
 

 
 
 
 
 
November 20, 2002 
 
 
Advice No. 3199-A 
(U 904 G) 
 
Public Utilities Commission of the State of California 
 
Subject:  Supplemental PBR MICAM Adjustment 
 
Southern California Gas Company (SoCalGas) hereby submits for filing and approval by 
the California Public Utilities Commission (Commission) revisions to its revenue 
requirement and rates effective January 1, 2003.  This supplemental filing is made in 
compliance with Decision No. (D.) 97-07-054, dated July 16, 1997, in SoCalGas’ 
Performance Based Regulation (PBR) Application No. (A.) 95-06-002. 
 
Information 
 
This Supplemental Advice Letter replaces in its entirety Advice No. 3199, filed October 29, 
2002, in order to properly account for a gain on an interest rate swap realized in October 
2002.  Other than accounting for the gain on the swap in cost of debt calculations, this 
Supplemental Advice Letter does not differ substantially from the original Advice No. 
3199. 
 
SoCalGas has also filed on October 29, 2002 a Petition for Modification to suspend the 
requirement that it make this Advice Letter filing and associated revenue revisions.  The 
Petition for Modification requests suspension of the Market Indexed Capital Adjustment 
Mechanism (MICAM) because yields on 30-year Treasury bonds no longer track yields on 
utility bonds, so 30-year Treasury bonds are no longer a good indicator for utility costs of 
capital.  Approval of the Petition for Modification would mean that the Commission would 
not implement this Advice Letter. 
 
D.97-05-054, at mimeo 48 and 49, requires that the Utility’s cost of capital will be adjusted 
according to the MICAM formula in the event that (1) the 12-month trailing average yield 
of 30-year Treasury Bonds change by 150 basis points or more and (2) that the DRI 12-
month ahead forecast of that yield also be below the benchmark.  (Mimeo at 48).  The 
benchmark yield is 6.95 %, making the trigger 5.45%.  In October 2002, that trigger point 
was reached for both the trailing-average rate and for the forecast.  Accordingly, this 
Advice Letter proposes a base margin reduction of $10.514 million relative to the October 
1, 2002 base margin update filing, Advice No. (AL) 3193. 
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The revised rates resulting from this decrease in SoCalGas’ base margin are shown in 
Attachment F. 
 
Trigger Requirements 
 

Twelve-month Trailing Average 
 
On October 31, 2001, the Secretary of Treasury announced that the federal government 
would discontinue issuance of 30-year Treasury bonds.  While there is still an active 
market in long-term Treasury bonds, the longest-term Treasury bond matures in February, 
2031—about 28 and one-half years from now.  This is reflected in Federal Reserve 
System statistical releases, which now reference “Treasury long-term average (25 years 
and above).”  SoCalGas’ Petition for Modification provides the justification for suspension 
of its trigger mechanism.  However, if the Commission disagrees, it should base the 
trigger calculation on the longest maturity available.   
 
From October 2001 through September 2002, the average yield of the longest-term 
Treasury Bond is 5.38% as shown in Attachment B.  The average yield is below the 
benchmark 5.45%, representing the 6-month average rate from April 1996 to September 
1996 less the specified 150 basis points (1.50%) 
 

DRI Forecasted Rate 
 
A second condition for the MICAM adjustment to trigger is that the DRI 12-month ahead 
forecast be below the 5.45% benchmark.  This condition was also satisfied when this 
month DRI released its October forecast of 5.31% for the 4th quarter of 2003, as shown in 
Attachment B. 
 

Rate of Return and Revenue Adjustment 
 
There are three elements defined in the MICAM rate of return adjustment.  First, the cost 
of long-term debt is set equal to the current embedded average interest rate on 
outstanding long-term debt.  Attachment C(1) shows the current long-term rate to be 
6.96%, a reduction from the previously authorized rate of  7.71%.  (See D.96-11-060.) 
 
The second element is the current cost of preferred stock.  This rate is now 4.83%, below 
the 6.35% previously authorized.   
 
Finally, the previously authorized rate of return on equity was 11.60%.  The reduction in 
the 12-month average of 30-year Treasury bonds (the trigger measure) was from 6.95% 
to 5.38%, or 157 basis points.  Under the MICAM formula, ROE is reduced by half, or 78 
basis points, to a new level of 10.82 %.   
 
As shown further in Attachment C(1), these data, applied to the fixed structural weights 
(long-term debt, preferred stock, and common equity) yields an new ROR of 8.68%. 
 
This MICAM-adjusted rate of return is multiplied by the 2002 (estimated) average 
ratebase of $2,236 million to obtain a new authorized return of $194.011 million, 
compared to a return of $212.203 million based on the previously adopted ROR, a 
reduction of $ 18.192 million.  This reduction must be grossed up for taxes, franchise fees 
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and uncollectibles based on the factors shown in Attachment C(2).  Thus, the MICAM 
procedure  yields a 2003 proposed revenue reduction of $25.947 million. 

 
Offset Calculation 

 
Annual  “inflation less productivity” rate index adjustments under SoCalGas’ PBR adopted 
by the Commission in 1997 include revenue changes reflecting the estimated rental cost 
of capital.  In particular, the capital-related component of the Gas Utility Price Index 
already captures, at least in part, margin adjustments due to changes in the competitive 
cost of funds.  As a proxy for the  cost of equity, the formula uses the S&P 500 dividend 
yield.  The formula’s proxy for the cost of debt is the yield on AA utility bonds.   
 
The 1997 PBR Decision (D.97-07-054) provides that SoCalGas shall apply the SDG&E 
MICAM rate adjustment mechanism from D.96-06-055 if SoCalGas’ mechanism is 
triggered.  In a subsequent SDG&E decision, D. 99-05-030, the Commission recognized 
that the MICAM adjustment should consider the interaction with the existing PBR cost 
escalator: 
 

In years when a MICAM adjustment is triggered, the annual cost of capital 
adjustments embedded in the PBR cost escalation proposal would be trued up to 
the MICAM adjustment cost of capital.   (Mimeo at 26). 

 
In the case of SoCalGas, its October 1, 2002 PBR update filing (AL 3193) incorporates a 
cumulative adjustment for the cost of capital costs within the Gas Utility Price Index 
(GUPI).  To avoid double counting of adjustments already reflected through the GUPI 
escalation, it is necessary to assess the difference between margin indexed under GUPI 
and what margin would have been had the cost of capital been held constant at its 
prevailing 1997 level when PBR began. 
 
To assess the extent to which GUPI already reflects the impact of changes in the cost of 
capital, SoCalGas has recalculated GUPI holding constant at average 1997 levels (1) the 
dividend yield for the S&P 500 and (2) the yield on AA utility bonds.  Attachment D 
documents the DRI formulas for the utility cost of capital, rental price of capital and the 
adjustments applied here.   
 
As shown in Attachment E, the effect of this adjustment is to raise GUPI by 1.03 percent 
for 2003.  When applied to the otherwise applicable margin of $1,501 million, holding 
capital-costs constant would have resulted in a  margin that was $15.433 million higher.  
Put differently, the proposed margin for 2003 already includes a $15.433 million reduction 
due to the lower cost of capital compared to 1997.   
 
Therefore, the net adjustment to 2003 base margin is shown below: 
   

 Margin 
 (millions) 

MICAM ($25.947) 
GUPI Offset $15.433 
Net Adjustment ($10.514) 
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Protests 
 
Anyone may protest this advice letter to the Commission.  The protest must state the 
grounds upon which it is based, including such items as financial and service impact, and 
should be submitted expeditiously.  The protest must be made in writing and received 
within 20 days of the date this advice letter was filed with the Commission.  There is no 
restriction on who may file a protest.  The address for mailing or delivering a protest to the 
Commission is: 
 

Energy Division - IMC Branch 
California Public Utilities Commission 
505 Van Ness Avenue, 4th Floor 
San Francisco, CA  94102 
 

Copies of the protest should also be sent via e-mail to the attention of both Jerry Royer 
(jjr@cpuc.ca.gov) and Honesto Gatchalian (jnj@cpuc.ca.gov) of the Energy Division.  A 
copy of the protest shall also be sent via both e-mail and facsimile to the address shown 
below on the same date it is mailed or delivered to the Commission.   

 
Attn:  Sid Newsom 
Tariff Manager - GT14D6 
555 West Fifth Street 
Los Angeles, CA  90013-1011 
Facsimile No. (213) 244-4957 
E-Mail:  snewsom@semprautilities.com 

 
Effective Date 
 
SoCalGas respectfully requests that this Supplemental Advice Letter be approved on 
January 1, 2003, which is more than forty (40) days regular statutory notice. 
 
Notice 

 
In accordance with Section III.G of General Order No. 96-A, a copy of this Supplemental 
Advice Letter is being sent to the parties listed on Attachment A to this advice letter, which 
includes the parties on the service list in A.95-06-002. 
 
 
 
 

_________________________________ 
J. STEVE RAHON 

Director 
Tariffs and Regulatory Accounts 

 
 
Attachments 
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(See Attached Service Lists) 
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ACN Energy 
Hans  Herzog 
hans.herzog@acnenergy.com 
 

ACN Energy 
Mark  Warno 
mark.warno@acnenergy.com 
 

ACN Energy 
Tony  Cusati 
tony.cusati@acnenergy.com 
 

AFBCA/DB March  
3430 Bundy Ave., Bldg. 3408 
March AFC, CA 92518-1504 
 

Aglet Consumer Alliance 
James  Weil 
jweil@aglet.org 
 

Alcantar & Kahl 
Elizabeth  Westby 
egw@a-klaw.com 
 

Alcantar & Kahl 
Kari  Harteloo 
klc@a-klaw.com 
 

Alcantar & Kahl LLP 
Phil  Vizcarra 
120 Montgomery Street, Ste 2200 
San Francisco, CA 94104 
 

BP Amoco, Reg. Affairs 
Marianne  Jones 
501 West Lake Park Blvd. 
Houston, TX 77079 
 

BP EnergyCo. 
J. M. Zaiontz 
Zaiontj@bp.com 
 

Barkovich & Yap 
Catherine E.  Yap 
ceyap@earthlink.net 
 

Berliner, Camdon & Jimison 
John  Jimison 
johnj@bcjlaw.com 
 

Beta Consulting 
John  Burkholder 
burkee@cts.com 
 

CPUC 
Consumer Affairs Branch  
505 Van Ness Ave., #2003 
San Francisco, CA 94102 
 

CPUC 
Energy Rate Design & Econ.  
505 Van Ness Ave., Rm. 4002 
San Francisco, CA 94102 
 

CSC Energy 
Ron  McKillip 
rmckilli@csc.com 
 

California Energy Market 
Lulu Weinzimer 
luluw@newsdata.com 
 

Calpine Corp 
Avis Clark 
aclark@calpine.com 
 

City of Anaheim 
Ben Nakayama 
Public Utilities Dept. 
P. O. Box 3222 
Anaheim, CA 92803 
 

City of Azusa 
Light & Power Dept.  
215 E. Foothill Blvd. 
Azusa, CA 91702 
 

City of Banning 
Paul  Toor 
P. O. Box 998 
Banning, CA 92220 
 

City of Burbank 
Fred Fletcher/Ronald Davis  
164 West Magnolia Blvd., Box 631 
Burbank, CA 91503-0631 
 

City of Colton 
Thomas K.  Clarke 
650 N. La Cadena Drive 
Colton, CA 92324 
 

City of Glendale 
Larry  Silva 
lsilva@ci.glendale.ca.us 
 

City of Lompoc 
H. Paul  Jones 
100 Civic Center Plaza 
Lompoc, CA 93438 
 

City of Long Beach, Gas Dept. 
Chris  Garner 
2400 East Spring Street 
Long Beach, CA 90806-2385 
 

City of Los Angeles 
City Attorney  
1700 City Hall East 
Los Angeles, CA 90012 
 

City of Pasadena 
Manuel A.  Robledo 
150 S. Los Robles Ave., #200 
Pasadena, CA 91101 
 

City of Riverside 
Stephen  Aronson 
saronson@ci.riverside.ca.us 
 

City of Vernon 
Kenneth J.  DeDario 
kdedario@ci.vernon.ca.us 
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Coral Energy 
Walter  Cinibulk 
wcinibulk@coral-energy.com 
 

County of Los Angeles 
Stephen Crouch 
1100 N. Eastern Ave., Room 300 
Los Angeles, CA 90063 
 

Crossborder Energy 
Tom  Beach 
tomb@crossborderenergy.com 
 

Davis Wright Tremaine, LLP 
Edward W.  O'Neill 
One Embarcadero Center, #600 
San Francisco, CA 94111-3834 
 

Davis, Wright, Tremaine 
Judy  Pau 
judypau@dwt.com 
 

Dept. of General Services 
Celia Torres 
celia.torres@dgs.ca.gov 
 

Dan  Douglass 
douglass@energyattorney.com 
 

Downey, Brand, Seymour & Rohwer 
Ann Trowbridge 
atrowbridge@dbsr.com 
 

Downey, Brand, Seymour & Rohwer 
Phil  Stohr 
pstohr@dbsr.com 
 

Downey, Brand, Seymour & Rohwer 
Dan  Carroll 
dcarroll@dbsr.com 
 

Dynegy 
Joseph M.  Paul 
jmpa@dynegy.com 
 

Edson & Modisette  
925 L Street, Ste 1490 
Sacramento, CA 95814 
 

El Paso Natural Gas Company 
Richard O.  Baish 
P. O. Box 1492 
El Paso, TX 79978 
 

Energy Law Group, LLP 
Andrew Skaff 
askaff@energy-law-group.com 
 

Energy Law Group, LLP 
Diane  Fellman 
difellman@energy-law-group.com 
 

Enserch Gas Marketing, Inc. 
Cathy  Hawes 
353 Sacramento, St., Suite 400 
San Francisco, CA 94111 
 

Gas Purchasing 
BC Gas Utility Ltd.  
16705 Fraser Highway 
Surrey, British Columbia,  V3S 2X7 
 

General Services Administration 
Dir., Public Utility Services Div.  
Public Bldgs. Serv., Rm. 7325 
18th and F Streets, N.W. 
Washington, D.C. 20405 
 

General Services Administration 
Facilities Management (9PM-FT)  
450 Golden Gate Ave. 
San Francisco, CA 94102-3611 
 

Goodin, MacBride, Squeri 
J. H.  Patrick 
hpatrick@gmssr.com 
 

Goodin, MacBride, Squeri 
James D.  Squeri 
jsqueri@gmssr.com 
 

Hanna & Morton 
Norman A.  Pedersen, Esq. 
npedersen@hanmor.com 
 

David  Huard 
dhuard@manatt.com 
 

Imperial Irrigation District 
K. S.  Noller 
P. O. Box 937 
Imperial, CA 92251 
 

JBS Energy 
Jeff  Nahigian 
jeff@jbsenergy.com 
 

Jeffer, Mangels, Butler & Marmaro  
One Sansome Street, 12th Floor 
San Francisco, CA 94104-4430 
 

LADWP 
Nevenka  Ubavich 
nubavi@ladwp.com 
 

LADWP 
Randy  Howard 
P. O. Box 51111, Rm. 956 
Los Angeles, CA 90051-0100 
 

Law Offices of William H. Booth 
William  Booth 
wbooth@booth-law.com 
 

LeBoeuf, Lamb, Greene 
Christopher  Hilen 
chilen@llgm.com 
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Luce, Forward, Hamilton & Scripps 
John  Leslie 
jleslie@luce.com 
 

MRW & Associates 
Robert  Weisenmiller 
mrw@mrwassoc.com 
 

Matthew Brady & Associates 
Matthew  Brady 
matt@bradylawus.com 
 

National Utility Service, Inc. 
Jim  Boyle 
One Maynard Drive, P. O. Box 712 
Park Ridge, NJ 07656-0712 
 

Navigant Consulting, Inc. 
Katie  Elder 
katie_elder@rmiinc.com 
 

Office of Energy Assessments 
Bill  Knox 
bill.knox@dgs.ca.gov 
 

PG&E National Energy Group 
Eric Eisenman 
eric.eisenman@neg.pge.com 
 

Pacific Gas & Electric Co. 
John  Clarke 
Regulatory R77 Beale, B30A B10C 
San Francisco, CA 94105 
 

Praxair Inc 
Rick Noger 
rick_noger@praxair.com 
 

Questar Southern Trails 
Lenard  Wright 
lenardw@questar.com 
 

Regulatory & Cogen Services, Inc. 
Donald W.  Schoenbeck 
900 Washington Street, #1000 
Vancouver, WA 98660 
 

Richard Hairston & Co. 
Richard  Hairston 
hairstonco@aol.com 
 

Southern California Edison Co 
Fileroom Supervisor  
2244 Walnut Grove Ave., Room 290, 
GO1 
Rosemead, CA 91770 
 

Southern California Edison Co 
Karyn  Gansecki 
601 Van Ness Ave., #2040 
San Francisco, CA 94102 
 

Southern California Edison Co. 
Colin E.  Cushnie 
cushnice@sce.com 
 

Southern California Edison Co. 
John Quinlan 
john.quinlan@sce.com 
 

Southern California Edison Co. 
Kevin  Cini 
cinikr@sce.com 
 

Southern California Edison Company 
Martin Collette 
martin.collette@sce.com 
 

Southwest Gas Corp. 
Edward  Zub 
P. O. Box 98510 
Las Vegas, NV 89193-8510 
 

Suburban Water System 
Bob Kelly 
1211 E. Center Court Drive 
Covina, CA 91724 
 

Sutherland, Asbill & Brennan 
Keith  McCrea 
kmccrea@sablaw.com 
 

TURN 
Marcel  Hawiger 
marcel@turn.org 
 

TURN 
Mike  Florio 
mflorio@turn.org 
 

Transwestern Pipeline Co. 
Kelly Allen 
kelly.allen@enron.com 
 

Vandenberg AFB 
Ken  Padilla 
ken.padilla@vandenberg.af.mil 
 

Western Division, Naval Facilities 
Engineering Code 1642  
900 Commodore Dr. 
San Bruno, CA 94066-2402 
 

White & Case 
Regulatory Affairs  
regaffairs@sf.whitecase.com 
 

 



James Hodges
4720 Brand Way
Sacramento, CA  95819

Jennifer Chamberlin
345 California St., 32nd Floor
San Francisco, CA  94104-2624

Patrick J. Power
1300 Clay St., #600
Oakland, CA  94612

Paul M. Premo
310 Hazel Avenue
Mill Valley, CA  94941-5054

Sara Steck Myers
122 - 28th Avenue
San Francisco, CA  94121

Alcantar & Kahl LLP
Evelyn Kahl
120 Montgomery Street, Ste 2200
San Francisco, CA  94104

Alcantar & Kahl LLP
Michael Peter Alcantar
1300 SW Fifth Ave., #1750
Portland, OR  97201

Alliance Finishing & Manufacturing

1721 Ines Avenue
Oxnard, CA  93033

Anderson, Donovan & Poole
Edward G. Poole, Esq.
601 California Street, Suite 1300
San Francisco, CA  94108-2818

BETA Consulting
John Burkholder
2023 Tudor Lane
Fallbrook, CA  92028

Barkovich & Yap, Inc.
Catherine E. Yap
P. O. Box 11031
Oakland, CA  94611

CEC
Caryn J. Hough
1516 Ninth St., M.S. 14
Sacramento, CA  95814

CPUC - ALJ Division
ALJ Victor Ryerson
505 Van Ness Avenue
San Francisco, CA 94105

CPUC - Energy Division
Gregory Wilson
505 Van Ness Avenue, #4A
San Francisco, CA  94102

CPUC - Energy Division
Maryam Ebke
505 Van Ness Avenue
San Francisco, CA  94102

CPUC - Energy Division
Scarlett Liang-Uejio
505 Van Ness Avenue, Rm 3-E
San Francisco, CA  94102

CPUC - Executive Division
Maria E. Stevens
320 West Fourth St., #500
Los Angeles, CA  90013

CPUC - Legal Division
Catherine A. Johnson
505 Van Ness Ave., Rm. 5103
San Francisco, CA  94102

CPUC - ORA
Bernard Ayanruoh
505 Van Ness Avenue
San Francisco, CA  94102

CPUC - ORA
Michael C. Amato
505 Van Ness Ave.
San Francisco, CA  94102

CPUC - ORA
Thomas W. Thompson
505 Van Ness Avenue - Rm 4209
San Francisco, CA  94102

Cal/Neva Community Action Assn.
Sharon Haynes-Creswell
225 30th St., #200
Sacramento, CA  95816

City of Burbank
Fred Fletcher/Ronald Davis
164 West Magnolia Blvd., Box 631
Burbank, CA  91503-0631

City of Glendale
Bernard V. Palk
141 N. Glendale Avenue, 4th Level
Glendale, CA  91206-4496

City of Pasadena
Manuel A. Robledo
150 S. Los Robles Ave., #200
Pasadena, CA  91101

City of Pasadena - Water & Power

150 South Los Robles Ave. #200
Pasadena, CA  91101

Davis Wright Tremaine, LLP
Edward W. O'Neill
One Embarcadero Center, #600
San Francisco, CA 94111-3834

Edson & Modisette
Carolyn A. Baker
925 L Street, #1490
Sacramento, CA  95814

Ellison & Schneider
Christopher T. Ellison
2015 H Street
Sacramento, CA  95814-3109

Goodin, MacBride, Squeri, Schlotz &
James W. McTarnaghan, Esq.
505 Sansome Street, #900
San Francisco, CA  94111
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Goodin, MacBride, Squeri, Schlotz &
Michael B. Day, Esq.
505 Sansome Street, #900
San Francisco, CA  94111

Hanna and Morton LLP
Norman A. Pedersen, Esq.
444 South Flower Street, Suite 2050
Los Angeles, CA  90071

Hogan & Hartson
John Abram
555 Thirteenth St., N.W.
Washington, D.C.  20004

Imperial Irrigation District
James F. Mordah
333 East Barioni Blvd.
P. O. Box 937
Imperial, CA  92251

Insulation Contractors Assn.
Robert E. Burt
1911 F Street
Sacramento, CA 95814

Interstate Gas Services, Inc.
Mark A. Baldwin
2600 Kittyhawk Road, #101
Livermore, CA  94550

JBS Energy Inc.
William B. Marcus
311 D Street, Suite A
West Sacramento, CA  95605

Kern River Gas Transmission Co
Mark C. Moench
295 Chipeta Way
Salt Lake City, UT  84108 or
P. O. Box 58900
Salt Lake City, UT  84158

LADWP
Robert L. Pettinato
Natural Gas Supply Manager
c/o ECC, Rm 1148
P. O. Box 51111
Los Angeles, CA  90051-0100

Law Office of Richard L. Hamilton
Richard L. Hamilton, Esq.
7 Park Center Drive
Sacramento, CA  95825

Matthew V. Brady & Associates
Matthew V. Brady
1121 Gold Country Blvd., Ste 101
Gold River, CA 95670-3099

Morrison and Foerster
Peter W. Hanschen
425 Market St.
San Francisco, CA  94205-2482

Morse, Richard, Weisenmiller & Asso
Robert B. Weisenmiller
1999 Harrison Street, Ste. 1440
Oakland, CA  94612-3517

Nat. Resources Defense Council
Sheryl Carter
71 Stevenson St., #1825
San Francisco, CA  94105-2939

PHCC of California
Steven Lehtonen, Exec. Dir.
1911 F Street
Sacramento, CA  95814

Pacific Gas & Electric Co.
Robert McLennan
P. O. Box 7442
San Francisco, CA  94120

Pacific Gas and Electric Co.
Andrew L. Niven
P. O. Box 7442
San Francisco, CA  94120 or
77 Beale St.
San Francisco, CA  94105

Regulatory & Cogen Services, Inc.
Donald W. Schoenbeck
900 Washington Street, #1000
Vancouver, WA  98660

Southern California Edison Co.
Gloria M. Ing
2244 Walnut Grove Ave.
Rosemead, CA  91770

Southern California Edison Co.
Larry R. Cope
2244 Walnut Grove, #349
Rosemead, CA  91770

Sutherland, Asbill & Brennan
Keith R. McCrea
1275 Pennsylvania Ave., N.W.
Washington, D.C.  20004-2403

TURN
Marcel Hawiger
711 Van Ness Ave., #350
San Francisco, CA  94102

Transwestern Pipeline Co.
Steven Harris
P. O. Box 1188
Houston, Texas  77251-1188

White & Case LLP
Jerry R. Bloom
2 Embarcadero Center, #650
San Francisco, CA  94111-3162
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ATTACHMENT B 
 

Advice No 3199-A 
 

 
US 30-Year Treasury Bond Rates (% yield)  

    
 Trailing 12-Month DRI forecast for  
 Average* for 12 months ahead**  

January-00 5.87 6.40  
February-00 5.99 6.22  

March-00 6.06 6.17  
April-00 6.10 5.97  
May-00 6.12 6.00  

June-00 6.15 6.34  
July-00 6.14 5.82  

August-00 6.13 5.55  
September-00 6.10 5.77  

October-00 6.08 5.66  
November-00 6.05 5.60  
December-00 6.01 5.70  

January-01 5.94 5.14  
February-01 5.85 5.53  

March-01 5.79 5.55  
April-01 5.73 5.66  
May-01 5.71 5.63  

June-01 5.68 6.03  
July-01 5.66 5.91  

August-01 5.64 5.97  
September-01 5.62 5.65  

October-01 5.59 6.00  
November-01 5.55 5.39  
December-01 5.49 5.69  

January-02 5.49 5.88  
February-02 5.49 5.46  

March-02 5.48 5.95  
April-02 5.51 6.14  
May-02 5.51 6.16  

June-02 5.50 6.42  
July-02 5.49 6.53  

August-02 5.47 6.17  
September-02 5.44 5.53  

October-02 5.38 5.31 # 
#  Trigger occurs (both below 5.45%)    



* The 12-month average ends with the month prior to the month indicated (i.e. for October 
   2002, the average is the 12-month average of October 2001 through September 2002).   
    
** Since DRI, forecasts by quarter (not by month), the forecast is for four quarters ahead 
    (i.e., the figure shown for October 2002 is DRI's forecast for the fourth quarter of 2003). 
    
Recorded data source through January 2002: US Federal Reserve Board of Governors, H-15 Report. 
Recorded data source beginning in Feb. 2002: monthly averages of daily close quotes for symbol ^TYX,  
existing 30-Year Treasury Bonds traded on Chicago Board Options Exchange.)  
(The US Government stopped reporting 30-year Treasury rates as of Feb. 15, 2002.)  
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Attachment C(2) 
 

Advice No 3199-A 
 
 

Net-to-Gross Multiplier 
 

 a b c 
 Rate Base Rate*Base 
Gross operating Revenues   1.000000 
    
Less: Uncollectibles 0.00478 1 0.004776 
   0.995224 
Less: Franchise reqts. 0.01483 0.995224 0.014757 
   0.980467 
Less State Income Tax 0.0884 0.980467 0.086673 
   0.893794 
    
Less Federal Income Tax 0.35 0.893794 0.312828 
    
Net Operating Revenues   0.580966 
    
Net to Gross Multiplier 1 0.580966 1.721272 



Attachment D 
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DRI Cost of Capital Equations (Model US_2001A, September 2002) 
 
ICNRCOSTPU = PCWICNRPU  /  (1  + (1  - 0.6  * 0)  * 0)  * (2.45  / 100  + LN(1  + COSTFUNDSPU  / 
100)  - LN(1  + PCWGDPEXP79  / 100))  * (1  - (RTCGFS  + RTCGSL  * (1  - RTCGFS))  * PVDPNPU  
- 0  + 0 * (RTCGFS  + RTCGSL * (1  - RTCGFS))  * PVDPNPU * 0)  / (1  - (RTCGFS  + RTCGSL * (1  - 
RTCGFS))) 
 
COSTEQUITY: After-tax cost of equity 
COSTFUNDSPU: After-tax cost of financial capital to public utilities 
DBICNRPU: Multiple of straight-line depreciation rate--public utilities 
ICNRCOSTPU:   Rental cost of capital utilities, with fixed 2.45% depreciation rate 
JSAPYIELD:   Dividend yield on S&P 500 stock index 
LIFEICPU: Average tax lifetime of public utilities 
PCWGDPEXP79: Expected rate of inflation for GDP deflator (with rho=.79) 
PCWICNRPU:   Chained price index--public utilities 
PERICPU: Percent of depreciation taken at accelerated rate--public utilities 
PVDPNPU:   Present Value of $1 of depreciation -- Utilities 
RMPUAANS:   Rate (% yield) on Aa-rated public utility bonds (based on Standard & Poors data) 
RTCGFS:   Statutory federal corporate income tax rate 
RTCGSL:   Average effective state & local corporate income tax rate 
SWICPU: Switchpoint to straight-line depreciation--public utilities 
 
For GUPI offset in SoCalGas Cost of Capital true-up: 
RMPUAANS and JSAPYIELD kept constant through 2003 at average 1997 levels. 
 
 
 (Equation 362 in DRI Model M_US2001A) 
COSTEQUITY  = JSAPYIELD  + 100  * (1.024  * (1  + PCWGDPEXP79  / 100)  - 1) 
 
 
 (Equation 365 in DRI Model M_US2001A) 
COSTFUNDSPU  = 0.5  * COSTEQUITY  + 0.5  * RMPUAANS  * (1  - (RTCGFS  + RTCGSL  * (1  - 
RTCGFS))) 

   = 0.5  * (JSAPYIELD  + 100  * (1.024  * (1  + PCWGDPEXP79  / 100)  - 1))  + 0.5  * 
RMPUAANS  * (1  - (RTCGFS  + RTCGSL  * (1  - RTCGFS))) 

 
 
 (Equation 681 in DRI Model M_US2001A) 
PVDPNPU  = (1  - PERICPU)  * (1  / (LIFEICPU  * LN(1  + .01  * COSTFUNDSPU)))  * (1  - EXP(-
LIFEICPU  * LN(1  + .01  * COSTFUNDSPU)))  + PERICPU  * (((DBICNRPU  / LIFEICPU)  / 
((DBICNRPU  / LIFEICPU)  + LN(1  + .01  * COSTFUNDSPU)))  * (1  - EXP(-((DBICNRPU  / 
LIFEICPU)  + LN(1  + .01  * COSTFUNDSPU))  * SWICPU))  + (1  / (LN(1  + .01  * COSTFUNDSPU)  
* (LIFEICPU  - SWICPU)))  * (EXP(-((DBICNRPU  / LIFEICPU)  + LN(1  + .01  * COSTFUNDSPU))  
* SWICPU)  - EXP(-((DBICNRPU  / LIFEICPU)  * SWICPU)  - (LN(1  + .01  * COSTFUNDSPU)  * 
LIFEICPU)))) 
 
 
 (Equation 1378 in DRI Model M_US2001A) 
icnrcostpu  = pcwicnrpu  / (1  + (1  - .6  * dcf)  * vr)  * (2.45  / 100  + Ln(1  + costfundspu  / 100)  - Ln(1  
+ pcwgdpexp79  / 100))  * (1  - (rtcgfs  + rtcgsl  * (1  - rtcgfs))  * pvdpnpu  - ritcpu  + dmybasis  * (rtcgfs  
+ rtcgsl  * (1  - rtcgfs))  * pvdpnpu  * ritcpu)  / (1  - (rtcgfs  + rtcgsl  * (1  - rtcgfs))) 
 
(DCF, VR, RITCPU, DMYBASIS all = 0.) 
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Embedded GUPI Cost of Capital Adjustments 
S&P Dividend Yield and AA Utility Bond Held Constant 

 
 Constant COC Baseline PBR Base GUPI offset
 GUPI GUPI Difference Margin ($MM) ($MM)

1997 100.0000 100.0000    
1998 102.6031 99.0325 3.5706 $1,342 $47.9
1999 105.8026 103.4748 2.3278 $1,341 $31.2
2000 109.9892 109.5956 0.3936 $1,387 $5.5
2001 112.4301 110.9398 1.4903 $1,413 $21.1
2002 115.2431 114.7872 0.4559 $1,453 $6.6
2003 118.6669 117.6385 1.0285 $1,501 $15.4
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Advice No. 3199-A

SUMMARY OF TRANSPORTATION REVENUE CHANGES

SOUTHERN CALIFORNIA GAS COMPANY

PBR MICAM Adjustment

BCAP
REVENUES REVENUES
AT RATES AT 
IN EFFECT PROPOSED   INCREASE
09/01/2002 RATES (DECREASE) CHANGE

(M$) (M$) (M$) (%)
(A) (B) (C=B-A) (D=C/A)

CORE PROCUREMENT:
    RESIDENTIAL 1,081,822 1,074,422 (7,399)             (0.684)   
    LARGE MASTER METERED 9,194 9,137 (58)                  (0.629)   
    CORE COMMERCIAL & INDUSTRIAL 203,954 202,607 (1,347)             (0.660)   
    GAS A/C 157 156 (1)                    (0.567)   
    GAS ENGINE 3,085 3,085 -                  -        
    TOTAL CORE PROCUREMENT 1,298,212 1,289,407 (8,805)             (0.678)   
CORE TRANSPORTATION:
    RESIDENTIAL 10,856 10,781 (75)                  (0.688)   
    LARGE MASTER METERED 92 91 (1)                    (0.636)   
    CORE COMMERCIAL & INDUSTRIAL 36,921 36,675 (246)                (0.665)   
    GAS A/C 20 20 (0)                    (0.581)   
    GAS ENGINE 160 160 -                  -        
    TOTAL CORE TRANSPORTATION 48,049 47,728 (321)                (0.668)   

    TOTAL CORE 1,346,260 1,337,135 (9,126)             (0.678)   

NONCORE:
    COMMERCIAL & INDUSTRIAL 61,676 61,179 (498)                (0.807)   
    ELECTRIC GENERATION  1_/ 60,816 60,468 (348)                (0.573)   
    NONCORE SUBTOTAL 122,492 121,646 (846)                (0.691)   

WHOLESALE
    LONG BEACH 1,282 1,271 (11)                  (0.858)   
    SAN DIEGO GAS & ELECTRIC 14,751 14,596 (155)                (1.052)   
    SOUTHWEST 1,338 1,327 (12)                  (0.871)   
    VERNON 616 611 (6)                    (0.939)   
    TOTAL WHOLESALE 17,988 17,805 (184)                (1.021)   

INTERNATIONAL
    DGN 500 495 (4)                    (0.890)   

UNBUNDLED STORAGE 21,000 21,000 -                  -        
UNALLOC. COSTS TO NSBA (per J.R.) 12,012 11,765 (247)                (2.055)   
NET CARE REVENUES 2,050 2,050 -                  -        
SYSTEM TOTAL 1,522,304 1,511,897 (10,407)           (0.684)   

TOTAL ALLOCATED PPP REVENUES 124,160        124,160        -                  -        
UNALLOCATED PPP REVENUES 32                32                 -                  -        
EOR REVENUES 22,777 22,777 -                  -        
1_/  Includes Common EG Adjustment Change of $107M.



Attachment F
Advice No. 3199-A

SOUTHERN CALIFORNIA GAS COMPANY
SUMMARY OF PRESENT AND PROPOSED RATES

PBR MICAM Adjustment

Current Proposed Rates
Rates Reflecting

Effective PBR MICAM Increase/Decrease
Class of Service 9/01/2002 Adjustment for 2003 Rate %

(a) (b) (c)=(b)-(a) (d)=(c)/(a)
CORE - TRANSPORTATION COMPONENT
Residential

Average Residential
Customer Charge $/month $5.00 $5.00 -             0.00%
Baseline ¢/th 26.842             26.550                       (0.293)        -1.09%
Non-Baseline ¢/th 45.009             44.702                       (0.308)        -0.68%
Average Residential Rate ¢/th 43.551             43.253                       (0.298)        -0.68%

Non-Residential
Core Commercial & Industrial Combined C/I Combined C/I

Customer Charge $/month $10.00/15.00 $10.00/15.00 N/A N/A
Tier I (0-100 S, 250 W) ¢/th 41.393             40.846                       (0.547)        -1.32%
Tier II (Tier I-4167) ¢/th 24.307             24.193                       (0.114)        -0.47%
Tier III (>4167) ¢/th 11.907             11.826                       (0.081)        -0.68%

Gas Air Conditioning
Customer Charge $/month $150.00 $150.00 -             0.00%
Volumetric Rate ¢/th 12.102             12.018                       (0.084)        -0.69%

Gas Engine
Customer Charge $/month $50.00 $50.00 -             0.00%
Volumetric Rate ¢/th 17.632             17.632                       -             0.00%

NONCORE - Average Transmission Rate
Retail

Industrial ¢/th 4.234               4.200                         (0.034)        -0.81%

Electric Generation  1_/ ¢/th 2.066               2.054                         (0.012)        -0.57%

Wholesale

Long Beach ¢/th 1.648               1.634                         (0.014)        -0.86%

SDG&E ¢/th 1.020               1.010                         (0.011)        -1.05%

Vernon ¢/th 1.194               1.183                         (0.011)        -0.94%

Southwest Gas ¢/th 1.460               1.447                         (0.013)        -0.87%

UNBUNDLED STORAGE
Annual Reservation

Injection $/Dthd 20.169             20.169                       -             0.00%
Withdrawal $/Dthd 11.584             11.584                       -             0.00%
Inventory $/Dth 0.214               0.214                         -             0.00%

Variable Charges
Injection $/Dth 0.0127             0.0127                       -             0.00%
Withdrawal $/Dth 0.0177             0.0177                       -             0.00%

BROKERAGE FEES
Core ¢/th 0.20100            0.20100                     -             0.00%
Noncore ¢/th 0.26600            0.26600                     -             0.00%

1_/  Includes Common EG Adjustment Change of 0.004 ¢/therm.


