
 

 
 
 
 
 
August 26, 2003 
 
 
Advice No. 3286 
(U 904 G) 
 
Public Utilities Commission of the State of California 
 
Subject: Establishment of Blythe Operational Flow Requirement Memorandum 

Account  
 
Southern California Gas Company (SoCalGas) hereby submits for filing with the California 
Public Utilities Commission (Commission) revisions to SoCalGas’ tariff schedules, 
applicable throughout its service territory, as shown on Attachment B.   
 
Purpose 
 
This filing revises Preliminary Statement, Part VI, Description of Regulatory Accounts – 
Memorandum, and establishes the Blythe Operational Flow Requirement Memorandum 
Account (BOFRMA).  SoCalGas hereby requests that the Commission approve the 
BOFRMA as described herein.  The purpose of the BOFRMA is to record certain charges 
associated with SoCalGas’ Gas Acquisition Department purchasing and delivering gas to 
sustain operational flows at Blythe.  Additionally, this filing revises Preliminary Statement, 
Part VIII, Gas Cost Incentive Mechanism (GCIM), to add section C.6.j., to indicate that 
charges or credits to the BOFRMA will be an adjustment to GCIM costs.   
 
Background 
 
SoCalGas must receive certain minimum quantities of gas at Blythe1 to ensure that 
adequate gas is available to maintain deliveries to customers connected to the southern 
portion of its system.  SoCalGas’ System Operator2 determines these minimums based on 
its forecast of system needs.   When shippers’ anticipated deliveries of gas are not 
expected to meet the required Blythe minimum flow levels, SoCalGas’ Gas Acquisition 
Department is called upon to purchase additional quantities of gas to provide the necessary 
support to the SoCalGas system.  These deliveries are outside of the purchases Gas 
Acquisition would otherwise make to meet the supply needs of SoCalGas’ Core customers. 
Depending upon market conditions, these system support purchases by Gas Acquisition 
can result in significant additional procurement costs for SoCalGas’ Core procurement 
(Core) customers.   

                     
1 Blythe is the southernmost of the two SoCalGas points of interconnection with the El Paso 

Natural Gas Company (EPNG) pipeline. 
2 The SoCalGas System Operator refers to the function performed by SoCalGas’ Gas Operations 

Department. 
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SoCalGas notes that with the recent Kern River expansion, shippers may choose to shift 
their deliveries to the northern part of the SoCalGas system during the upcoming winter 
heating season.  This shift in deliveries away from Blythe could result in a significant 
potential cost burden to SoCalGas’ Core customers.  
 
SoCalGas proposes that the BOFRMA be established to capture charges associated with 
meeting the Blythe minimum flow requirements.  On days when Gas Acquisition is called 
upon by SoCalGas’ System Operator to provide support at Blythe, the first 355 MMcfd of its 
deliveries into Blythe will be treated as ordinary charges incurred on behalf of the Core 
portfolio.3  For volumes in excess of the Core’s commitment of 355 MMcfd for deliveries 
into Blythe, the BOFRMA will be charged at a rate equal to the applicable daily basin index 
price plus the full transportation rate on EPNG delivered into SoCalGas, less the Southern 
California bidweek border price for that month.  The memorandum account will be an 
interest bearing account. 
 
SoCalGas anticipates that entries to the BOFRMA as proposed will only be appropriate 
until the expiration of the majority of SoCalGas’ current transportation agreements with 
EPNG or until a new procedure for supporting the Blythe minimum flow requirements is 
implemented by the Commission, whichever comes first.  SoCalGas further proposes that 
the allocation of any recorded balance to the BOFRMA be addressed in its next Biennial 
Cost Allocation Proceeding (BCAP). 
  
All Gas Acquisition purchases for supporting the Blythe minimum flow levels will be 
recorded directly to the PGA.  Charges or credits to the BOFRMA will be an adjustment to 
actual GCIM costs. 
 
Communications between SoCalGas’ System Operator and Gas Acquisition Department 
remain subject to Remedial Measure 16, pursuant to D.98-03-073.   
 
Protest 
 
Anyone may protest this Advice Letter to the California Public Utilities 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 must be 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 to Honesto Gatchalian (jnj@cpuc.ca.gov) of the Energy Division.  A 
copy of the protest should 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. 

                     
3 355MMcfd represents the Gas Acquisition Department’s reservation at Blythe on behalf of its 

Core customers  adopted in D. 01-12-018. 
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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 advice letter be approved on October 5, 2003, 
which is not less than forty (40) days regular statutory notice.   
 
Notice 
 
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 Attachment A, which includes the parties in 
SoCalGas’ GCIM Year 9 Application No. (A.) 03-06-021, which is the same as GCIM 
Year 7 A.01-06-027. 
 

 
 

________________________________ 
J. STEVE RAHON 

Director 
Tariffs and Regulatory Accounts 
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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 
 

Aglet Consumer Alliance 
James  Weil 
jweil@aglet.org 
 

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

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

AFRPA/DD McClellan Attn: L. Baustian 
3411 Olson Street, Room 105 
McClellan, CA 95652-1003 
 

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 
R. Mark  Pocta 
rmp@cpuc.ca.gov 
 

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

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 
 

Coral Energy 
Walter  Cinibulk 
wcinibulk@coral-energy.com 
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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 
Christopher  Hilen 
chrishilen@dwt.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 
 

Deniese Earley 
deniese.earley@dgs.ca.gov 
 

Edson & Modisette  
1015 K Street,, #200  
Sacramento, CA 95814 
 

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

William Gibson 
weg@cpuc.ca.gov 
 

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  
2 Embarcaero Center, 5th Floor 
San Francisco, CA 94111 
 

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 
 

Luce, Forward, Hamilton & Scripps 
John  Leslie 
jleslie@luce.com 
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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 
 

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 
 

Ramesh Ramchandani 
rxr@cpuc.ca.gov 
 

Regulatory & Cogen Services, Inc. 
Donald W.  Schoenbeck 
900 Washington Street, #780 
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. 
Kevin  Cini 
cinikr@sce.com 
 

Southern California Edison Co. 
John Quinlan 
john.quinlan@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 
 

White & Case 
Regulatory Affairs  
regaffairs@sf.whitecase.com 
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CALIF PUBLIC UTILITIES COMMISSION 
Joyce Alfton 
alf@cpuc.ca.gov 
 

PACIFIC GAS & ELECTRIC COMPANY 
BRIAN K. CHERRY 
bkc7@pge.com 
 

CALIF PUBLIC UTILITIES COMMISSION 
Patrick L. Gileau 
plg@cpuc.ca.gov 
 

CALIF PUBLIC UTILITIES COMMISSION 
Jacqueline Greig 
jnm@cpuc.ca.gov 
 

MORRISON & FOERSTER LLP 
PETER W. HANSCHEN 
phanschen@mofo.com 
 

THE UTILITY REFORM NETWORK 
MARCEL HAWIGER 
marcel@turn.org 
 

SEMPRA UTILITIES 
GREGORY HEALY 
ghealy@semprautilities.com 
 

DAVIS, WRIGHT TERMAINE, LLP 
CHRISTOPHER HILEN 
chrishilen@dwt.com 
 

SOUTHERN CALIFORNIA EDISON 
COMPANY 
GLORIA M. ING 
gloria.ing@sce.com 
 

CALIF PUBLIC UTILITIES COMMISSION 
Dorris Lam 
dnl@cpuc.ca.gov 
 

CALIF PUBLIC UTILITIES COMMISSION 
Kelly C Lee 
kcl@cpuc.ca.gov 
 

SUTHERLAND, ASBILL & BRENNAN 
KEITH MCCREA 
kmccrea@sablaw.com 
 

CALIF PUBLIC UTILITIES COMMISSION 
Richard A. Myers 
ram@cpuc.ca.gov 
 

HANNA AND MORTON LLP 
NORMAN  A. PEDERSEN 
npedersen@hanmor.com 
 

SOUTHERN CALIFORNIA EDISON 
COMPANY 
DOUGLAS PORTER 
douglas.porter@sce.com 
 

CALIF PUBLIC UTILITIES COMMISSION 
Robert M. Pocta 
rmp@cpuc.ca.gov 
 

CALIF PUBLIC UTILITIES COMMISSION 
Maria E. Stevens 
mer@cpuc.ca.gov 
 

SEMPRA ENERGY 
MICHAEL R. THORP 
mthorp@sempra.com 
 

CALIF PUBLIC UTILITIES COMMISSION 
John S. Wong 
jsw@cpuc.ca.gov 
 

SEMPRA ENERGY 
JUDITH L. YOUNG 
jlyoung@sempra.com 
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1 

Revised 36866-G  PRELIMINARY STATEMENT, PART VI, 
DESCRIPTION OF REGULATORY 
ACCOUNTS - MEMORANDUM, Sheet 1 

 Revised 35357-G 

Revised 36867-G  PRELIMINARY STATEMENT, PART VI, 
DESCRIPTION OF REGULATORY 
ACCOUNTS - MEMORANDUM, Sheet 19 

 Original 35359-G 

Original 36868-G  PRELIMINARY STATEMENT, PART VI, 
DESCRIPTION OF REGULATORY 
ACCOUNTS - MEMORANDUM, Sheet 20 

   

     
Revised 36869-G  PRELIMINARY STATEMENT, PART VIII, 

GAS COST INCENTIVE MECHANISM, Sheet 4 
 Revised 35879-G* 

Revised 36870-G  PRELIMINARY STATEMENT, PART VIII, 
GAS COST INCENTIVE MECHANISM, Sheet 5 

 Revised 35880-G 

     
Revised 36871-G  TABLE OF CONTENTS  Revised 36865-G 
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 PART VI  
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 (Continued)   
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Regulatory Affairs RESOLUTION NO.  

 

A. GENERAL 
 
 Memorandum accounts are special accounts authorized by the Commission for the purpose of tracking 

certain costs and revenues.  Please refer to each individual memorandum account description for the 
specific accounting treatment applicable to each account. 

 
B. LISTING OF MEMORANDUM ACCOUNTS 
 
 Conservation Expense Account (CEA) 
 PCB Expense Account (PCBEA) 
 Research Development and Demonstration Expense Account (RDDEA) 
 Curtailment Violation Penalty Account (CVPA) 
 Economic Practicality Shortfall Memorandum Account (EPSMA) 
 Catastrophic Event Memorandum Account (CEMA) 
 Interconnect Charge Memorandum Account (ICMA) 
 Vernon Avoided Distribution Cost Memorandum Account (VADCMA) 
 Noncore Cost/Revenue Memorandum Account (NCRMA) 
 Interstate Capacity Step Down Account (ICSDA) 
 Vernon Rate Savings Memorandum Account (VRSMA) 
 Vernon Negotiated Core Contract Memorandum Account (VNCCMA) 
 Earthquake Valve Installation Service Memorandum Account (EVISMA) 
 Research Royalty Memorandum Account (RRMA) 
 NGV Research Development & Demonstration Memorandum Account (RDDNGV) 
 Intervenor Award Memorandum Account (IAMA) 
 Z Factor Account (ZFA) 
 Tax Interest Account (TIA) 
 Energy Efficiency/DSM Memorandum Account (EEDSMMA) 
 Applicant Installation Trench Inspection Memorandum Account (AITIMA) 
 Wheeler Ridge Firm Access Charge Memorandum Account (WRFACMA) 
 Earthquake Valve Installation Memorandum Account (EVIMA) 
 Gas Industry Restructuring Memorandum Account (GIRMA) 
 Self-Generation Program Memorandum Account (SGPMA) 
 Baseline Memorandum Account (BMA) 
 Blythe Operational Flow Requirement Memorandum Account (BOFRMA) 
 
C. DESCRIPTION OF ACCOUNTS 
 
 CONSERVATION EXPENSE ACCOUNT (CEA) 
 
 The CEA is an interest bearing memorandum account recorded on SoCalGas' financial statements.  The 

purpose of this account is to track the difference between authorized costs in rates, and actual demand-
side management program costs.  This account covers regular and low income demand-side 
management programs.  

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
N 
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Regulatory Affairs RESOLUTION NO.  

 

C. DESCRIPTION OF ACCOUNTS  (Continued) 
 

BASELINE MEMORANDUM ACCOUNT (BMA)  (Continued) 
 

Utility shall maintain the BMA by making entries at the end of each month as follows:  
 
 a) A debit or credit entry equal to the recorded under/(over) collection of revenues associated with 

changes to baseline allowances.  
 
 b) A debit entry equal to the administrative costs associated with the medical baseline program changes. 
 
 c) An entry equal to the recorded revenue to amortize the account balance in rates upon Commission 

approval.  
 
 d) An entry equal to the interest on the average balance in the account during the month, calculated in 

the manner described in the Preliminary Statement, Part I, J.  
 
The disposition of the BMA balance shall be determined in Phase 2 of R.01-05-047. 
 
BLYTHE OPERATIONAL FLOW REQUIREMENT MEMORANDUM ACCOUNT (BOFRMA) 

 
The BOFRMA is an interest bearing memorandum account that is not recorded on the Utility’s financial 
statements.  The purpose of this account is to track certain costs associated with SoCalGas’ Gas 
Acquisition Department’s purchase and delivery of gas to sustain operational flows at Blythe.  The 
BOFRMA will be effective on the date the advice letter (Advice No. 3286) is approved to the earlier of 
the expiration date of the majority of SoCalGas’ current transportation agreements with El Paso Natural 
Gas Company (EPNG) or until a new procedure for supporting Blythe minimum flow requirements is 
determined by the Commission.   

 
Utility shall maintain the BOFRMA by making entries at the end of each month as follows:  
 

 a) The BOFRMA shall be charged for volumes in excess of the Core’s commitment of 355 MMcfd for 
deliveries at Blythe at a rate equal to the applicable daily basin index price, defined as the Permian 
Basin Area Midpoint indices as referenced in Gas Daily, plus the full transportation rate (including 
fuel) on EPNG delivered into SoCalGas less the Southern California bidweek border price, defined 
as the simple average of two published indices reported in Natural Gas Week and Natural Gas 
Intelligence, consistent with SoCalGas’ Gas Cost Incentive Mechanism (GCIM).  The charges will 
be made only when the System Operator requires Gas Acquisition to purchase supplies to sustain the 
minimum flow requirements at Blythe.  The minimum flow order request by the SoCalGas System 
Operator in excess of 355 MMcfd will be posted and recorded per Remedial Measure 16.  

 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
N 
 | 
 | 
 | 
 | 
 | 
 | 
 | 
 | 
 | 
 | 
 | 
 | 
 | 
 | 
 | 
 | 
 | 
 | 
 | 
N 
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Regulatory Affairs RESOLUTION NO.  

 

C. DESCRIPTION OF ACCOUNTS  (Continued) 
 

BLYTHE OPERATIONAL FLOW REQUIREMENT MEMORANDUM ACCOUNT (BOFRMA)  
(Continued) 

 
 b) An entry equal to the interest on the average balance in the account during the month, calculated in 

the manner described in the Preliminary Statement, Part I, J. 
 
The disposition of the BOFRMA balance shall be determined in SoCalGas’ Biennial Cost Allocation 
Proceeding (BCAP).  
 

 

 
 
N 
 | 
 | 
 | 
 | 
 | 
 | 
N 

 



SOUTHERN CALIFORNIA GAS COMPANY Revised CAL. P.U.C. SHEET NO. 36869-G 
 LOS ANGELES, CALIFORNIA CANCELING Revised CAL. P.U.C. SHEET NO. 35879-G* 
      

 PRELIMINARY STATEMENT Sheet 4  
 PART VIII  
 GAS COST INCENTIVE MECHANISM  

(Continued) 

 (Continued)   
(TO BE INSERTED BY UTILITY) ISSUED BY (TO BE INSERTED BY CAL. PUC) 

ADVICE LETTER NO. 3286 Lee Schavrien DATE FILED Aug 26, 2003 
DECISION NO. Vice President EFFECTIVE Oct 5, 2003 
4H9 

 
Regulatory Affairs RESOLUTION NO.  

 

C. GAS COST INCENTIVE MECHANISM (GCIM) METHODOLOGY  (Continued) 
 
 6. (continued) 
 
  d. Core gas sales will be used as a tool to reduce costs to core customers similar to other utilities and 

will be credited to actual gas commodity costs.  
 
  e. California Energy Hub (Hub) net revenues are included as a credit to the GCIM actual costs.  On a 

monthly basis, the Hub net revenues are cleared from a separate Hub account and allocated to the 
PGA.  

 
  f. Commodity cost refunds credited to the PGA are credited to the actual cost of gas in the month 

during which SoCalGas receives the refund.  
 
  g. Surcharge adjustments to the core cost of gas are treated as an additional cost in the month during 

which SoCalGas is billed.  If the surcharge occurs due to adjustments across more than one 
incentive mechanism cycle, the monthly actual cost of gas will be recalculated to reflect any 
GCIM impacts.  

 
  h. Any prospective refunds, surcharges, penalties, liabilities, or adjustments to purchases made 

during the term of the GCIM, specifically in conjunction with existing long-term contracts, shall 
be included as actual gas costs and are not subject to subsequent reasonableness review absent 
fraud or abuse.  

 
  i. Gains and losses from futures and over-the-counter financial transactions, including transaction 

costs will be recorded in the PGA, and included in GCIM actual commodity costs. 
 
  j. Pursuant to Preliminary Statement, Part VI, Description of Regulatory Accounts - Memorandum, 

the Blythe Operational Flow Requirement Memorandum Account (BOFRMA) will record charges 
associated with SoCalGas’ purchasing and delivery of gas to sustain operational flows at Blythe.  
GCIM actual cost will be adjusted for charges or credits to the BOFRMA. 

 
7. The Annual Storage Inventory target on November 1 is 70.0 Bcf of the physical gas supply, with an 

accepted variance of +5/-5 Bcf.  If the November 1 target is not attained, deliveries must be made to 
insure that a minimum of 60 Bcf of actual physical gas in the core’s inventory is reached by 
December 1.  The January, February and March minimum month-end targets (equivalent to peak 
day minimums necessary for serving the core) must be met.  Any deviation from these storage 
targets should be explained in SoCalGas’ annual GCIM filing.  

 
 

 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
 
N 
 | 
 | 
N 
 
 
 
 
 
 
 
L 
 

 



SOUTHERN CALIFORNIA GAS COMPANY Revised CAL. P.U.C. SHEET NO. 36870-G 
 LOS ANGELES, CALIFORNIA CANCELING Revised CAL. P.U.C. SHEET NO. 35879-G* 
     35880-G 

 PRELIMINARY STATEMENT Sheet 5  
 PART VIII  
 GAS COST INCENTIVE MECHANISM  

(Continued) 

 (Continued)   
(TO BE INSERTED BY UTILITY) ISSUED BY (TO BE INSERTED BY CAL. PUC) 

ADVICE LETTER NO. 3286 Lee Schavrien DATE FILED Aug 26, 2003 
DECISION NO. Vice President EFFECTIVE Oct 5, 2003 
5H9 

 
Regulatory Affairs RESOLUTION NO.  

 

C. GAS COST INCENTIVE MECHANISM (GCIM) METHODOLOGY  (Continued) 
 
 8. Tolerance 

 
  To determine GCIM rewards or penalties, tolerance bands above or below the benchmark budget are 

used.  Tolerance bands are calculated as a percentage of the monthly gas commodity portion of the 
benchmark budget and is added to or subtracted from the benchmark budget as "upper tolerance 
band" or "lower tolerance band" (sharing bands), respectively.  The specific percentages are approved 
by the CPUC and may be redetermined in subsequent CPUC decisions (See Section 9).  

 
 9. Calculation of Rewards and Penalties Under GCIM 
 
  a. On an annual basis, actual total purchased gas costs are compared to the annual benchmark budget 

to determine if a reward/savings or penalty applies. 
 
  b. If actual total purchased gas costs for the incentive year are less than the annual benchmark 

budget, the difference constitutes a savings incentive to be shared between ratepayers and 
shareholders as defined by the Sharing Bands as follows: 

 
 Sharing Band  Ratepayer Shareholder 
 0.0% -1.00%  100% 0% 
 1.00% - 5.00%  75% 25% 
 5.00% & Above 90% 10% 

 
   The shareholder reward will be capped at 1.5% of the actual annual gas commodity costs. 
 
  c. If the actual total purchased gas costs are above the benchmark budget plus the upper tolerance 

band of 2%, then the difference constitutes a cost penalty, and the portion over this amount will be 
shared 50/50 between shareholders and ratepayers.  If emergencies such as force majeure events 
(e.g. earthquakes and pipeline failures) cause the cost to be above benchmark, then ratepayers 
would absorb these incremental costs associated with that event. 

 
D. BALANCING ACCOUNT TREATMENT OF REWARDS AND PENALTIES 
 
 Effective GCIM Year 9 (April 1, 2002 through March 31, 2003), SoCalGas will include the shareholder 

results of the GCIM from the most recent monthly report in the core monthly gas pricing advice letters 
submitted to the Energy Division, with copies to ORA.   SoCalGas will maintain an interest bearing 
balancing account associated with shareholder rewards and penalties.  On June 15 of each year, 
SoCalGas will file its annual GCIM application to the Commission describing, in detail, the results of 
the GCIM over the past year.  ORA will conduct its annual audit and issue its monitoring and evaluation 
report by October 15 of each year.  Any agreed upon adjustments in the shareholder incentive award or 
penalty for the past year will be reflected in SoCalGas’ next core monthly gas pricing advice letter or as 
mutually agreed upon by SoCalGas and ORA.  
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