

RESPONSE 29.3.1.3:

The two allocation factors are equivalent related to SDG&E's rate model.

QUESTION 29.4:
29.4. Regarding Mr. Bisi’s rebuttal testimony at page 8, Mr. Bisi states: “As already mentioned, a single HDD difference in the weather forecast results in a change of 110 MMcfd of core customer demand, and an unexpectedly dispatched power plant can consume 200 MMcfd.” 

29.4.1. For which months are HDDs greater than zero in the SoCalGas/SDG&E service territory.

29.4.2. For which months are HDDs a relevant variable in forecasting core burn?

29.4.3. With respect to the fact that an “unexpectedly dispatched power plant can consume 200 MMcfd,” assume hypothetically that SoCalGas/SDG&E were to use all of the line pack capacity to avoid a high OFO on a particular day.

29.4.3.1. What steps, if any, could SoCalGas/SDG&E take to reduce the system pressures (line pack) on the following day?

29.4.3.2. If a powerplant were unexpectedly dispatched on that next day, wouldn’t that offset the increase in line pack that occurred the previous day in order to avoid calling the OFO?  If not, why not?

29.4.3.3. If the core HDD were one degree higher than expected on that next day, would that at least partially offset the increase in line pack that occurred the previous day in order to avoid calling the OFO?  If not, why not?

RESPONSE 29.4:
29.4.1 Historical temperature data for the SoCalGas/SDG&E service territory is provided at http://www.socalgas.com/business/weather.  A review of the data shows that there were no months that exclusively had no HDDs in the period January 1, 1999 through January 31, 2009, although the months of July and August had the fewest HDDs in this period.


29.4.2 Any month with expected HDDs are relevant, but the most relevant months are those in the winter operating season, November through March.


29.4.3 This question assumes that SoCalGas would pack the transmission system to such an extent that “all of the line pack capacity” would be used.  This is not a prudent and acceptable practice.  In such an unstable situation, relief valves on the transmission system will open to relieve pressure, venting gas to atmosphere, and gas movement in the pipelines will stop, halting the flow of supply from interstate pipelines and California producers.  Operating in this mode is not only dangerous but also wasteful, costly, environmentally unsound, and irresponsible.


29.4.3.1 Assuming hypothetically that SoCalGas’ system is in such an unstable situation, SoCalGas will remain on maximum injection, but otherwise must wait for demand to increase sufficiently to draw down the level of linepack.  During this period of waiting, supplies from interstate pipelines or California producers will also be reduced to levels below system sendout to draw down the level of linepack.


29.4.3.2 Any additional demand on the following day will help draw down the linepack from this situation that should not have been allowed to occur for the reasons stated in Response 29.1.3.


29.4.3.3 Please refer to Response 29.1.3.2

QUESTION 29.5:
29.5. Regarding Mr. Schwecke’s rebuttal testimony at 9 regarding the RFO, when does SoCalGas expect to file an advice letter requesting approval of contracts to meet the southern system minimum?

RESPONSE 29.5:
SDG&E/SoCalGas expected to have completed the final contracts resulting from the RFO by February 2 and to have filed the advice letter thereafter.   However, we are still negotiating those agreements with the counterparties.   We currently expect to have the agreements finalized and to file the advice letter prior to the end of February.

QUESTION 29.6:
29.6. Regarding Mr. Schwecke’s rebuttal testimony at 19, line 2, please provide a copy of the Affiliate Compliance Rules.

RESPONSE 29.:
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QUESTION 29.7:
29.7. Regarding Mr. Schwecke’s rebuttal testimony at pages 29-30 where he discusses the correlation coefficient or “R” for Chart 1, which graphically shows the relationship between the load factor and the marginal cost revenue rate (“MCRR”) for the entire TLS class:  

29.7.1. Please provide the correlation coefficient between the load factor and the MCRR for the entire TLS class.

29.7.2. Please provide the correlation coefficient between the load factor and the MCRR for the subset of the TLS class that are EG Tier 1 customers.

29.7.3. Please provide the correlation coefficient between the load factor and the MCRR for the subset of the TLS class that are EG Tier 2 customers.

29.7.4. Please provide the correlation coefficient between the load factor and the MCRR for the subset of the TLS class that are EOR customers.

29.7.5. Please provide the correlation coefficient between the load factor and the MCRR for the subset of the TLS class that are non-core commercial/industrial (“NCCI”) customers.

29.7.6. Please provide the correlation coefficient between the load factor and MCRR rate for the subset of the TLS class that are wholesale/international customers.

RESPONSE 29.7.1:
We evaluated only the correlation coefficients for the variables shown in Chart 1 (All Customers) and Chart 2 (EGs) presented in Ms. Yap’s testimony in order to rebut erroneous conclusions Ms Yap had drawn from those charts and had included in her testimony.  Our evaluation used the data from which SCGC developed Charts 1 & 2, provided by SCGC in its response to SDG&E/SoCalGas Data request No. 2.  We did not complete any additional analysis of SCGC’s data.
RESPONSE 29.7.2:
See response to 29.7.1.
RESPONSE 29.7.3:
See response to 29.7.1.
RESPONSE 29.7.4:
See response to 29.7.1.
RESPONSE 29.7.5:
See response to 29.7.1.
RESPONSE 29.7.6:
See response to 29.7.1.
QUESTION 29.8:
29.8. Regarding Mr. Schwecke’s rebuttal testimony at page 40, please identify the revenue impact would be if all EGs were exempt from the SoCalGas Schedule G-SRF surcharge, and identify what the surcharge (currently, 0.068 cents/therm) would be if all SoCalGas EGs were exempt from paying the surcharge?

RESPONSE 29.8 (REVISED):
SoCalGas/SDG&E estimates that if all EGs that are not already exempt from the current G-SRF tariff were made exempt, then G-SRF revenues would be reduced by approximately $1.4 million per year.

SoCalGas/SDG&E cannot estimate how the G-SRF surcharge would change if all EGs were exempted, because the Commission sets the rate, and the utilities merely collect and remit SRF revenues on behalf of the Commission.  There is no throughput forecast, cost allocation or balancing account associated with these revenues.  
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Revenue Impact from EGs *:

  EG AYTP Mth/yr*

2,117,646

2,033,283

  G-SRF $/th

$0.00068

$0.00068

    SRF Revenue from EG  $000

$1,440

$1,383

Notes:

*Excludes usage by Electric Generation that is exempt under the current G-SRF tariff


QUESTION 29.9:
29.9. Regarding Mr. Schwecke’s rebuttal testimony at page 40 that “the EOR industry is on the rise” and “the EOR industry itself is growing,” please provide the data or other information that is the basis for Mr. Schwecke’s statement.

29.9.1. Please reconcile Mr. Schwecke’s rebuttal testimony at page 41 that SoCalGas has been able to “attract and retain” EOR customers with Mr. Emmrich’s direct testimony (at 9-10) that SoCalGas deliveries to both EOR-related cogeneration and to EOR steaming usage will decrease “mainly due to increased bypass to Kern/Mojave as EOR LTKs with SoCalGas expire.”

29.9.2. How many EOR LTKs does SoCalGas have left, and when will they be expiring?

RESPONSE 29.9:
Mr. Schwecke’s statements that “the EOR industry is on the rise” and “the EOR industry itself is growing” are based on the following data and information:

a) 2007 thermal EOR production in SoCalGas’ service territory of District 4 increased 1.6% over 2006 EOR production (see attached table);

b) In the last three years (2006-2008), SoCalGas has had inquiries from at least sixteen (16) potential EOR customers about connecting to SoCalGas for transportation services.  In the previous three years, SoCalGas received very few inquiries;

c) Of those 16 potential customers, six (6) customers have already connected to SoCalGas’ gas distribution system and are taking gas, (Mr. Schwecke’s Rebuttal Testimony, p. 41) with other potential customers slated to come on in the next two to three years.  In the previous three years only one customer came on line.

d) Several of the new and existing SoCalGas EOR customers have increased their gas usage in the last few months.


[image: image6.emf]D4 Inc-Oil-2007-06  SCG.xls


RESPONSE 29.9.1:
Mr. Schwecke’s statement “[t]he rules and rate treatment established in D.87-05-046 allowed SoCalGas to negotiate rates with EOR customers to attract and retain them on the system” refers to the customers who signed LTKs with SoCalGas from 1985 to 1988 and who subsequently stayed on its system six to twenty years with 50% to 100% of each customer’s load being retained for that period.  However, the LTKs did not preclude the customers from building laterals to bypass pipelines for the remaining portion of their loads.  Thus, as Mr. Emmrich states in his direct testimony, cogeneration and EOR steaming load will decrease “mainly due to increased bypass to Kern/Mojave as EOR LTKs with SoCalGas expire.”  SoCalGas supports retaining the current rate treatment for the EOR market so that it can continue to negotiate with, and retain, EOR customers who had or have LTKs and also, the new customers/loads referenced in Mr. Emmrich’s direct testimony (p. 10) and Mr. Schwecke’s rebuttal testimony that have been coming onto SoCalGas’ transmission/distribution system in the last three years. 

RESPONSE 29.9.2:
See Responses to SCGC-08, Q.8.4.5 and SCGC-21, Q. 3
QUESTION 29.10:
29.10. Regarding Mr. Emmrich’s rebuttal testimony at 4, Mr. Emmrich states that using EC “would reduce customers’ rates over time,” please explain how using EC would reduce customer’s rates.

29.10.1.  Does Mr. Emmrich believe that EC would be a more effective means to “reduce customer’s rates over time” than an economically efficient LRMC-based cost allocation methodology, based on cost causality? 

RESPONSE 29.10.1:
The current Commission-approved hybrid LRMC methodology is not a pure LRMC methodology but a hybrid of LRMC, social ratemaking and not cost-based. As stated in Mr. Emmrich’s and Ms. Smith’s testimonies, the NCO methodology is not cost based or in any way consistent with marginal cost theory, the resource plan approach to allocating costs to distribution, transmission and storage based on 5 and 15-year forecasts of unplanned expansions is not cost-based and the marginal demand measure for medium pressure distribution using peak day instead of peak hour is not cost based and the overall scaling distorts the price signals to customers. Therefore, the current CPUC-mandated LRMC methodology is not efficient and leads to a misallocation of resources.

As Mr. Emmrich states in his direct testimony, compared to the Commission-mandated hybrid LRMC methodology, EC is more cost based and closer to pure LRMC and will therefore lead to a more economically efficient allocation of resources and lower customer costs over time.
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I. DEFINITIONS

Unless the context otherwise requires, the following definitions govern the construction of these
Rules:

A. “Affiliate” means any person, corporation, utility, partnership, or other entity 5 percent or more
of whose outstanding securities are owned, controlled, or held with power to vote, directly or
indirectly either by a utility or any of its subsidiaries, or by that utility's controlling corporation
and/or any of its subsidiaries as well as any company in which the utility, its controlling
corporation, or any of the utility's affiliates exert substantial control over the operation of the
company and/or indirectly have substantial financial interests in the company exercised through
means other than ownership. For purposes of these Rules, “substantial control” includes, but is
not limited to, the possession, directly or indirectly and whether acting alone or in conjunction
with others, of the authority to direct or cause the direction of the management or policies of a
company. A direct or indirect voting interest of 5% or more by the utility in an entity's company
creates a rebuttable presumption of control.

For purposes of this Rule, “affiliate” shall include the utility’s parent or holding company, or any
company which directly or indirectly owns, controls, or holds the power to vote 10% or more of
the outstanding voting securities of a utility (holding company), to the extent the holding
company is engaged in the provision of products or services as set out in Rule I1.B. However, in
its compliance plan filed pursuant to Rule VI, the utility shall demonstrate both the specific
mechanism and procedures that the utility and holding company have in place to assure that the
utility is not utilizing the holding company or any of its affiliates not covered by these Rules as a
conduit to circumvent any of these Rules. Examples include but are not limited to specific
mechanisms and procedures to assure the Commission that the utility will not use the holding
company or another utility affiliate not covered by these Rules, or a consultant or contractor as a
vehicle to: (1) disseminate information transferred to them by the utility to an affiliate covered by
these Rules in contravention of these Rules, (2) provide services to its affiliates covered by these
Rules in contravention of these Rules, or (3) to transfer employees to its affiliates covered by
these Rules in contravention of these Rules. In the compliance plan, a corporate officer from the
utility and holding company shall verify the adequacy of these specific mechanisms and
procedures to ensure that the utility is not utilizing the holding company or any of its affiliates not
covered by these Rules as a conduit to circumvent any of these Rules.

Regulated subsidiaries of a utility, defined as subsidiaries of a utility, the revenues and expenses
of which are subject to regulation by the Commission and are included by the Commission in
establishing rates for the utility, are not included within the definition of affiliate. However,
these Rules apply to all interactions any regulated subsidiary has with other affiliated entities
covered by these rules.

B. “Commission” means the California Public Utilities Commission or its succeeding state
regulatory body.

C. “Customer” means any person or corporation, as defined in Sections 204, 205 and 206 of the
California Public Utilities Code that is the ultimate consumer of goods and services.





D. “Customer Information” means non-public information and data specific to a utility
customer which the utility acquired or developed in the course of its provision of utility
services.

E. “FERC” means the Federal Energy Regulatory Commission.

F. “Fully Loaded Cost” means the direct cost of good or service plus all applicable indirect charges
and overheads.

G. “Utility” means any public utility subject to the jurisdiction of the Commission as an
Electrical Corporation or Gas Corporation, as defined in California Public Utilities Code
Sections 218 and 222, and with gross annual operating revenues in California of $1 billion or
more.

H. “Resource Procurement” means the investment in and the production or acquisition of energy
facilities, supplies, and other energy products or services necessary for California public utility
gas corporations and California public utility electrical corporations to meet their statutory
obligation to serve customers.

I1. APPLICABILITY OF RULES

A. These rules shall apply to California public utility gas corporations and California public
utility electrical corporations, subject to regulation by the California Public Utilities Commission
and with gross annual operating revenues in California of $1 billion or more.

B. For purposes of a combined gas and electric utility, these Rules apply to all utility transactions
with affiliates engaging in the provision of a product that uses gas or electricity or the provision
of services that relate to the use of gas or electricity, unless specifically exempted below. For
purposes of an electric utility, these Rules apply to all utility transactions with affiliates engaging
in the provision of a product that uses electricity or the provision of services that relate to the use
of electricity. For purposes of a gas utility, these Rules apply to all utility transactions with
affiliates engaging in the provision of a product that uses gas or the provision of services that
relate to the use of gas. However, regardless of the foregoing, where explicitly provided, these
Rules also apply to a utility’s parent holding company and to all of its affiliates, whether or not
they engage in the provision of a product that uses gas or electricity or the provision of services
that relate to the use of gas or electricity.

C. No holding company nor any utility affiliate, whether or not engaged in the provision of a
product that uses gas or electricity or the provision of services that relate to the use of gas or
electricity, shall knowingly:
1. direct or cause a utility to violate or circumvent these Rules, including but not limited to
the prohibitions against the utility providing preferential treatment, unfair competitive
advantages or non-public information to affiliates;

2. aid or abet a utility’s violation of these Rules; or
3. beused as a conduit to provide non-public information to a utility’s affiliates.

D. These Rules apply to transactions between a Commission-regulated utility and another
affiliated utility, unless specifically modified by the Commission in addressing a separate
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application to merge or otherwise conduct joint ventures related to regulated services.

E. These rules do not apply to the exchange of operating information, including the disclosure of
customer information to its FERC-regulated aftiliate to the extent such information is required by
the affiliate to schedule and confirm nominations for the interstate transportation of natural gas,
between a utility and its FERC-regulated affiliate, to the extent that the affiliate operates an
interstate natural gas pipeline. These Rules do not apply to transactions between an electric utility
and an affiliate providing broadband over power lines (BPL).

F. Existing Rules: Existing Commission rules for each utility and its parent holding company
shall continue to apply except to the extent they conflict with these Rules. In such cases, these
Rules shall supersede prior rules and guidelines, provided that nothing herein shall supersede the
Commission’s regulatory framework for broadband over power lines (BPL) adopted in D. 06-04-
070 or shall preclude (1) the Commission from adopting other utility-specific guidelines; or (2) a
utility or its parent holding company from adopting other utility-specific guidelines, with advance
Commission approval.

G. Civil Relief: These rules shall not preclude or stay any form of civil relief, or rights or
defenses thereto, that may be available under state or federal law.

H. These Rules should be interpreted broadly, to effectuate our stated objectives of fostering
competition and protecting consumer interests. If any provision of these Rules, or the
application thereof to any person, company, or circumstance, is held invalid, the remainder of
the Rules, or the application of such provision to other persons, companies, or circumstances,
shall not be affected thereby.

NON-DISCRIMINATION STANDARDS

A. No Preferential Treatment Regarding Services Provided by the Utility:

Unless otherwise authorized by the Commission or the FERC, or permitted by these Rules, a
utility shall not:

1. represent that, as a result of the affiliation with the utility, its affiliates or customers of its
affiliates will receive any different treatment by the utility than the treatment the utility
provides to other, unaffiliated companies or their customers; or

2. provide its affiliates, or customers of its affiliates, any preference (including but not
limited to terms and conditions, pricing, or timing) over non-affiliated suppliers or their
customers in the provision of services provided by the utility.

B. Affiliate Transactions:

Transactions between a utility and its affiliates shall be limited to tariffed products and services,
to the sale of goods, property, products or services made generally available by the utility or
affiliate to all market participants through an open, competitive bidding process, to the
provision of information made generally available by the utility to all market participants, to
Commission-approved resource procurement by the utility, or as provided for in Rules V D
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(joint purchases), V E (corporate support) and Rule VII (new products and services) below:

1.

Resource Procurement. No utility shall engage in resource procurement, as defined in these
Rules, from an affiliate without prior approval from the Commission. Blind transactions
between a utility and its affiliate, defined as those transactions in which neither party knows
the identity of the counterparty until the transaction is consummated, are exempted from this
Rule. A transaction shall be deemed to have prior Commission approval (a) before the
effective date of this Rule, if authorized by the Commission specifically or through the
delegation of authority to Commission staff or (b) after the effective date of this Rule, if
authorized by the Commission generally or specifically or through the delegation of authority
to Commission staff.

Provision of Supply, Capacity, Services or Information: Except as provided for in Rules V
D, V E, and VII, a utility shall provide access to utility information, services, and unused
capacity or supply on the same terms for all similarly situated market participants. If a utility
provides supply, capacity, services or information to its affiliate(s), it shall
contemporaneously make the offering available to all similarly situated market participants,
which include all competitors serving the same market as the utility’s affiliates.

Offering of Discounts: Except when made generally available by the utility through an open,
competitive bidding process, if a utility offers a discount or waives all or any part of any other
charge or fee to its affiliates, or offers a discount or waiver for a transaction in which its
affiliates are involved, the utility shall contemporaneously make such discount or waiver
available to all similarly situated market participants. The utilities should not use the
“similarly situated” qualification to create such a unique discount arrangement with their
affiliates such that no competitor could be considered similarly situated. All competitors
serving the same market as the utility’s affiliates should be offered the same discount as the
discount received by the affiliates. A utility shall document the cost differential underlying
the discount to its affiliates in the affiliate discount report described in Rule III F 7 below.

Tariff Discretion: If a tariff provision allows for discretion in its application, a utility shall
apply that tariff provision in the same manner to its affiliates and other market participants
and their respective customers.

No Tariff Discretion: If a utility has no discretion in the application of a tariff provision, the
utility shall strictly enforce that tariff provision.

Processing Requests for Services Provided by the Utility: A utility shall process requests
for similar services provided by the utility in the same manner and within the same time for
its affiliates and for all other market participants and their respective customers.

C. Tying of Services Provided by a Utility Prohibited:

A utility shall not condition or otherwise tie the provision of any services provided by the utility,
nor the availability of discounts of rates or other charges or fees, rebates, or waivers of terms and

conditions of any services provided by the utility, to the taking of any goods or services from it
affiliates.





D. No Assignment of Customers:

A utility shall not assign customers to which it currently provides services to any of its affiliates,
whether by default, direct assignment, option or by any other means, unless that means is
equally available to all competitors.

E. Business Development and Customer Relations.

Except as otherwise provided by these Rules, a utility shall not:

1.

2.

7.

provide leads to its affiliates;

solicit business on behalf of its affiliates;

acquire information on behalf of or to provide to its affiliates;

share market analysis reports or any other types of proprietary or non-publicly available
reports, including but not limited to market, forecast, planning or strategic reports, with its

affiliates;

request authorization from its customers to pass on customer information exclusively to
its affiliates;

give the appearance that the utility speaks on behalf of its affiliates or that the customer
will receive preferential treatment as a consequence of conducting business with the

affiliates; or

give any appearance that the affiliate speaks on behalf of the utility.

F. Affiliate Discount Reports:

If a utility provides its affiliates a discount, rebate, or other waiver of any charge or fee associated
with products or services provided by the utility, the utility shall, within 24 hours of the time at
which the product or service provided by the utility is so provided, post a notice on its electronic
bulletin board providing the following information:

1.

2.

the name of the affiliate involved in the transaction;

the rate charged;

the maximum rate;

the time period for which the discount or waiver applies;

the quantities involved in the transaction;

the delivery points involved in the transaction;

any conditions or requirements applicable to the discount or waiver, and a documentation of
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the cost differential underlying the discount as required in Rule III B 2 above; and
8. procedures by which a nonaffiliated entity may request a comparable offer.

A utility that provides an affiliate a discounted rate, rebate, or other waiver of a charge or fee
associated with services provided by the utility shall maintain, for each billing period, the
following information:

9. the name of the entity being provided services provided by the utility in the transaction;
10. the affiliate’s role in the transaction (i.e., shipper, marketer, supplier, seller);

11. the duration of the discount or waiver;

12. the maximum rate;

13. the rate or fee actually charged during the billing period; and

14. the quantity of products or services scheduled at the discounted rate during the billing period
for each delivery point.

All records maintained pursuant to this provision shall also conform to FERC rules, where
applicable.

IV. DISCLOSURE AND INFORMATION

A. Customer Information:

A utility shall provide customer information to its affiliates and unaffiliated entities
on a strictly non-discriminatory basis, and only with prior affirmative customer
written consent.

B. Non-Customer Specific Non-Public Information:

A utility shall make non-customer specific non-public information, including but not
limited to information about a utility's natural gas or electricity purchases, sales, or
operations or about the utility's gas-related goods or services and electricity-related goods
or services, available to the utility's affiliates only if the utility makes that information
contemporaneously available to all other service providers on the same terms and
conditions, and keeps the information open to public inspection. Unless otherwise
provided by these Rules, a utility continues to be bound by all Commission-adopted
pricing and reporting guidelines for such transactions. A utility is also permitted to
exchange proprietary information on a exclusive basis with its affiliates, provided the
utility follows all Commission-adopted pricing and reporting guidelines for such
transactions, and it is necessary to exchange this information in the provision of the
corporate support services permitted by Rule V E below. The affiliate’s use of such
proprietary information is limited to use in conjunction with the permitted corporate
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services, and is not permitted for any other use. Nothing in this Rule precludes the
exchange of information pursuant to D.97-10-031. Nothing in this Rule is intended to
limit the Commissioner’s right to information under the Public Utilities Code Sections
314 and 581.

C. Service Provider Information:

Except upon request by a customer or as otherwise authorized by the Commission, or
another governmental body, a utility shall not provide its customers with any list of
service providers, which includes or identifies the utility's affiliates, regardless of whether
such list also includes or identifies the names of unaffiliated entities.

D. Supplier Information:

A utility may provide non-public information and data which has been received from
unaffiliated suppliers to its affiliates or non-affiliated entities only if the utility first
obtains written affirmative authorization to do so from the supplier. A utility shall not
actively solicit the release of such information exclusively to its own affiliate in an effort
to keep such information from other unaffiliated entities.

E. Affiliate-Related Advice or Assistance:

Except as otherwise provided in these Rules, a utility shall not offer or provide
customers advice or assistance with regard to its affiliates or other service providers.

F. Record Keeping:

A utility shall maintain contemporaneous records documenting all tariffed and non-tariffed
transactions with its affiliates, including but not limited to, all waivers of tariff or contract
provisions, all discounts, and all negotiations of any sort between the utility and its affiliate
whether or not they are consummated. A utility shall maintain such records for a minimum of
three years and longer if this Commission or another government agency so requires. For
consummated transactions, the utility shall make such final transaction documents available for
third party review upon 72 hours’ notice, or at a time mutually agreeable to the utility and third

party.

If D.97-06-110 is applicable to the information the utility seeks to protect, the utility should
follow the procedure set forth in D.97-06-110, except that the utility should serve the third party
making the request in a manner that the third party receives the utility’s D.97-06-110 request for
confidentiality within 24 hours of service.

G. Maintenance of Affiliate Contracts and Related Bids:

A utility shall maintain a record of all contracts and related bids for the provision of work,
products or services between the utility and its affiliates for no less than a period of three years,
and longer if this Commission or another government agency so requires.





H. FERC Reporting Requirements:

To the extent that reporting rules imposed by the FERC require more detailed information or
more expeditious reporting, nothing in these Rules shall be construed as modifying the FERC
rules.

V. SEPARATION

A. Corporate Entities:

A utility, its parent holding company, and its affiliates shall be separate corporate entities.

B. Books and Records:

A utility, its parent holding company, and its affiliates shall keep separate books and
records.

1. Utility books and records shall be kept in accordance with the applicable Uniform System
of Accounts (USOA) and Generally Accepted Accounting Procedures (GAAP).

2. The books and records of a utility’s parent holding company and aftiliates shall be open
for examination by the Commission and its staff consistent with the provisions of Public
Utilities Code Section 314 and 701, the conditions in the Commission’s orders authorizing
the utilities’ holding companies and/or mergers and these Rules.

C. Sharing of Plant, Facilities, Equipment or Costs:

A utility shall not share office space, office equipment, services, and systems with its affiliates,
nor shall a utility access the computer or information systems of its affiliates or allow its affiliates
to access its computer or information systems, except to the extent appropriate to perform shared
corporate support functions permitted under Section V E of these Rules. Physical separation
required by this rule shall be accomplished preferably by having office space in a separate
building, or, in the alternative, through the use of separate elevator banks and/or security-
controlled access. This provision does not preclude a utility from offering a joint service provided
this service is authorized by the Commission and is available to all non-affiliated service
providers on the same terms and conditions (e.g., joint billing services pursuant to D.97-05-039).

D. Joint Purchases:

To the extent not precluded by any other Rule, the utilities and their affiliates my make joint
purchases of good and services, but not those associated with the traditional utility merchant
function. For purpose of these Rules, to the extent that a utility is engaged in the marketing of the
commodity of electricity or natural gas to customers, as opposed to the marketing of transmission
and distribution services, it is engaging in merchant functions. Examples of permissible joint
purchases include joint purchases of office supplies and telephone services. Example of joint
purchases not permitted include gas and electric purchasing for resale, purchasing of gas
transportation and storage capacity, purchasing of electric transmission, systems operations, and
marketing. The utility must insure that all joint purchases are priced, reported, and conducted in a
manner that permits clear identification of the utility and affiliate portions of such purchases, and
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in accordance with applicable Commission allocation and reporting rules.

E. Corporate Support:

As a general principle, a utility, its parent holding company, or a separate affiliate created solely
to perform corporate support services may share with its affiliates joint corporate oversight,
governance, support systems, and personnel, as further specified below. Any shared support shall
be priced, reported and conducted in accordance with the Separation and Information Standards
set forth herein, as well as other applicable Commission pricing and reporting requirements.

As a general principle, such joint utilization shall not allow or provide a means for the transfer of
confidential information from the utility to the affiliate, create the opportunity for preferential
treatment or unfair competitive advantage, lead to customer confusion, or create significant
opportunities for cross-subsidization of affiliates. In the compliance plan, a corporate officer
from the utility and holding company shall verify the adequacy of the specific mechanisms and
procedures in place to ensure the utility follows the mandates of this paragraph, and to ensure the
utility is not utilizing joint corporate support services as a conduit to circumvent these Rules.

Examples of services that may be shared include: payroll, taxes, shareholder services, insurance,
financial reporting, financial planning and analysis, corporate accounting, corporate security,
human resources (compensation, benefits, employment policies), employee records, regulatory
affairs, lobbying, legal, and pension management. However, if a utility and its parent holding
company share any key officers after 180 days following the effective date of the decision
adopting these Rule modifications, then the following services shall no longer be shared:
regulatory affairs, lobbying, and all legal services except those necessary to the provision of
shared services still authorized. For purposes of this Rule, key officers are the Chair of the entire
corporate enterprise, the President at the utility and at its holding company parent, the chief
executive officer at each, the chief financial officer at each, and the chief regulatory officer at
each, or in each case, any and all officers whose responsibilities are the functional equivalent of
the foregoing.

Examples of services that may not be shared include: employee recruiting, engineering, hedging
and financial derivatives and arbitrage services, gas and electric purchasing for resale,
purchasing of gas transportation and storage capacity, purchasing of electric transmission,
system operations, and marketing. However, if a utility and its parent holding company share
any key officers (as defined in the preceding paragraph) after 180 days following the effective
date of the decision adopting these Rule modifications, then the following services shall no
longer be shared: regulatory affairs, lobbying, and all legal services except those necessary to
the provision of shared services still authorized.

F. Corporate Identification and Advertising:

1. A utility shall not trade upon, promote, or advertise its affiliate's affiliation with the
utility, nor allow the utility name or logo to be used by the affiliate or in any material
circulated by the affiliate, unless it discloses in plain legible or audible language, on the
first page or at the first point where the utility name or logo appears that:

a) the affiliate “is not the same company as [i.e., PG&E, Edison, the Gas Company,
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etc.], the utility,”;

b) the affiliate is not regulated by the California Public Utilities Commission;
and

c) “you do not have to buy [the affiliate’s] products in order to
continue to receive quality regulated services from the utility.”

The application of the name/logo disclaimer is limited to use of the name
or logo in California.

2. A utility, through action or words, shall not represent that, as a result of the affiliate’s

affiliation with the utility, its affiliates will receive any different treatment than other service
providers.

A utility shall not offer or provide to its affiliates advertising space in utility billing envelopes
or any other form of utility customer written communication unless it provides access to all
other unaffiliated service providers on the same terms and conditions.

A utility shall not participate in joint advertising or joint marketing with its affiliates. This
prohibition means that utilities may not engage in activities which include, but are not limited
to the following:

a) A utility shall not participate with its affiliates in joint sales calls, through joint call
centers or otherwise, or joint proposals (including responses to requests for
proposals (RFPs)) to existing or potential customers. At a customer’s unsolicited
request, a utility may participate, on a nondiscriminatory basis, in non-sales
meetings with its affiliates or any other market participant to discuss technical or
operational subjects regarding the utility’s provision of transportation service to
the customer;

b) Except as otherwise provided for by these Rules, a utility shall not participate in
any joint activity with its affiliates. The term “joint activities” includes, but is not
limited to, advertising, sales, marketing, communications and correspondence with
any existing or potential customer;

c) A utility shall not participate with its affiliates in trade shows, conferences, or
other information or marketing events held in California.

A utility shall not share or subsidize costs, fees, or payments with its affiliates
associated with research and development activities or investment in advanced
technology research.

G. Employees:

1.

Except as permitted in Section V E (corporate support), a utility and its affiliates shall not
jointly employ the same employees. This Rule prohibiting joint employees also applies to
Board Directors and corporate officers, except for the following circumstances: In instances
when this Rule is applicable to holding companies, any board member or corporate officer

10





may serve on the holding company and with either the utility or affiliate (but not both) to the
extent consistent with Rule V E (corporate support). Where the utility is multi-state utility, is
not a member of a holding company structure, and assumes the corporate governance
functions for the affiliates, the prohibition against any board member or corporate officer of
the utility also serving as a board member or corporate officer of an affiliate shall only apply
to affiliates that operate within California. In the case of shared directors and officers, a
corporate officer from the utility and holding company shall describe and verify in the
utility’s compliance plan required by Rule VI the adequacy of the specific mechanisms and
procedures in place to ensure that the utility is not utilizing shared officers and directors as a
conduit to circumvent any of these Rules. In its compliance plan, the utility shall list all
shared directors and officers between the utility and affiliates. No later than 30 days following
a change to this list, the utility shall notify the Commission’s Energy Division and the parties
on the service list of R.97-04-011/1.97-04-012 of any change to this list.

All employee movement between a utility and its affiliates shall be consistent with the
following provisions:

a) A utility shall track and report to the Commission all employee movement
between the utility and affiliates. The utility shall report this information annually
pursuant to our Affiliate Transaction Reporting Decision, D.93-02-019, 48
CPUC2d 163, 171-172 and 180 (Appendix A, Section I and Section II H.).

b) Once an employee of a utility becomes an employee of an affiliate, the employee
may not return to the utility for a period of one year. This Rule is inapplicable if
the affiliate to which the employee transfers goes out of business during the one-
year period. In the event that such employee returns to the utility, such employee
cannot be retransferred, reassigned, or otherwise employed by the affiliate for a
period of two years. Employees transferring from the utility to the affiliate are
expressly prohibited from using information gained from the utility in a
discriminatory or exclusive fashion, to the benefit of the affiliate or to the
detriment of other unaffiliated service providers.

c) When an employee of a utility is transferred, assigned, or otherwise employed by
the affiliate, the affiliate shall make a onetime payment to the utility in an amount
equivalent to 25% of the employee's base annual compensation, unless the utility
can demonstrate that some lesser percentage (equal to at least 15%) is appropriate
for the class of employee included. In the limited case where a rank-and-file (non-
executive) employee’s position is eliminated as a result of electric industry
restructuring, a utility may demonstrate that no fee or a lesser percentage than 15%
is appropriate. All such fees paid to the utility shall be accounted for in a separate
memorandum account to track them for future ratemaking treatment (i.e., credited
to the Electric Revenue Adjustment Account or the Core and Non-core Gas Fixed
Cost Accounts, or other ratemaking treatment, as appropriate), on an annual basis,
or as otherwise necessary to ensure that the utility’s ratepayers receive the fees.
This transfer payment provision will not apply to clerical workers. Nor will it
apply to the initial transfer of employees to the utility’s holding company to
perform corporate support functions or to a separate affiliate performing corporate
support functions, provided that the transfer is made during the initial
implementation period of these rules or pursuant to a § 851 application or other
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Commission proceeding. However, the rule will apply to any subsequent transfers
or assignments between a utility and its affiliates of all covered employees at a
later time.

d) Any utility employee hired by an affiliate shall not remove or otherwise
provide information to the affiliate which the affiliate would otherwise be
precluded from having pursuant to these Rules.

€) A utility shall not make temporary or intermittent assignments, or rotations to its
energy marketing affiliates. Utility employees not involved in marketing may be
used on a temporary basis (less than 30% of an employee’s chargeable time in any
calendar year) by affiliates not engaged in energy marketing only if:

1l

1il.

v

All such use is documented, priced and reported in accordance with these
Rules and existing Commission reporting requirements, except that when
the affiliate obtains the services of a non-executive employee,
compensation to the utility should be priced at a minimum of the greater of
fully loaded cost plus 10% of direct labor cost, or fair market values. When
the affiliate obtains the services of an executive employee, compensation to
the utility should be priced at a minimum of the greater of fully loaded cost
plus 15% of direct labor cost, or fair market value.

Utility needs for utility employees always take priority over any affiliate
requests;

No more than 5% of full time equivalent utility employees may be on
loan at a given time;

Utility employees agree, in writing, that they will abide by these Affiliate
Transaction Rules; and

Affiliate use of utility employees must be conducted pursuant to a written
agreement approved by appropriate utility and affiliate officers.

Transfer of Goods and Services:

To the extent that these Rules do not prohibit transfers of goods and services between a utility
and its affiliates, and except for as provided by Rule V.G.2.¢, all such transfers shall be subject
to the following pricing provisions:

1. Transfers from the utility to its affiliates of goods and services produced, purchased or
developed for sale on the open market by the utility will be priced at fair market value.

2. Transfers from an affiliate to the utility of goods and services produced, purchased or
developed for sale on the open market by the affiliate shall be priced at no more than fair
market value.
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VI.

3. For goods or services for which the price is regulated by a state or federal agency, that
price shall be deemed to be the fair market value, except that in cases where more than
one state commission regulates the price of goods or services, this Commission’s pricing
provisions govern.

4. Goods and services produced, purchased or developed for sale on the open market by the
utility will be provided to its affiliates and unaffiliated companies on a nondiscriminatory
basis, except as otherwise required or permitted by these Rules or applicable law.

5. Transfers from the utility to its affiliates of goods and services not produced, purchased or
developed for sale by the utility will be priced at fully loaded cost plus 5% of direct labor
cost.

6. Transfers from an affiliate to the utility of goods and services not produced, purchased or
developed for sale by the affiliate will be priced at the lower of fully loaded cost or fair
market value.

REGULATORY OVERSIGHT

A. Compliance Plans:

No later than June 30, 2007, each utility shall file a compliance plan by advice letter with the
Energy Division of the Commission. The compliance plan shall include:

1. A list of all affiliates of the utility, as defined in Rule I A of these Rules, and for each
affiliate, its purpose or activities, and whether the utility claims that Rule II B makes these
Rules applicable to the affiliate;

2. A demonstration of the procedures in place to assure compliance with these Rules.

The utility’s compliance plan shall be in effect between the filing and a Commission
determination of the advice letter. A utility shall file a compliance plan annually
thereafter by advice letter-where there is some change in the compliance plan (i.e.,
where there has been a change in the purpose or activities of an affiliate, a new affiliate
has been created, or the utility has changed the compliance plan for any other reason).

B. New Affiliate Compliance Plans:

Upon the creation of a new affiliate, the utility shall immediately notify the Commission of the
creation of the new affiliate, as well as posting notice on its electronic bulletin board. No later
than 60 days after the creation of this affiliate, the utility shall file an advice letter with the
Energy Division of the Commission. The advice letter shall state the affiliate’s purpose or
activities, whether the utility claims that Rule IT B makes these Rules applicable to the affiliate,
and shall include a demonstration to the Commission that there are adequate procedures in place
that will ensure compliance with these Rules.
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VII.

C. Affiliate Audit:

The Commission’s Energy Division shall have audits performed biennially by independent
auditors. The audits shall cover the last two calendar years which ends on December 31, and
shall verify that the utility is in compliance with the Rules set forth herein. The Energy Division
shall post the audit reports on the Commissioner’s web site. The audits shall be at shareholder
expense.

D. Witness Availability:

Affiliate officers and employees shall be made available to testify before the Commission as
necessary or required, without subpoena, consistent with the provisions of Public Utilities Code
Section 314 and 701, the conditions in the Commission’s orders authorizing the utilities’ holding
companies and/or mergers and these Rules.

E. Officer Certification:

No later than March 31 of each year, the key officers of a utility and its parent holding company,
as defined in Rule V E (corporate support), shall certify to the Energy Division of the
Commission in writing under penalty of perjury that each has personally complied with these
Rules during the prior calendar year. The certification shall state:

I, [name], hold the office [title] at [name of utility or holding company], and occupied this
position from January 1, [year] to December 31, [year].

I hereby certify that I have reviewed the Affiliate Transaction Rules Applicable to Large
California Energy Utilities of the California Public Utilities Commission and I am familiar with
the provisions therein. I further certify that for the above period, I followed the Rules and am not
aware of any violations of them, other than the following: [list or state “none”].

I swear/affirm these representations under penalty of perjury of the laws of the State of
California.

[Signature]

Executed at [City], County of , On [Date]

UTILITY PRODUCTS AND SERVICES

A. General Rule:

Except as provided for in these Rules, new products and services shall be offered through
affiliates.

B. Definitions:

The following definitions apply for the purposes of Rule VII:
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“Category” refers to a factually similar group of products and services that use the
same type of utility assets or capacity. For example, “leases of land under utility
transmission lines” or “use of a utility repair shop for third party equipment repair”
would each constitute a separate product or service category.

“Existing” products and services are those which a utility is offering on the effective
date of these Rules.

“Products” include use of property, both real and intellectual, other than those uses
authorized under General Order 69-C.

“Tariff” or “tariffed” refers to rates, terms and conditions of services as approved by
this Commission or the Federal Energy Regulatory Commission (FERC), whether by
traditional tariff, approved contract or other such approval process as the Commission
or the FERC may deem appropriate.

C. Utility Products and Services:

Except as provided in these Rules, a utility shall not offer nontariffed products and
services. In no event shall a utility offer natural gas or electricity commodity service on a
nontariffed basis. A utility may only offer for sale the following products and services:

1. Existing products and services offered by the utility pursuant to tariff;

2. Unbundled versions of existing utility products and services, with the unbundled versions
being offered on a tariffed basis;

3. New products and services that are offered on tariffed basis; and

4. Products and services which are offered on a nontariffed basis and which meet the
following conditions:

a)

b)

¢)

d)

The nontariffed product or service utilizes a portion of a utility asset or
capacity;

such asset or capacity has been acquired for the purpose of and is necessary and
useful in providing tariffed utility services;

the involved portion of such asset or capacity may be used to offer the product or
service on a nontariffed basis without adversely affecting the cost, quality or
reliability of tariffed utility products and services;

the products and services can be marketed with minimal or no incremental
ratepayer capital, minimal or no new forms of liability or business risk being
incurred by utility ratepayers, and no undue diversion of utility management
attention; and

the utility’s offering of such nontariffed product or service does not violate any
law, regulation, or Commission policy regarding anticompetitive practices.
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D. Conditions Precedent to Offering New Products and Services:

This Rule does not represent an endorsement by the Commission of any particular nontariffed utility
product or service. A utility may offer new nontariffed products and services only if the Commission has
adopted and the utility has established:

1. A mechanism or accounting standard for allocating costs to each new product or service to
prevent cross-subsidization between services a utility would continue to provide on a tariffed
basis and those it would provide on a tariffed basis;

2. A reasonable mechanism for treatment of benefits and revenues derived from offering such
products and services, except that in the event the Commission has already approved a
performance-based ratemaking mechanism for the utility and the utility seeks a different sharing
mechanism, the utility should petition to modify the performance-based ratemaking decision if it
wishes to alter the sharing mechanism, or clearly justify why this procedure is inappropriate,
rather than doing so by application or other vehicle.

3. Periodic reporting requirements regarding pertinent information related to nontariffed products
and services; and

4. Period auditing of the costs allocated to and the revenues derived from nontariffed products and
services.

E. Requirement to File an Advice Letter:

Prior to offering a new category of nontariffed products or services as set forth in Section VII C above, a
utility shall file an advice letter in compliance with the following provisions of this paragraph.

1. The advice letter shall:
a) demonstrate compliance with these rules;
b) address the amount of utility assets dedicated to the non-utility venture, in order to ensure

that a given product or service does not threaten the provision of utility service, and show
that the new product or service will not result in a degradation of cost, quality, or
reliability of tariffed goods and services;

C) address the potential impact of the new product or service on competition in the relevant
market, including but not limited to the degree in which the relevant market is already
competitive in nature and the degree to which the new category of products or services is
projected to affect that market.

d) be served on the service list of Rulemaking 97-04011/Investigation 97-04-012, as well as
on any other party appropriately designated by the rules governing the Commission’s
advice letter process.

1. For categories of nontariffed products or services targeted and offered to less than 1% of the number
of customers in the utility’s customer base, in the absence of a protest alleging non-compliance with
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2. A protest of an advice letter filed in accordance with this paragraph shall include:

a) An explanation of the specific Rules, or any law, regulation, decision, or Commission policy
the utility will allegedly violate by offering the proposed product or service, with reasonable
factual detail; or

b) An explanation of the specific harm the protestant will allegedly suffer.

3. Ifsuch a protest is filed, the utility may file a motion to dismiss the protest within 5 working days if it
believes the protestant has failed to provide the minimum grounds for protest required above. The
protestant has 5 working days to respond to the motion.

4. The intention of the Commission is to make its best reasonable efforts to rule on such a motion to
dismiss promptly. Absent a ruling granting a motion to dismiss, the utility shall begin offering that
category of products and services only after Commission approval through the normal advice letter
process.

F. Existing Offerings:

Unless and until further Commission order to the contrary as a result of the advice letter filing or
otherwise, a utility that is offering tariffed or nontariffed products and services, as of the effective date
of this decision, may continue to offer such products and services, provided that the utility complies
with the cost allocation and reporting requirements in this rule. No later than January 30, 1998, each
utility shall submit an advice letter describing the existing products and services (both tariffed and
nontariffed) currently being offered by the utility and the number of the Commission decision or advice
letter approving this offering, if any, and requesting authorization or continuing authorization for the
utility’s continued provision of this product or service in compliance with the criteria set forth in Rule
VII. This requirement applies to both existing products and services explicitly approved and not
explicitly approved by the Commission.

G. Section 851 Application:

A utility must continue to comply fully with the provisions of Public Utilities Code Section 851 when
necessary or useful utility property is sold, leased, assigned, mortgaged, disposed of, or otherwise
encumbered as part of a nontariffed product or service offering by the utility. If an application pursuant
to Section 851 is submitted, the utility need not file a separate advice letter, but shall include in the
application those items which would otherwise appear in the advice letter as required in this Rule.

H. Periodic Reporting of Nontariffed Products and Services:

Any utility offering nontariffed products and services shall file periodic reports with the Commission’s
Energy Division twice annually for the first two years following the effective date of these Rules, then
annually thereafter unless otherwise directed by the Commission. The utility shall serve periodic reports
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on the service lists of this proceeding. The periodic reports shall contain the following information.

1. A description of each existing or new category of nontariffed products and services and the authority
under which it is offered;

2. A description of the types and quantities of products and services contained within each category (so
that, for example, “leases for agricultural nurseries at 15 sites” might be listed under the category
“leases of land under utility transmission lines,” although the utility would not be required to provide
the details regarding each individual lease);

3. The costs allocated to and revenues derived from each category; and

4. Current information on the proportion of relevant utility assets used to offer each category of product
and service.

I. Offering of Nontariffed Products and Services to Affiliates:

Nontariffed products and services which are allowed by this Rule may be offered to utility affiliates
only in compliance with all other provisions of these Affiliate Rules. Similarly, this Rule does not
prohibit affiliate transactions which are otherwise allowed by all other provisions of these Affiliate
Rules.

VIill. COMPLAINT PROCEDURES AND REMEDIES

A. The Commission shall strictly enforce these rules. Each act or failure to act by a utility in violation
of these rules may be considered a separate occurrence.

B. Standing:

1. Any person or corporation as defined in Sections 204, 205, and 206 of the California Public
Utilities Code may complain to the Commission or to a utility in writing, setting forth any act or
thing done or omitted to be done by any utility or affiliate in violation or claimed violation of any
rule set forth in this document.

2. “Whistleblower complaints” will be accepted and the confidentiality of complainant will be
maintained until conclusion of an investigation or indefinitely, if so requested by the
whistleblower. When a whistleblower requests anonymity, the Commission will continue to
pursue the complaint only where it has elected to convert it into a Commission-initiated
investigation. Regardless of the complainant’s status, the defendant shall file a timely answer to
the complaint.

C. Procedure:

1. All complaints shall be filed as formal complaints with the Commission and complainants shall
provide a copy to the utility’s designated officer (as described below) on the same day that the
complaint is filed.
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2. Each utility shall designate an Affiliate Compliance Manager who is responsible for compliance
with these affiliate rules and the utility’s compliance plan adopted pursuant to these rules. Such
officer shall also be responsible for receiving, investigating, and attempting to resolve complaints.
The Affiliate Compliance Manager may, however, delegate responsibilities to other officers and
employees.

[

1 a. The utility shall investigate and attempt to resolve the complaint. The resolution process

shall include a meet-and-confer session with the complainant. A Commission staff
member may, upon request by the utility or the complainant, participate in such meet-and-
confer sessions and shall participate in the case of a whistleblower complaint.

A party filing a complaint may seek a temporary restraining order at the time the formal
complaint is filed. The defendant utility and other interested parties may file responses to
a request for a temporary restraining order within 10 days of the filing of the request. An
assigned commissioner or administrative law judge may shorten the period for responses,
where appropriate. An assigned commissioner or administrative law judge, or the
Commission shall act on the request for a temporary restraining order within 30 days. The
request may be granted when: (1) the moving party is reasonably likely to prevail on the
merits, and (2) a temporary restraining order relief is necessary to avoid irreparable injury,
will not substantially harm other parties, and is consistent with the public interest.

A notice of temporary restraining order issued by an assigned commissioner or
administrative law judge will only stay in effect until the end of the day of the next
regularly-scheduled Commission meeting at which the Commissioner can issue a
temporary restraining order or preliminary injunction. If the Commissioner declines to
issue a temporary restraining order or a preliminary injunction, the notice of temporary
restraining order will be immediately lifted. Whether or not a temporary restraining order
or preliminary injunction is issued, the underlying complaint may still move forward.

b. The utility shall prepare and preserve a report on each complaint, all relevant dates,
companies, customers and employees involved, and if applicable, the resolution reached,
the date of the resolution and any actions taken to prevent further violations from
occurring. The report shall be provided to the Commission and all parties within four
weeks of the date the complaint was filed. In addition, to providing hard copies, the utility
shall also provide electronic copies to the Commission and to any party providing an e-
mail address.

c. Each utility shall file annually with the Commission a report detailing the nature and
status of all complaints.

d. The Commission may, notwithstanding any resolution reached by the utility and the
complainant, convert a complaint to an investigation and determine whether the utility
violated these rules, and impose any appropriate penalties under Section VIIL.D or any
other remedies provided by the Commission’s rules or the Public Utilities Code.

3. The utility will inform the Commission’s Energy Division and Consumer Services Division of
the results of this dispute resolution process. If the dispute is resolved, the utility shall inform the
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Commission staff of the actions taken to resolve the complaint and the date the complaint was
resolved.

4. Ifthe utility and the complainant cannot reach a resolution of the complaint, the utility will so
inform the Commission’s Energy Division. It will also file an answer to the complaint within 30
days of the issuance by the Commission’s Docket Office of instructions to answer the original
complaint. Within 10 business days of notice of failure to resolve the complaint, Energy Division
staff will meet and confer with the utility and the complainant and propose actions to resolve the
complaint. Under the circumstances where the complainant and the utility cannot resolve the
complaint, the Commission shall strive to resolve the complaint within 180 days of the date the
instructions to answer are served on the utility.

5. The Commission shall maintain on its web page a public log of all new, pending and resolved
complaints. The Commission shall update the log at least once every week. The log shall specity,
at a minimum, the date the complaint was received, the specific allegations contained in the
complaint, the date the complaint was resolved and the manner in which it was resolved, and a
description of any similar complaints, including the resolution of such similar complaints.

6. Preliminary Discussions:
0

la. Prior to filing a formal complaint, a potential complainant may contact the responsible
utility officer and/or the Energy Division to inform them of the possible violation of the
affiliate rules. If the potential complainant seeks an informal meeting with the utility to
discuss the complaint, the utility shall make reasonable efforts to arrange such a meeting.
Upon mutual agreement, Energy Division staff and interested parties may attend any such
meeting.

[J

Ib. If a potential complainant makes an informal contact with a utility regarding an alleged
violation of the affiliate transaction rules, the utility officer in charge of affiliate compliance
shall respond in writing to the potential complainant within 15 business days. The response
would state whether or not the issues raised by the potential complainant require further
investigation. (The potential complainant does not have to rely on the responses in deciding
whether to file a formal complaint.)

D. Remedies:

1. When enforcing these rules or any order of the Commission regarding these rules, the
Commission may do any or all of the following:

a. Order a utility to stop doing something that violates these rules;

1'b. Prospectively limit or restrict the amount, percentage, or value of transactions entered into
between the utility and its affiliate(s);

J
c. Assess fines or other penalties;
J
0 d. Prohibit the utility from allowing its affiliate(s) to utilize the name and logo of the utility,
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either on a temporary or a permanent basis;
e. Apply any other remedy available to the Commission.

Any public utility which violates a provision of these rules is subject to a fine of not less than five
hundred dollars ($500), nor more than $20,000 for each offense. The remainder of this subsection
distills the principles that the Commission has historically relied upon in assessing fines and restates
them in a manner that will form the analytical foundation for future decisions in which fines are
assessed. Before discussing those principles, reparations are distinguished.

a. Reparations:

Reparations are not fines and conceptually should not be included in setting the amount of
a fine. Reparations are refunds of excessive or discriminatory amounts collected by a
public utility. PU Code §734. The purpose is to return funds to the victim which were
unlawfully collected by the public utility. Accordingly, the statute requires that all
reparation amounts are paid to the victims. Unclaimed reparations generally escheat to the
state, Code of Civil Procedure §1519.5, unless equitable or other authority directs
otherwise, e.g., Public Utilities Code §394.9.

b. Fines:

The purpose of a fine is to go beyond restitution to the victim and to effectively deter
further violations by this perpetrator or others. For this reason, fines are paid to the State of
California, rather than to victims. Effective deterrence creates an incentive for public
utilities to avoid violations. Deterrence is particularly important against violations which
could result in public harm, and particularly against those where severe consequences could
result. To capture these ideas, the two general factors used by the Commission in setting
fines are: (1) severity of the offense and (2) conduct of the utility. These help guide the
Commission in setting fines which are proportionate to the violation.

1. The Severity of the Offense: The severity of the offense includes several considerations.
Economic harm reflects the amount of expense which was imposed upon the victims, as
well as any unlawful benefits gained by the public utility. Generally, the greater of these
two amounts will be used in establishing the fine. In comparison, violations which
caused actual physical harm to people or property are generally considered the most
severe, with violations that threatened such harm closely following.

The fact that the economic harm may be difficult to quantify does not itself diminish the
severity or the need for sanctions. For example, the Commission has recognized that
deprivation of choice of service providers, while not necessarily imposing quantifiable
economic harm, diminishes the competitive marketplace such that some form of sanction
1s warranted.

Many potential penalty cases before the Commission do not involve any harm to
consumers but are instead violations of reporting or compliance requirements. In these
cases, the harm may not be to consumers but rather to the integrity of the regulatory
processes. For example, compliance with Commission directives is required of all
California Public Utilities:
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“Every public utility shall obey and comply with every order, decision, direction, or rule
made or prescribed by the Commission in the matters specified in this part, or any other
matter in any way relating to or affecting its business as a public utility, and shall do
everything necessary or proper to secure compliance therewith by all of its officers,
agents, and employees.” Public Utilities Code §702.

Such compliance is absolutely necessary to the proper functioning of the
regulatory process. For this reason, disregarding a statutory or Commission
directive, regardless of the effects on the public, will be accorded a high level of
severity.

The number of the violations is a factor in determining the severity. A series of
temporally distinct violations can suggest an on-going compliance deficiency
which the public utility should have addressed after the first instance. Similarly, a
widespread violation which affects a large number of consumers is a more severe
offense than one which is limited in scope. For a “continuing offense,” PU Code
§2108 counts each day as a separate offense.

il. Conduct of the Utility:

This factor recognizes the important role of the public utility’s conduct in (1)
preventing the violation, (2) detecting the violation, and (3) disclosing and rectifying
the violation. The public utility is responsible for the acts of all its officers, agents, and
employees:

“In construing and enforcing the provisions of this part
relating to penalties, the act, omission, or failure of any
officer, agent or employee of any public utility, acting within
the scope of his [or her] official duties or employment, shall
in every case be the act, omission, or failure of such public
utility.” Public Utilities Code §2109.

1) The Utility’s Actions to Prevent a Violation: Prior to a violation occurring,
prudent practice requires that all public utilities take reasonable steps to ensure
compliance with Commission directives. This includes becoming familiar with
applicable laws and regulations, and most critically, the utility regularly
reviewing its own operations to ensure full compliance. In evaluating the
utility’s advance efforts to ensure compliance, the Commission will consider the
utility’s past record of compliance with Commission directives.

2) The Utility’s Actions to Detect a Violation: The Commission expects public
utilities to monitor diligently their activities. Where utilities have for whatever
reason failed to meet this standard, the Commission will continue to hold the
utility responsible for its actions. Deliberate as opposed to inadvertent wrong-
doing will be considered an aggravating factor. The Commission will also look
at the management’s conduct during the period in which the violation occurred
to ascertain particularly the level and extent of involvement in or tolerance of the
offense by management personnel. The Commission will closely scrutinize any
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3)

1v.

attempts by management to attribute wrong-doing to rogue employees.
Managers will be considered, absent clear evidence to the contrary, to have
condoned day-to-day actions by employees and agents under their supervision.

The Utility’s Actions to Disclose and Rectify a Violation: When a public utility
is aware that a violation has occurred, the Commission expects the public
utility to promptly bring it to the attention of the Commission. The precise
timetable that constitutes “prompt” will vary based on the nature of the
violation. Violations which physically endanger the public must be immediately
corrected and thereafter reported to the Commission staff. Reporting violations
should be remedied at the earliest administratively feasible time. Prompt
reporting of violations furthers the public interest by allowing for expeditious
correction. For this reason, steps taken by a public utility to promptly and
cooperatively report and correct violations may be considered in assessing any
penalty.

Financial Resources of the Utility:

Effective deterrence also requires that the Commission recognize the financial resources
of the public utility in setting a fine which balances the need for deterrence with the
constitutional limitations on excessive fines. Some California utilities are among the
largest corporations in the United States and others are extremely modest, one-person
operations. What is accounting rounding error to one company is annual revenue to
another. The Commission intends to adjust fine levels to achieve the objective of
deterrence, without becoming excessive, based on each utility’s financial resources.

Totality of Circumstances in Furtherance of the Public Interest:

0

Setting a fine at a level which effectively deters further unlawful conduct by the subject
utility and others requires that the Commission specifically tailor the package of
sanctions, including any fine, to the unique facts of the case. The Commission will
review facts which tend to mitigate the degree of wrongdoing as well as any facts which
exacerbate the wrongdoing. In all cases, the harm will be evaluated from the perspective
of the public interest.

The Role of Precedent:

The Commission adjudicates a wide range of cases which involve sanctions, many of
which are cases of first impression. As such, the outcomes of cases are not usually
directly comparable. In future decisions which impose sanctions the parties and, in turn,
the Commission will be expected to explicitly address those previously issued decisions
which involve the most reasonably comparable factual circumstances and explain any
substantial differences in outcome.
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IX. PROTECTING THE UTILITY’S FINANCIAL HEALTH

A. Information from Utility on Necessary Capital. Each utility shall provide to the
Commission on the last business day of November of each year a report with the
following information:

1 the utility’s estimate of investment capital needed to build or acquire long-term assets (i.e.
greater than one year), such as operating assets and utility infrastructure, over each of the next
five years.

2 the utility’s estimate of capital needed to meet resource procurement goals over each of the
next five years.

3 the utility’s policies concerning dividends, stock repurchase and retention of capital for each
year.

4 the names of individuals involved in deciding corporate policies for the utility’s dividends,
stock repurchase and retention of capital,

5 the process by which corporate policies concerning dividends, stock repurchase and retention
of capital are implemented; and

6 how the utility expects or intends to meet its investment capital needs.

B. Restrictions on Deviations from Authorized Capital Structure. A utility shall maintain a
balanced capital structure consistent with that determined to be reasonable by the Commission
in its most recent decision on the utility’s capital structure. The utility’s equity shall be retained
such that the Commission’s adopted capital structure shall be maintained on average over the
period the capital structure is in effect for ratemaking purposes. Provided, however, that a
utility shall file an application for a waiver, on a case by case basis and in a timely manner, of
this Rule if an adverse financial event at the utility reduces the utility’s equity by 1% or more.
In order to assure that regulatory staff has adequate time to review and assess the application
and to permit the consideration of all relevant facts, the utility shall not be considered in
violation of this Rule during the period the waiver is pending resolution. Nothing in this
provision creates a presumption of either reasonableness or unreasonableness of the utility’s
actions which may have caused the adverse financial event.

C. Ring-fencing. Within three months of the effective date of the decision adopting the
amendment to the Rules, a utility shall obtain a non-consolidation opinion that demonstrates
that the ring-fencing around the utility is sufficient to prevent the utility from being pulled
into bankruptcy of its parent holding company. The utility shall promptly provide the opinion
to the Commission. If the current ring-fencing provisions are insufficient to obtain a non-
consolidation opinion, the utility shall promptly undertake the following actions:

1. notify the Commission of the inability to obtain a non-consolidation opinion;

2. propose and implement, upon Commission approval, such ring-fencing provisions that are
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sufficient to prevent the utility from being pulled into bankruptcy of its parent holding
company; and then

3. obtain a non-consolidation opinion.

D. Changes to Ring-Fencing Provisions. A utility shall notify the Commission of any changes
made to its ring-fencing provisions within 30 days.
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_1296018561.xls
SCG District 4

		CHANGES IN THERMAL ENHANCED OIL RECOVERY

		IN SOCALGAS' SERVICE TERRITORY IN DISTRICT 4 **

		2006 TO 2007

						Incremental Oil Production

						2006				2007				% Change

		Fields				Thermal				Thermal				2006 to 2007

						(Barrels)				(Barrels)

		Belridge, North				64,000				39,000				-39.1%

		Belridge, South				13,840,000				13,794,000				-0.3%

		Cymric				3,359,000				4,039,000				20.2%

		Lost Hills				1,750,000				2,072,000				18.4%

		McKittrick				1,755,000				1,374,346				-21.7%

		Midway-Sunset				32,543,000				32,865,000				1.0%

		TOTAL				53,311,000				54,183,346				1.6%

		Data Sources:  2006 - 2006 Annual Report of the State Oil and Gas Supervisor, p. 236

		2007 - pre-released draft table of Incremental Oil Production From Enhanced Oil Recovery Projects

		from the office of the California Oil and Gas Supervisor

		**  District 4 Includes Kern, Tulare, and Inyo counties.  The above oil fields are the District 4 fields which are

		performing thermal enhanced oil recovery in SoCalGas' service territory.  They are all in Kern County.
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RECEIVED 1§ LOS ANGELES §

JUN15 1988 SOUTHERN CALIFORNIA | gAS | COMPANY

810 SOUTH FLOWER STREET e LOS ANGELES, CALIFORNIA

HOY M. RAWLINGS
Vice President MAILING ADDRESS: P O. BOX 3249 TERMINAL ANNEX. LOS ANGELES, CALIFORNIA 90051

June 14, 1988

Advice No. 1788-A
U 9204 G

Public Utilities Commission of the State of California

Southern California Gas Company (SoCalGas) hereby
submits for filing a supplemental revision to its Preliminary
Statement originally filed in Advice No. 1788, dated May 6, 1988,
applicable throughout its service territory, as shown on an
attachment.

This filing is in compliance with Decision No.
87-12-039, dated December 9, 1987, and Resolution G-2783, dated
April 27, 1988.

The purpose of this filing is to further refine the
Preliminary Statement in accordance with the new regulatory
framework adopted by the Commission in OII 86-06-005 and OIR
86-06-006. The attached tariff sheets supersede in entirety
Advice No. 1788. :

Pursuant to Ordering Paragraph 2 of Decision No.
87-12-039 this filing is to be effective for service on and after
May 1, 1988. SoCalGas will provide substitute sheets should
subsequent Commission action make such substitution necessary.

In accordance with Section III.G of General Order No.
96-A, a copy of this advice letter is being sent to the parties
listed on an attachment and also to the parties of record in OII
86-06-005 and OIR 86-06-006.

SOUTHERN CALIFORNIA GAS COMPANY

J
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Cal. P.U.C.

ATTACHMENT

Advice No.

Sheet No. Title of Sheet
18816-G Preliminary Statement
18817-G Preliminary Statement
18818-G Preliminary Statement
18819-G Preliminary Statement
18820~G Preliminary Statement
18821-G Preliminary Statement
18822-G Preliminary Statement
18823-G Preliminary Statement
18824-G Preliminary Statement
18825-G Preliminary Statement
18826-G Preliminary Statement
18827-G Preliminary Statement
18828-G Preliminary Statement
18829-G Preliminary Statement
18830-G Preliminary Statement
18831-G Preliminary Statement
18832-G Preliminary Statement
18833-G Preliminary Statement
18833.1-G Preliminary Statement
18834-G Preliminary Statement
18835-G Preliminary Statement
18836-G Preliminary Statement
18837-G Preliminary Statement
18838-G Preliminary Statement
18839-G Preliminary Statement
18840-G Preliminary Statement
18841-G Preliminary Statement
18842-G Preliminary Statement
18843-G Preliminary Statement
18844-G Preliminary Statement
18845-G Preliminary Statement
————— Preliminary Statement
————— Preliminary Statement
————— Preliminary Statement
----- Preliminary Statement
————— Preliminary Statement
18846-G Table of Contents

1788

(Continued)

(Continued)
(Continued)
(Continued)
(Continued)
(Continued)
(Continued)
(Continued)
(Continued)
(Continued)
(Continued)
(Continued)
(Continued)
(Continued)
(Continued)
(Continued)
(Continued)
(Continued)
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(Continued)
(Continued)
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(Continued)
(Continued)
(Continued)
(Continued)
(Continued)
(Continued)
(Continued)
(Continued)
(Continued)
(Continued)
(Continued)

Canceling Cal.
P.U.C Sheet No.

17820-G
17820-G,15267-G
14280-G,15268-G
15268-G,15440-G

18702-G

18702-G

18702-G

18702-G

18702-G
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-
-
-———
-
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-
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16414-G,18523.1-G
18523.1-G,16416-G
18524.1-G

18525.1-G
18566-G
18566-G,18569-G

18569-G
18492-G
18521.1-G
18522.1-G
1l6414-G
18523.1-G
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ATTACHMENT
Southern California Gas Company

Advice 1788-A Distribution List

Burbank Public Service Department

CP National

California Manufacturers Association

City of Anaheim Public Utilities Department
City of Azusa Light and Power Department

City of Banning Municipal Utilities

City of Bellflower

City of Lompoc

City of Los Angeles

City of Riverside, Public Utilities Department
Colton Bureau of Light & Water

Department of the Army, Fort Ord

General Services Administration, San Francisco
General Services Administration, Washington D.C.
Glendale Public Service Department

Imperial Irrigation District

Long Beach Gas Department

Los Angeles Department of Water and Power
March Air Force Base

Naval Facilities Engineering Command, Western Division
Norton Air Force Base

Pacific Gas and Electric Company

Pasadena Water and Power Department

San Diego Gas & Electric Department

San Gabriel Valley Water Company

Southern California Edison Company

Southwest Gas Corporation

Toward Utility Rate Normalization

Vandenberg Air Force Base





SOUTHER

_Revised ca puc sHeer no._ 18816-G*

N CALIFORNIA GAS COMPANY
LOS ANGELES, CALIFORNIA CANCELING CAL. P.U.C. SHEET NO.

Revised 17820-G

(Sheet 1 of 31)
PRELTMINARY STATEMENT

A. GENERAL

SERVICE TERRTTORY: Southern California Gas Company serves gas for
residential, commercial, and industrial purposes within Fresno,
Imperial, Kern, Kings, lLos Angeles, Orange, Riverside, Santa Barbara
San Bernardino, San Iuis Obispo, Tulare, and Ventura Counties under
conditions and in areas definitively set forth in the following tariff
schedules.

ESCRIPI'ION OF SERVICE: Service is provided to two classes of (T)

— "core" and "non-core". Core customers are primarily
m51dentlal and small comercial and industrial customers, without
alternate fuel capability. Non-core customers are prmarlly large
camercial and industrial customers with alternate fuel capability,
utility electric generation and wholesale customers. Non-core
custanersanilaxgecorecustcmersmyd)oosetowrd:asegasfmman
independent supplier or from the core or non-core supply portfolios of
the Utility. Whemmn—corecustcmersmrdmsegasfmﬂmecore supply
portfolio of the Utility, it is under "“core-elect" service. Small core
customers must purchase gas from the core supply portfolio of the
Utility.

Core service is provided under Residential, Multi-Family, Street and
Outdoor Lighting and Commercial and Industrla.l procurement and
transportation rate schedules. Non-core service is rendered under
Commercial and Industrial, Cogeneration, Utility Electric Generation
and Wholesale procurement and transportatlon rate schedules. All
applicants for service shall be served in accordance with the rates,
conditions and rules set forth in these tariff schedules.

' Iheratasspeufledmtlmseschedul&sapplyonlytotheuseofsum

gasasmfumshedortransportedbytheUulltymtheUuhty'
service area. 'Ihegassupplledlstobeoftheheatmgvalue, quality
and pressure as stated in Rule No. 2.

See Rule No. 2 for a more detailed description of service.

TO OBTATN CE: Application for gas service from the
Utility should be made in accordance with the procedure set forth in
Rule No. 3. Applicants for service must conform to and camply with the
applicable Utll:.ty filed tariff schedules. Where an extension of the
Utlllty's main or service piping is necessary or a substantial
investment is required to supply service, the amhcant will be
informed as to the conditions under which service will be supplied.

(continued)
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(TO BE INSERTED BY UTILITY) {TO BE INSERTED BY CAL. P.U.C.)
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1788-A

ADVICE LETTER NO. HOY M. RAWL'NGS DATE FILED
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VICE PRESIDENT EFFECTIVE

REV. 85-00

RESOLUTION NO






SOUTHERN CALIFORNIA GAS COMPANY

Revised 18817-G*

CAL. P.U.C. SHEET NO.

LOS ANGELES, CALIFORMNIA CANCELING CAL. P.U.C. SHEET NO.

17820-G, 15267-G, 14280-G &
Revised 15268-G

(Shest 2 of 31)
PRELIMINARY STATEMENT
(Contirued)

ESTABLISHMENT OF CREDIT: After making application for gas service, the
applicant must establish credit with the Utility in accordance with Rule
No. 6 before this service can be rendered.

MEASUREMENT OF GAS: All gas delivered by the Utility to its customers
shall be measured by means of suitable standard gas meters or in the case
of street or outdoor lighting through fixed orifices of predetermined
capacity served at constant pressure for unvarying loads.

DISCOUNTS: All rates hereinafter listed are net rates except as provided
in Schedule No. GSandarenotsubjecttodJ.scumt for prampt payment of
bills. No discount on bills is allowed in consideration of custamer '
advancing funds.

RECONNECTTON CHARGE: A reconnection charge may be made and collected by
the Utility under Rule 10 where service has been discontinued for
non-payment of bills or failure to camply with tariff schedules.

CONTINGENT REFUNDS AND RATE REDUCTIONS: Supplier refunds are passed
through to the appropriate custamer classes unless the Camission directs
a different disposition.

CLIMATE ZONES: The climate zones, used for determination of the
allowable base.lme quantities for residential usage during the core
billing period November through April, are based upon geograghic areas

and annual heating degree days adopted by the California Department of
Housing and Community Development, as follows:

Zone Degree Days

2500 or less
2501 - 4500
4501 = 7000

W N R

(continued)

(TO BE INSERTED BY UTILITY) (TO BE INSERTED BY CAL. P.U.C))

ISSUED BY

1788-A

ADVICE LETTER NO ROY M HAWL[NGS DATE FILED.

DECISION NO 87-12-039

REV. 5-80

VICE PRESIDENT EFFECTIVE

RESOLUTION NO.______ .. __
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__Revised caL ruc sueerno._18818-G*

SOUTHERN CALIFORNIA GAS COMPANY _ 15268-G &
LOS ANGELES, CALIFORNIA CANCELING REVlsed CAL. P.U.C. SHEET NO._l_S_qfi_
(Sheet 3 of 31) (T
PRELIMINARY STATEMENT
(Contirued)
10. BIILING QODES: Under the "Rate" portion of a residential customer's bill |(T)

()

(D)

(1)
(L)

(W)
(R)
(T

the references in the spaces, from left to right, indicate the following:

Rate designation
Climate zone
Baseline or non-baseline code

11. SYMBOLS USED ON TARTIFF SHEETS: In accordance with Section 491 of the (T)
Public Utilities Code, the following symbols will be used to direct the
Camission's attention to proposed changes in the tariff schedules:

To signify changed listing, rule, or condition that may affect
rates or charges

To signify discontinued material, including listing, rate, rule or
cordition :

To signify increase

To signify material relocated from or to ancther part of tariff
schedules with no change in text, rate, rule or condition

To signify new material, including listing, rate, rule or condition
To signify reduction

To signify change in wording of text but not change in rate, rule or
condition

(D)

(continued)
(TO BE INSERTED BY UTILITY) iEEtED by (TO BE INSERTED BY CAL. P.U.C.)
ADVICE LETTER NOQ I?SS-A ROY M HAWL‘NGS DATE FILED
87-12-039
DEciISiON NO VICE PRESIDENT EFFECTIVE

REV. 3-80

RESOLUTION NO.






Revised 18819-G*
CAL.P.UC.SHEETNO.______
SOUTHERN CALIFORNIA GAS COMPANY
Revised 18702-G
LOS ANGELES. CALIFORNIA CANCELING CAL. P.U.C. SHEET NO.
(Sheet 4 of 31)
STA
(Continued)
B. RATES
1. OF RATES IN ATIT, SCHEDULES.
CORE RESTDENTTAI, SERVICE _Customer Charge Commodity Charge (¢/th)
Schedules Nos. GR, GS & GM 10.192¢/meter/day
Baseline Usage 32.618
Non-Baseline Usage 84.620

QORE COMMERCTATL/INDUSTRIAL SERVICE

Schedule No, av-10(%)
32.877¢/meter/day for P-1

$50/month for P-2
0-5,000 therms
Over 5,000 therms
Schedule No. GN-20 $10/month for P-1

$50/month for P-2
Core Portfolio (GN-20C)
0-5,000 therms
Over 5,000 therms

Non-Core Portfolio (GN-20N)
0-5,000 therms
Over 5,000 therms

Schedule No. GT-20
$10/month for P-1

$50/month for P-2

0-5,000 therms
Over 5,000 therms

Summer Winter

46.731 60.028
40.231 44.231

46.731 60.028
40.231 44.231

43.728 57.025

37.228 41.228
Transmission Charge(¢/th)
Summer Winter
25.392 38.689
18.892 22.892

(1) Schedule No. GL rates are set commensurate with Schedule No. G¥-10.
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PRETIMINARY STATEMENT
(Continued)
B. RATES (Contimued) (T)
h I SUMMARY OF RATES FOUND IN ATT RATE SCHEDULES (Oontim.led) (N)
Procurement costs applicable to all )
of the following "GN" Rate Schedules Procurement Cost (¢/th)
Core Portfolio 21.339
Non-Core Portfolio (All But GN=-70) 18.336
Non—Core Portfolio (GN-70) 18.278
NON—-CORE_COMMERCTATL/TNDUSTRTAT, SERVICE
Schedule Nos. GN-30 & GT-30 Customer Charge
0-5,000 therms $150/month
5,000-30,000 therms $350/month
30,000-200,000 therms $750/month
200,000-1,000,000 therms $1,000/mnth
Over 1,000,000 therms $3,500/month
' Transmission Charges(¢/th)
(P-2B) (Other)
Demand D-1 6.490 6.491
Demand D-2 Summer 2.082 1.875
Demand D-2 Winter 4.078 3.749
Volumetric 4.089 3.920
ENHANCED OTT, RECOVERY SERVICE
Sch e Nos. &GN-40 GT-40 $500/ .
Volumetric 4.489
OOGENERATTON SERVICE
os. GN=-50 50 e
Volumetric 9.416
UTTIITY ETECTRIC GENERATION SERVICE
Schedule Nos. GN-60 & GT-60 —_—
Demand (2)
Tier I Volumetric 5.118
Tier II Volumetric 1.447
WHOLESATF SERVICE
Schedule Nos. GN-70 & GT-70 —
Demand (2)
Volumetric 2.126
(2) Varies by custamer and month — see appropriate rate schedule for details. (N)
(continued)
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PRELIMINARY STATEMENT

Contin
B. RATES (Continued) ( ued)
2. ITEMIZED STATEMENT OF THE _NON-GAS COMPONENTS [N THE SUMMARY OF RATES (N
(cents per therm)
Cogeneration Pipeline MPO
Fixed Shortfall Implementation Demand Transition
Costs Account Account Charge Rate Rate
ORE
SCHEDULES GR, GS & GM
Baseline 5.104 0.000 0.081 3.796 0.175
Hon-Baseline 57.106 0.000 0.081 3.796 0.175
SCHEDULES GM-10, GN-20 & GT-20
Summer Charge
0-5000 therms 19.217 0.000 0.081 3.796 0.175
Over 5000 therms 12.717 0.000 0.081 3.796 0.175
Winter Charge
0-5000 therms 32.514 0.000 0.081 3.796 0.175
Over 5000 therms 16.717 0.000 0.081 3.796 0.175
NON- CORE
SCHEDULES GN-30 & GT-30, P-2B
D-1 Demand Charge, (1) 0.778 0.000 0.081 3.508
D-2 Demand Charge, Summer(2) 2.082 0.000
D-2 Demand Charge, Winter(2) 4.078 0.000
Volumetric Charge 3.914 0.000 0.175
SCHEDULE GL(3)
(1)  These components are multiplied by the customer's D-1 billing determinants.

(2) These components are multiplied by the customer's D-2 billing determinants. :

(3) These rates are based on GN-10/GN-20/GT-20 rates. (N)
(continued)
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PRELIMINARY STATEMENT
(Continued)
B. RATES (Continued)
1TEMI TATEMENT OF THE NON-GAS COMPONENTS IN THE SUMMARY OF RATES (Continued) (N)
(cents per therm)
El Paso
Take-or-Pay Liquids GEDA
Transition Trensition Tramsition CCA NRSA
Rate Rate Rate Rate Rate CFCA
CORE
SCHEDULES GR, GS & GM
Baseline 0.000 0.820 0.205 1.098 0.000
Non Baseline 0.000 0.820 0.205 1.098 0.000
SCHEDULES GN-10,GN-20 & GT-20
Summer Charge
0-5000 therms 0.000 0.820 0.205 1.098 0,000
Over 5000 therms 0.000 0.820 0.205 1.098 0.000
Winter Charge
0-5000 therms 0.000 0.820 0.205 1.098 0.000
Over 5000 therms 0.000 0.820 0.205 1.098 0.000
NON-CORE
SCHEDULES GN-30 & GT-30, P-2B -
D-1 Demand Charge(1) 0.820 0.205 1.098 0.000 N/A
D-2 Demand Charge, Summer(2) 0.000 N/A
D-2 Demand Charge, Winter(2) 0.000 N/A
Volumetric Charge 0.000 0.000 N/A
SCHEDULE GL(3)
(1)  These components are multiplied by the customer's D-1 billing determinants.
(2)  These components are multiplied by the customer's D-2 billing determinants.

(3) These rates are based on GN-10/GN-20/GT/20 rates. (N)
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PRELIMINARY STATEMENT

(Sheet 8 of 31) (T

(Continued)
RATES (Continued)
2. ITEMIZED STATEMENT OF THE NON-GAS COMPONENTS IN THE SUMMARY OF RATES (Continued) (N
(cents per therm)
Cogeneration Pipeline MPO
Fixed Shortfall Implementation Demand Transition
Costs Account Account Charge Rate Rate
NONCORE
SCHEDULES GM-30 & GT-30, Other
D-1 Demand Charge (1) 0.780 0.000 0.081 3.508
D-2 Demand Charge, Summer(2) 1.875 0.000
D-2 Demand Charge, Winter(2) 3.749 0.000
Volumetric Charge 3.745 0.000 0.175
SCHEDULES GM-40 & GT-40
Volumetric Charge 4.4689
SCHEDULES GN-50 & GT-50(3)
SCHEDULES GN-60 & GT-40
Demand Charge(&) 2.138 0.000 0.081 3.508
Volumetric Charge(5) 1.951 0.000 0.175
SCHEDULES GN-70 & GT-70, Long Beach
Demand Charge(4) 1.133 0.000 0.000 3.599
Volumetric Charge 1.951 0.000 0.175
SCHEDULES GN-70 & GT-70, San Diego
Demand Charge(4) 1.448 0.000 0.000 3.814
Volumetric Charge 1.951 0.000 0.175
These components are multiplied by the customer's D-1 billing determinants.
These components are multiplied by the customer's D-2 billing determinants.
Use the sum of the components of the GN-60/GT-60 rate schedules or the customer's otherwise
applicable rate schedule, whichever is lower.
These components are multiplied by the customer's forecasted monthly throughput.
These components represent the weighted average of the components in the 2-Tier UEG rate structure

established in Decision No. 87-12-039.

(N)
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B. RATES (Continued)

2. 1TEMIZED STATEMENT OF THE NON-GAS COMPONENTS IN THE SUMMARY OF RATES (Continued) (q)
{cents per therm)

El Paso
Take-or-Pay Liquids GEDA
Transition Transition Transition CCA NRSA
Rate Rate Rate Rate Rate
NONCORE '
SCHEDULES GN-30 & GT-30, Other
D-1 Demand Charge(1) 0.820 0.205 1.098 0.000
D-2 Demand Charge(2) 0.000
D-2 Demand Charge(2) 0.000

Volumetric Charge 0.000

SCHEDULES GN-40 & GT-40
Volumetric Charge

SCHEDULES GM-50 & GT-50(3)

SCHEDULES GN-60 & GT-60
Demand Charge(4) 0.000 0.820 0.205 0.000 0.000
Volumetric Charge(5)

SCHEDULES GN-70 & GT-70, Long Beach
Demand Charge(4) 0.000 0.817 0.204 0.000 0.000
Volumetric Charge 0.000

SCHEDULES GN-70 & GT-70, SDGRE
Demand Charge(4) 0.000 0.817 0.204 0.000 0.000
Volumetric Charge 0.000 I

(1)  These components are multiplied by the customer's D-1 billing determinants.

(2) These components are multiplied by the customer's D-2 billing determinants.

(3) Use the sum of the components of the GN-60/GT-60 rate schedules or the customer's otherwise
applicable rate schedule, whichever is lower.

(4) These components are multiplied by the customer's forecasted monthly throughput.

(5) These components represent the weighted average of the components in the 2-Tier UEG rate
structure established in Decision No. 87-12-039.

)
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PRELIMINARY STATFMENT
(Continued)

C. ANNUAL CTTVITTES

1. In an Anmual Cost Allocation Proceeding (ACAP), the Utility shall file
and the Cammission shall authorize an allocation of Utility's revenue
requirement and reallocation of balancing account balances among
custamer classes, the rates for core custamers and the rates or a range
of rate for non-core customers.

Utility's application for the ACAP shall be filed on or before March 15
for rates to be effective on July 1 (the revision date).

2. The Utility may file an additional application to be effective Jamuary 1
of the following year (the revision date) to change core bundled rates
ard the cost of the core procurement portfolio. This additional
application shall not change the allocation of fixed costs nor change
the transmission charges to non-core custamers.

The Utility may file this application only if a filing would produce a
change in the average total core rate of at least four percent from the
average of the authorized core rates. This percentage change shall be
determined using the following information:

a. An updated forecast of core and core-elect demand;

b. A forecast of gas costs based on the gas purchase mix established for
ratemaking purposes in the last ACAP;

c. The core and core—elect cost of gas portion of the reverme
requirement, plus a twelve-month amortization of the forecasted
balance in the Core Purchased Gas Account (CPGA), divided by the
cambined forecast of core and core-elect gas sales volumes; and

d. The core portion of the total non-gas costs adopted in the most
recent cost allocation proceeding, excluding GEDA and CCA costs, plus
a twelve-month amortization of the forecasted balance in the Core
Fixed Cost Account (CFCA), divided by the forecast of core gas sales.

3. The forecast periods for the above rate activities shall be the
twelve-month pericds beginning with the revision dates in the

applications.
(continued)
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(Continued)

C. ANNUAL RATE ACTIVITIES: (Continued)

4. Other decisions by the CPUC may require revisions at times other than
those specified here.

D. REVENUE REQUIREMENT: The revenue requirement consists of the sum total of
all estimated costs to provide service for the forecast period. Rates will
be established to recover all items in the Reverue Requirement. The

camponents of the revenue requirement are as follows:

1. TRANSTTION QOSTS: Transition costs are those actual or estimated costs
remaining from the past structure and practices of the gas industry
resulting from a gas purchase contract, tariff or arrangement that must -
have taken effect before the division of the supply portfolio in
Decision Nos. 86-12-009 and 86-12-010, dated December 3, 1986; have been
initiated for the benefit of all ratepayers; have been intended to be
recouped from all ratepayers; and now results in costs in excess of a
currently reascnable level.

a. Cost Categories

1. Take—or-Pay Costs: These are the costs that may be passed on
to the Utility by pipelines for the buy-ocut or buy-down of
pipelines' obligations with their producer-suppliers to take
a given amount of gas or prepay the costs of such gas not
taken.

ii. El Paso Liquids Costs: These are the costs from the direct
billing to the Utility of El Paso's liquids undercollection.

iii. Minimm Purchase Obligation (MPO) Excess Gas Costs: These
are the gas costs in excess of a reasonable amount that would
be paid in a campetitive market.

iv. Gas Exploration and Development Costs: These are costs that

remain from a program initiated to develop new sources of
Supply (see Preliminary Statement, Part E.9).

V. Order 94/270 Costs: These are commodity-related costs that
were held in a separate account until all contested issues

surrounding them were resolved by the Federal Energy
Regulatory Commission.

(continued)
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PRELIMINARY STATEMENT
(Contirued)

D. REVENUE REQUIRFMENT: (Contirued)

TRANSTTTION QOSTS: (Continued)

b. Transition costs allocated to the core market shall be recovered
through the Core Fixed Cost Account (CFCA) (see Preliminary
Statement, Part E.3).

c. Transition costs allocated to the non-core market shall be
recovered through the Noncore Fixed Cost Account (NFCA) and the
Noncore Transition Cost Account (NTCA) (see Preliminary Statement,
Parts E.4 ard E.7). Orﬂyt}wsetraxmsltloncostsreocveredtlmgh
the NTCA are part of Revenue Requirements.

PIPELINE DEMAND CHARGES: Pipeline Demand Charges include Transwestern,
El Paso, PITCO and POPCO fixed costs.

CARRYING COST OF GAS IN STORAGE: The Carrying Cost of Gas in Storage
shallbedetermmedbasedontheforecastedvalueofgasmstorageand

the interest rate in Preliminary Statement, Part F.

OORE_PURCHASED GAS ACOOUNT (CPGA) BAIANCE: The revenue requirement
shall include an amortization of the forecasted revision-date balance in
the CPGA based on the latest recorded data available (see Preliminary
Statement, Part E.1l). This amortization will be reflected in rates for
core and core-elect custamers only.

OORE FIXFD COST ACOOUNT (CFCA) BATANCE: This shall be an amortization
of the forecasted revision-date balance in the CFCA based on the latest

recorded data available (see Prelm:mary Statement, Part E.3). This
amortization will be reflected in rates for core custamers only.

CORE TMPTEMENTATTON ACOOUNT (CTA) BATANCE: This shall be an

amortization of the forecasted revision-date balance in the CI2 based on
the latest recorded data available (see Preliminary Statement, Part
E.5).

NON-CORE IMPLFMFNTATION ACCOUNT (NIA) BAIANCE: This shall be an
amortization of the forecasted revision-date balance in the NIA based on
the latest recorded data available (see Preliminary Statement, Part
E.6).

NON-CORE TRANSITION OOST ACCOUNT (NTCA) BAIANCE: This shall be an
amortization of the forecasted revision-date balance in the NTCA based
on the latest recorded data available (see Preliminary Statement, Part
E.7). This amortization will be reflected in rates for non-core
custamers only. (continued)
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PRELIMINARY STATEMENT
(Continued)

D. REVENUE REQUIREMENT: (Continued)

9. ENHANCED OTL, RECOVERY ACOOUNT (EORA) BATANCE: This shall be an
amortization of the forecasted revision-date balance in the EORA based

on the latest recorded data available (see Preliminary Statement, Part

E.B).
10. CONSERVATION COST ADJUSTMENT (OCA) AMOUNT: This will be the total cca

Amount expected to occur during the forecast period (see Preliminary
Statement, Part E. 10).

11. NEGOTTATED REVENUE STABTLITY ACCOUNT (NRSA) BATANCE: This shall be an
amortization of the forecasted revision—date balance in the NRSA based
on the latest recorded data available (see Preliminary Statement, Part
E.11).

12. LOST AND UNACCOUNTED FOR (IUAF) & COMPANY USE (CU): This cost-of-gas
camponent shall be determined by multiplying the IUAF & CU quantities
times the system average cost of gas.

13. PURCHASED COST OF GAS (SALES ONLY): This amount is determined by
multiplying the forecasted core and noncore sales by the appropriate
core or noncore weighted average costs of gas (WACOG) in the Core and
Noncore Portfolios.

14. FRANCHISE FEES AND UNCOLIECTIBIE ACOUUNTS EXPENSES (F&U): The amount to
be added for F&U shall be determined by multiplying the sum of sections
D.1 through D.13 above times the most recent F&U factor (Uncollectible
accounts expenses do not apply to wholesale customers.)

15. GAS MARGIN: This amount shall be the total annual fixed costs as
authorized and defined by the Cammission as gas margin. The gas margin
embedded in rates effective May 1, 1988 is $1,235,607,000. (However,
the actual gas margin currently authorized by the Camission resulting
from Advice No. 1781, dated March 28, 1988, is $1,231,373,000. The
Utility shall maintain a separate balancing account to reconcile the gas
margin embedded in non-core rates and the gas margin authorized by the
Cammission and allocated to non-core customers. The disposition of the
balance in this account shall be addressed in Utility's next ACAP

(continued)
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PRELIMINARY
(Continued)

D. REVENUE REQUIREMENT: (Continued)
15. GAS MARGIN: (Continued)

.) Of the $1,235,607,000, the core market is allocated
$1,004,405,000 and the non-core market is allocated $209,174,000. These
allocated quantities are net of adjustments for authorized EOR revenue
of $21,222,000, long term contracts revermue of $6,753,000 (with a net
adjustment of $0) and interutility transportation reverue of $806,000.

16. COST ATIOCATION FACTORS: These factors are derived from the Cost
Allocation Summary table filed by Advice No. 1767-A (3rd Supplemental), -
dated April 29, 1988, and are used to allocate recorded monthly costs to
the core armd non-core customer classes.

Factor
Non—Core
Cost Category Core including who e
Pipeline Demand Charges 0.4418 0.5582
Carrying Cost of Storage 0.5473 0.4527
Inventory (including F&U)
Transition Costs (including, 0.4271 0.5729

but not limited to, El Paso
Liquids Costs and FERC Order
94/270 Costs)

E. DESCRIPTTION OF ACCOUNTS: Balancing accounts, which are included in revermue
requirements, are accounts where expenses are campared with revenues from
rates designed to recover those expenses, forecasted expenses are campared
with recorded expenses, or forecasted revenues are compared with recorded
reverues. The resulting under- or over-collection, plus interest calculated
in the manner described in Preliminary Statement, Part F, is recorded on
Utility's financial statements as an asset or liability, which is owed from
or due to the ratepayers. Balances in balancing accounts are to be
amortized in rates.

Memorandum accounts operate similarly to balancing accounts except that no
interest is accumulated and the stockholder is at risk for the resulting
under- or over-collection. Memorandum accounts are not recorded on
Utility's financial statements and do not represent a part of ongoing or
future revernue requirements.

(continued)
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PRELIMINARY STATEMENT
(Continued)

E. DESCRIPTTION OF ACCOUNTS: (Continued)

CORE PURCHASFD GAS ACCOUNT (CPGA): The CPGA is a balancing account. The
purpose of this account is to balance the recorded cost of gas bought
for the core procurement market with revenue from the sale of that gas.

Cammencing on the effective date of this tariff, Utility shall maintain
the CPGA by making entries at the end of each month as follows:

a. A debit entry equal to the recorded gas cost in the Core Portfolio
Account during the month, which includes all gas purchased for core
procurement customers;

b. Credit entries equal to the procurement revenue from the sale of
core gas delivered during the month, excluding the allowance for
F&U; and

C. An entry equal to the interest on the average of the balance in the
account during the month, calculated in the manner described in
Preliminary Statement, Part F.

NONCORE PURCHASED GAS ACOOUNT (NPGA): The NPGA is a memorandum account.
The purpose of this account is to track the recorded cost of gas bought
for the noncore procurement market and revenue from the sale of that

gas.

Cammencing on the effective date of this tariff, Utility shall maintain
the NPGA by making entries at the end of each month as follows:

a. A debit entry equal to the recorded gas cost in the Noncore
Portfolio Account during the month, which includes all gas
purchased for non-core procurement custamers;

b. A credit entry equal to the procurement reverue fram the sale of
noncore gas delivered during the month, excluding the allowance for
F&U.

(continued)
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(Continued)

E. DESCRIPTTON OF ACOOUNTS (Continued)

3. OORE FIXED QOST ACQOUNT (CFCA): The CFCA is a balancing account. The
purpose of this account is to balance the recorded pipeline demand
charges and transition costs allocated to the core market and forecasted
margin costs allocated to the core market with all non-gas revemue from
the core market.

Cammencing on the effective date of this tariff, Utility shall maintain
the CFCA at the end of each month as follows:

a. A credit entry equal to the portion of exchange revenue allocated
to the core market;

b. A credit entry equal to: the total revenue from core deliveries
during the month, excluding procurement revenue; interutility
revenue; revenue for the amortization of the Core Implementation
Account Balance; and revenue for GEDA and CCA; less the allowance
for F&U on net revenue;

o Adebltentryequal toone—twelfﬂlofthecoreportmn of the gas
margin; less the allowance for F&U in the gas margin;

d. Adebltmtzyequaltomme-twelfthofthecorepomonofthe
variance between gas margin embedded in rates and actual authorized
margin;

e. Adebltmtryeq&mltotheooreportmnofrecordedtake—or-pay
costs;

f. Adebltentxyequaltotheooreportlonofrecordedplpelmedemand
charges;

g. A debit entry equal to the core portion of recorded El Paso liquids
costs;

h. A debit entry equal to the core portion of recorded minimm
purchase obligation costs;

i. A debit entry equal to the core portion of recorded FERC Order
94/270 costs;

Je A debit entry equal to the core portion of the recorded carrying
cost on current storage gas, based on the average value of current
storage gas at the beginning and at the end of the month,
calculatedmthemarmerdescnbedmkelmma:yStatement,Part
F;
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E. DESCRIPTION OF ACCOUNTS (Continued)
3. QORE FIXED QOST ACCOUNT (CFCA): (Continued)

k. Adebitentryequaltotnecoreportimoftherecordedpardmsed
gas cost for Lost and Unaccounted For (LUAF) and Campany Use (CU);
and

1. 2n entry equal to interest on the average of the balance in the
account during the month, calculated in the manner described in
Preliminary Statement, Part F.

4. NONCORE FIXED COST ACCOUNT (NFCA): The NFCA is a memorandum account.
Eheplrposeofthisacommtistotmdcrecordedpipelinedemnddaarges
allocated to the non—core market, forecasted margin costs allocated to
the non-core market and non-gas revemues from the non-core market
(except for transition costs and reverue tracked in the NTCa).

Cammencing on the effective date of this tariff, Utility shall maintain
the NFCA by making entries at the end of each month as follows:

a. Acfeditequaltoﬂaeportimofexdaangerevermeallocateﬂtothe
non—core market;

b. A credit entry equal to the total reverue from non-core deliveries
during the month, excluding procurement revenue; interutility
reverue; revenue for the amortization of the Non-core
Implementation Account; and revenue for GEDA, CCA, NRSA, the
Non—Core Transition Costs Account, the Enhanced 0il Recovery
Account, and the Cogeneration Shortfall Balancing Account; less the
allowance for F&U on net revenue;

C. A debit entry equal to the monthly volumetrically-based allocation
of the noncore portion of the gas margin; less the allowance for
F&U in the gas margin;

(continued)
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PRETTMINARY STATEMENT
(Continued)

E. DESCRIPTION OF ACCOUNTS (Continued)
4. NONCORE FIXED COST ACCOUNT (NFCA):

d.* A debit entry equal to the non—core portion of recorded pipeline
demand charges;

e.* A debit entry equal to the non-core portion of the recorded
carrying cost of gas in storage during the month, calculated in the
manner described in Preliminary Statement, Parts F.2 & F.3;

f.* A debit entry equal to the non—core portion of recorded take-or-pay .
costs;

g.* A debit entry equal to the non-core portion of recorded minimum
purchase obligation costs; and

h. Adebitentryequaltothenm—coreportimofthereoorded
purchased gas cost of Lost and Unaccounted For (LUAF) and Company
Use (CU).

5. CORE IMPIFMENTATTON BAIANCING ACCOUNT (CIA): The CIA is a balancing
account. The purpose of this account is to balance revemue collected
through the core implementation rate with the adopted core :
implementation balance. The adopted core implementation balance is that
portion of Utility's Consolidated Adjustment Mechanism (CaM) balance as
of April 30, 1988 that was allocated to the core class of service. The
recorded CAM balance as of April 30, 1988 will be adjusted, as required,
for any late adjustments on CAM activity that transpired on or before
April 30, 1988. This implementation account applies to retail custamers
only.

*Utility shall maintain separate subaccounts to reconcile forecasted and
recorded costs. Monthly entries to these subaccounts shall consist of:

a. Acreditequaltomme—twelfthofthea:malmn—ooreportionof
forecasted charges; and

b. A debit equal to the non-core portion of recorded charges during the

month.
(continued)
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PRELIMINARY STATEMENT
(Contimued)

E. DESCRIPTION OF ACCOUNTS (Continued)

CORE_TMPTEMENTATION BATANCING ACOOUNT (CTA): (Comtirmed)

This account is allocated 49.88 percent of the April 30, 1988 CaM
balance as adjusted for May, 1988 and subsequent CAM-related activity
that relates specifically to April, 1988 deliveries. Each month, the
following entries will be made to this account:

a. A credit entry equal to the Implementation Accourt revenue from
core deliveries during the month, excluding the allowance for F&U;

b. An entry equal to required adjustments to the recorded balance for
CAM activity on or before April 30, 1988 allocated to the core
market; and

€. An entry equal to interest on the average of the balance in the
account during the month, calculated in the manner described in
Preliminary Statement, Part F.

An initial rate will be determined based on the estimated April 30, 1988
balance allocated to the core class, as prescribed in Decision No.
87-12-039. The estimated April 30, 1988 balance allocated to the core
class is an undercollection of $6.067 million. This rate component may
be adjusted in future cost allocation proceedings and will exist only
until the actual balance is fully recovered, at which time an advice
letter filing will be made to reflect the recovery.

NONCORE IMPLEMENTATTION ACCOUNT (NIA): The NIA is a balancing account
which applies only to non-core retail custamers. The purpose of this
account is to balance revenue collected through the non-core
implementation rate with the adopted non-core implementation balance.
The adopted non-core implementation balance is that portion of Utility's
recorded CAM balance as of April 30, 1988 that was allocated to the
retail non-core class of service. The recorded CAM balance as of April
30, 1988 will be adjusted, as required, for any late adjustments on CAM
activity that transpired on or before April 30, 1988.

(continued)
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(Continued)
E. DESCRIPTION OF ACCOUNTS (Contirnued)
6. NONCORE IMPIEMENTATION ACCOUNT (NIA): (Continued)

This account is allocated 50.12 percent of the April 30, 1988 CaM
balance as adjusted for May, 1988 and subsequent CAM-related activity
that relates specifically to April, 1988 deliveries. Each month, the
following entries will be made to this account:

a. A credit entry equal to the Implementation Account revenmue from
retail non-core deliveries during the month, excluding the
allowance for F&U.

b. 2n entry equal to required adjustments to the recorded balance for -
CAM activity on or before April 30, 1988 allocated to the retail
non-core market; and

C. 2An entry equal to interest on the average of the balance in the
account during the month, calculated in the manner described in
Preliminary Statement, Part F.

An initial rate will be determined based on the forecasted April
30, 1988 balance allocated to the retail noncore class, as
prescribed in Decision No. 87-12-039. The forecasted April 30,
1988 balance allocated to the retail noncore class is an
undercollection of $6.097 million. This rate camponent may be |
adjusted in future cost allocation proceedings and will exist only
until the actual balance is fully recovered, at which time an
advice letter filing will be made to reflect the recovery.

7. NONCORE TRANSITION OOSTS ACOUUNT (NTCA) : 'Ihemj.sabg._ajm
account. The purpose of this account is to balance certain transition
costs adopted by the Commission and allocated to the non-core market
with related transition cost revenue from non-core custamers.

Commencing on the effective date of this tariff, Utility shall maintain
the NTCA by making entries at the end of each month as follows:

a. A debit entry equal to the non-core portion of recorded El Paso

liquids costs;
b. A debit entry equal to the non-core portion of recorded FERC Order
94/270 costs;
(continued)
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E. DESCRIPTION OF ACQOUNTS: (Continued)
7. NONCORE TRANSTTTION COST ACCOUNT (NTCA) (Contimued)

C. A credit entry equal to the El Paso liquids and FERC Order 94/270
Transition Cost reverme from non-core deliveries during the month,
excluding the allowance for F&U (other Transition Cost reverme is a
credit entry to the NFCA); and '

d. An entry equal to interest on the average of the balance in the
account during the month, calculated in the mamner described in
Preliminary Statement, Part F.

8. ENHANCED OTL RECOVFRY ACCOUNT (EORA): This EORA is a balancing account.
The purpose of this account is to balance recorded BOR revenue with
forecasted EOR revernues.

Cammencing on May 1, 1988, Utility shall maintain the BORA by making
entries at the end of each month as follows:

a. A debit entry equal to one-twelfth of $21.222 million, the
forecasted EOR revermue amount used to offset the reverue

requirement in the most recent annual cost-allocation proceeding;

b. A credit entry equal to 75 percent of EOR non-gas revenue under
contracts signed on or before December 3, 1986, and 95 percent of
EOR nongas revenue under contracts signed subsequent to December 3,
1986. EOR nongas revemue shall equal revenue from EOR customers
excluding the following:

s A floor rate of 3.0 cents per therm for contracts signed on
or before December 3, 1986, and a floor rate equal to the
short-run marginal cost for contracts signed subsequent to
December 3, 1986,

2 Gas procurement costs, and
i A Interutility transportation costs; and
C. An entry equal to interest on the average of the balance in the

account during the month, calculated in the manner described in
Preliminary Statement, Part F.
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9. GAS ON_AND PMENT ACQOUNT : GEIDMA is
defined as a transition cost (see Preliminary Statement, Part D.1l.a.iv)
The GEDA account is a balancing account. The purpose of the GEDA
provision is to reflect in rates the cost of gas exploration and
development projects undertaken by the Utility that have been approved
by the Camission.

a. Applicability: This GEDA clause shall apply as a Transition Cost
to all rate schedules and contracts for gas service subject to the"
jurisdiction of the Comission, except for those schedules and
contracts specifically excluded by the Commission.

b. Revision Date: The Revision Date applicable to the collection of
GEDA costs shall coincide with the revision date of the Anmual Cost
Allocation proceeding or at other times as ordered by the
Camission.

C. [Forecast Period: The twelve-month period beginning with the
applicable Revision Date.

d. GEDA Rates: The GEDA rate is included in the effective rates set
forth in each rate schedule as applicable.

e. Amount of Adjustment: The Amount of Adjustment applicable to the
Revision Date shall be the annual GEDA Amount multiplied by a
factor to adjust for F&U's.

The procedure for determining the anrual GEDA Adjustment Amount is
set forth below.

f. Annual Gas Exploration and Development Adjustment Amount: The GEDA
Amount shall be the sum of the estimated net cost of the approved
projects for the Forecast Period and the forecasted revision-date
balance in the GEDA Balancing Account.

The Utility shall maintain a GEDA Balancing Account, with entries
made to this account at the end of each month as follows:

A debit entry, if positive (credit entry, if negative), equal to:

i. The recorded total Gas Exploration and Development cost for ,
the month, less (T
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PRELIMINARY STATEMENT
(Continued)
ON _OF : (Continued)
GAS FXPIORATION AND DEVEIOPMENT ADJUSTMENT (GEDA) (Continued)

f. Continued

ii. The amount of revernue recorded on gas delivered during the
month under the effective GEDA rate, adjusted to exclude
F&U.

iii. An entry equal to interest on the average of the balance in
the account during the month, calculated in the manner
described in Preliminary Statement, Part F.

CONSERVATTON COST ADJUSTMENT ACOJUNT (CCA) s The CCA is a balancing
account. The purpose of the CCA provision is to reflect in rates the
cost incurred through the implementation of conservation programs
authorized by the Commission.

a. Applicability: This CCA clause shall apply to all rate schedules
and contracts for gas service subject to the jurisdiction of the
Cammission, except for those schedules and contracts specifically
excluded by the Commission.

b. Revision Dates: The CCA Revision Date shall coincide with the
Annual Cost Allocation proceeding or at other times as ordered by
the Commission.

c. [Forecast Period: The twelve-month period beginning with the
applicable revision date.

d. COCA Rates: The Commission shall determine and authorize the
applicable CCA Rates to be placed into effect for each Forecast
Period to recover or return the Amount of Adjustment specified in
paragraph E.10.e, below.

e. Amount of Adjustment: The Amount of Adjustment, applicable to each

CCA revision shall be the sum of the Debt Service Rate or Expense

Rate Adjustment Amount, as defined in paragraph E.10.f, below, plus

or minus the actual amount of the CCA Balance Adjustment, as
defined in paragraph E.10.g, below, plus an allowance for F&U.

(contimued)
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(Continued)

E. DESCRIPTION OF ACOOUNTS: (Continued)
10. CONSERVATTION QOST ARJUSTMENT (OCA): (Continued)

f. Conservation Cost Adjustment Amount: The Conservation Cost
Adjustment Amount shall be the sum of Forecast Period estimated
costs to be billed to Utility by conservation related affiliates
plus Forecast Period estimated costs to be recorded by Utility for
all Conservation Programs authorized under this OCA provision. The
CCA shall be divided into two separately computed rates and
balancing accounts. The first (Debt Service Rate) will cover the
recoupment of debt service costs, including uncollectibles,
principal not recovered in a timely manner, interest and associated.
fees, of the conservation programs. The second (Expense Rate) will
cover the non—debt costs of the conservation programs, including
administrative and general expense, return on equity and associated
incame taxes.

g. CCA Balance Adjustment: The CCA Balance Adjustment shall be the
actual amount of the Debt Service Rate and the Expense Rate
balancing accounts at the end of the latest available recorded
month prior to the Revision Date.

The Utility shall maintain separate OCA balancing accounts for the
Debt Service Rate and the Expense Rate with entries made to each
account as follows:

i. A debit entry equal to, if positive (credit entry, if
negative)

(1) Applicable amounts billed Utility for the month by
conservation related affiliates for Conservation Program
costs, plus,

(2) Applicable amounts recorded by Utility for the month
-related to Conservation Program costs.

ii. A credit entry, if positive (debit entry, if negative), equal
to the portion of revenue recorded on gas delivered during
the month under the then effective applicable CCA Rate (not
including the adjustment for F&U).

iii. An entry equal to interest on the average of the balance in
the account during the month, calculated in the manner
described in Preliminary Statement, Part F.

(contimued)
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E. DESCRIPTION OF ACCOUNTS: (Contimued)

. NEGOTTATED REVENUE STABITITY ACOOUNT (NRSA): The NRSA is a balanc ancing
account and will operate for a period of two years beginning May 1,
l988.

Ehtnestothebﬂ?SAaredetemmedbya}:plymgtheEamJngsmmts as
described in paragraph E.1l.b, below, to the Noncore Fixed Cost Account,
as described in Preliminary Statement, Part E.4.

The purpose of the Earnings Limitation Provision is to limit the
variation in authorized after-tax return on equity that the Utility may
experience due to variations in the amount of margin recovered from
noncore custamers relative to the fixed costs allocated to non-core
custamers in a ratesetting order.

a. Definitions

i. Capital Ratio for Common Equity: The Capital Ratio for
Common Equity is the fraction of Utility's total capital
structure that is made up of camon equity as specified in
the Comission's most recent General Rate Case (or Attrition
Order) applicable for the Relevant Period.

ii. PRate Base: The Rate Base is the average California
jtlrlSdJ.CtlQnal gas rate base adopted by the Commission in
Utility's most recent General Rate Case Decision, apphcable
for the Relevant Period, adjusted to reflect any changes in
gasmtebaseadcptedbythemissioninotherdecisions.

iii. Relevant Period: The Relevant Period is the applicable
mnnberofcalerﬂarmnthsdurn‘gttmcalexﬂaryearformdz
the Earnings Limitation is in effect.

iv. Period-to-Date: The period-to-date is the time between the
last cost allocation and the end of the month prior to the
current month.

V. Non-Core Fixed Costs: The costs and revenues will be those
descr:bedintheNon—coreleedcostsAcoamt(see
Preliminary Statement, Part E.4).
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E. ON _OF A ¢ (Continued)

11. NEGOTIATED REVENUE STABILITY ACCOUNT (NRSA): (Continued)

b. Earnings Limits: Two limitations on earnings shall be established
for the Relevant Period as follows:

i. 150 Basis Points Earnings Limit: This limit, 1150, is equal
to RB x CR X .0150 x M x N, where RB is Rate Base, CR is
Capital Ratio for Cammon Equity, .0150 is the 150 basis point
cap on variation in after tax return on common equity adopted
by the Comission in the most recent general rate decision or
attrition decision applicable for the Relevant Period, M is
the net-to-gross multiplier to reflect applicable Federal and
State Statutory Income Taxes as specified in the Cammission's
most recent general rate order (or attrition order)
applicable for the Relevant Period, and N is the fraction of
forecasted Period-to-Date non-core margin divided by the
anmual margin allocated to non—core custamers.

ii. 600 Basis Points Earnings Limit: This limit, 1600, is equal
to RB X CR X .0600 X M x N, where RB is Rate Base, CR is
Capital Ratio for Cammon Equity, .0600 is the 600 basis point
cap on variation in after tax return on common equity adopted
by the Comission in the most recent general rate decision or
attrition decision applicable for the Relevant Period, M is
the net-to-gross multiplier to reflect applicable Federal and
State Statutory Income Taxes as specified in the Commission's
most recent general rate order (or attrition order)
applicable for the Relevant Period, and N is the fraction of
forecasted Period-to-Date non—core margin divided by the
anmual margin allocated to non-core customers.
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PRELIMINARY STATEMENT
(Continued)

E. DESCRIPTION OF ACCOUNTS: (Contirued)

11. NEGOTTATED REVENUE STABILITY ACCOUNT (NRSA): (Continued)
C.  EARNINGS LIMITATION AMOUNT

The Utility shall calculate each month the period-to-date Earnings
Limitations Amount to be included in the NRSA as follows:

i.

ii.

iii.

iv.

vi.

vii.

An entry equal to the Period-to-Date costs listed in the
Noncore Fixed Cost Account (see Preliminary Statement, Part
E.4).

An entry equal to the Period-to-Date revermue listed in the
Noncore Fixed Cost Account (see Preliminary Statement, Part
E.4).

The difference, E.1l.c.i less e.ll.c.ii, whether positive or

negative, will then be campared to the respective positive or
negative Period-to-Date values of 1150 and 1600.

The Period-to-Date amount (not including interest) that shall
be booked in the NRSA is equal to the sum of the portion of
E.1ll.c.iii that exceeds 1600 plus two-thirds of the portion
of E.1l.c.iii that falls between 1150 and 1600. This entry
will be a debit if the amount is positive and a credit if the
amount is negative.

A separate calculation will be made for interest. The
current month's interest shall be calculated based on the
average of the balance in the account during the month,
calculated in the manner described in Preliminary Statement,
Part F.

The NRSA amount calculated in E.l1l.c.iv. for one month will
be superseded by the amount calculated the following month.

The amount to be used for ratemaking purposes will be based
on the value of E.ll.c.iv. at the end of the month prior to
the anmual cost allecation revision date as follows:

1) If the amount calculated in E.1ll.c.iv. equals zero, the
amount for ratemaking is zero. The interest is ignored
if this balance is zero.

2) If the amount calculated in E.1ll.c.iv. does not equal
zero, the amount for ratemaking is equal to the value of

E.1ll.c.iv. plus the Period-to-Date interest calculated in
E.1ll.c.v.
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12.

1.

E. DESCRIPTION OF ACQOUNTS: (Continued)

F. INTEREST RATES AND GAS IN STORAGE FINANCING ISSUANCE QOSTS

COGENERATTON SHORTFAIL, ACOOUNT (CSA): The CSA is a memorandum account.
The purpose of this account is to track any shortfall in transmission
revernue from custamers receiving service under Schedule GN-50 or GT-50.

Cogeneration custamers pay transmission charges based on the lower of
the average UEG transmission charge, lagged by two calendar months, or
their "otherwise applicable" industrial or cammercial transmission
charges that would apply if the custaomer had no cogeneration equipment.

A shortfall occurs when the "otherwise applicable" charges are less than
the average of all the UEG transmission charges, including demand '
charges (lagged by two calendar months).

Camencing on May 1, 1988, Utility shall maintain the CSA by making
entries to this account at the end of each month as follows:

a. A debit entry equal to the total non—gas reverue that would have
been collected at the average of all the UBG transmission charges
including demand charges (lagged by two calendar months), less the
actual non-gas reverue that is collected at the custamer's
"otherwise applicable" rate.

INTEREST RATE ON BAIANCING ACCOUNTS: Interest will accrue monthly to
the Balancing Accounts set forth in Preliminary Statement, Part E. The
calculation will be based on the average of the beginning and ending
balance of such accounts at the rate of 1/12 of the most recent month's
interest rate on Commercial Paper (prime, 3-month), published in the
Federal Reserve Statistical Release, G.13. Should publication of the
interests rate on Commercial Paper (prime, 3-month) be discontinued,
interest will so accrue at the rate of 1/12 of the most recent month's
interest rate on Cammercial Paper, which most closely approximates the
discontinued rate, and which is published in the Federal Reserve
Statistical Release, G.13., or its successor publication.
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(Continued)
F. INTEREST RATES AND GAS IN STORAGE FINANCING ISSURANCE COSTS: (Contirued) (T)
2.  SHORT-TERM DEBT INTEREST RATE: The Short-Term Debt Interest Rate, used (N)

to calculate the carrying cost of gas in storage, shall be 1/12 of that
month's annualized recorded effective yield on the Short-Term Debt
including gas in storage financing issue costs dedicated to gas in
storage financing. In the absence of Short-Term Debt dedicated to gas
in storage financing, the Interest Rate on Balancing Accounts, as set
forth in Section F.1., above, shall be used to calculate the carrying
cost of gas in storage.

3. GAS TN STORAGE FINANCING ISSUANCE COSTS: Gas In Storage Financing
Issuance Costs shall be the commitment fees, warehousing fees and other
expenses associated with cbtaining and maintaining Short-Term Debt
dedicated to financing gas in storage. {(N)

G. INTEREST: No interest will be paid by the Utility unless it is specifically (T)
provided for in the tariff schedules, or ordered by the Public Utilities
Commission except as provided by federal Public Law 97-177.

H. INCOME TAX COMPONENT OF CONTRIBUTIONS AND ADVANCES PROVISION (T)

1. Contributions in Aid of Construction (CIAC) and Refundable Advances for
Construction (Advances) shall include, but are not limited to, cash,
services, facilities, labor, property, and income taxes thereon provided
by a person or agency to the Utility. The value of all contributions
and advances shall consist of two camponents for the purpose of
recording transactions as follows:

(@) Income Tax Component of Contributions and Advances (ITCCA), and
(b) The balance of the contribution or advance.

2. The TTCCA shall be calculated by miltiplying the balance of the CIAC or (T)
Advance by the tax factor of 35% for 1987 and 28% for 1988. Utility
shall make advice letter filings to reflect any changes in the tax

factor that would increase or decrease the tax factor by five percentage
points or more.
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H. INCOME TAX COMPONENT OF CONTRTEUTIONS AND ADVANCES PROVISION (Contirued) (T

3. The tax factor is established in accordance with Decision 87-09-026,
Ordering Paragraph 3a, as modified by Decision 87-12-028, and includes
the following factors:

(a) Corporate tax rate 40% for 1987 and 34% for 1988
(b) A discount rate of 12% for 1987 and 1988
(c) A pre-tax rate of return of 18% for 1987 and 17% for 1988

4. Pursuant to Decision 87-09-026, the 35% tax factor is effective as of
February 11, 1987.

5. Should any California state tax be imposed in the future on CIAC or (T
Advances, it shall be collected in accordance with Ordering Paragraph 6
of Decision 87-09-026.

6. Utility shall recover through rates any penalties, interest or taxes
incurred if the Internal Revenue Service (IRS) deems the method of tax
collection authorized by Decision 87-09-026 a violation of the tax
normalization rules and imposes additional taxes, penalties and _
interest.

7. A Public Benefit Exemption may applyonéCIACorAdvancemdetot‘ne (T
Utility by a government agency on the basis of either:

(1) the CIAC or Advance is exempt from the ITCCA tax because it is (T
made pursuant to actual condemnation or the threat thereof as
recognized by Internal Reverue Code Section 1033; or,

(2) the CIAC or Advance is exempt because it does not reasocnably (T
relate to the provision of service but rather to the benefit of
the public at large.

If a favorable IRS determination applicable to a particular type of
govermment agency CIAC is not abtained by September 10, 1989, or an (T)
unfavorable IRS ruling is received prior to that date, then such type of
govermment agency contribution shall henceforth be presumed taxable in
accordance with Decision No. 87-09-026 until a favorable IRS
determination is received.
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H. INCOME TAX COMPONENT OF OONTRIBUTIONS AND ADVANCES (Omtimed) (T)

7. (Continued)

IRS Advance Notice 87-82, released December 3, 1987 (scheduled to be
republished in Internal Reverme Bulletin No. 1987-51, December 21, 1987)
excludes from the Public Benefit Exemption any goverrment agency payment
associated with projects causing new or increased usage of utility
service.

When the Public Benefit Exemption is considered subject to an Adverse
IRS ruling, the goverrment agency may be required to sign form No. 6403
(10-87 Rev.) to ensure recovery of potential tax liability.

8. Any refund of an Advance shall include an ITCCA using a tax factor that |(r)
reflects the tax benefit actually realized by the Utility through tax
deductibility in the year the refund occurs. In any event, the tax
refund will not exceed the tax advanced.

9. If Utility is not in a taxable position in the year that a CIAC or (T)
Advance is received, there is no tax liability and the ITCCA shall be
refunded to the contributor. If Utility collects an ITCCA calculated
usirsganinczerrentaltaxratethatismrethanthevtility'sactual
incremental rate, as determined on a ratemaking basis, the difference
between what was and what should have been collected shall be returned
to the contributor.
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