
STATE OF CALIFORNIA Edmund G. Brown Jr., Governor 

PUBLIC UTILITIES COMMISSION  
505 VAN NESS AVENUE                                                                                                                                                                       

SAN FRANCISCO, CA  94102-3298 

 
 
 
 
December 10, 2012  
                                                                                              Advice Letter 4418 
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Advice Letter 4418 is effective November 30, 2012. 
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Advice No. 4418 
(U 904 G) 
 
Public Utilities Commission of the State of California 
 
Subject:  1% Franchise Surcharge for Gas Customers within the City of Visalia 
 
Purpose 
 
Southern California Gas Company (SoCalGas) hereby requests approval by the California Public 
Utilities Commission (Commission) to add a 1% surcharge on the bills of SoCalGas customers in 
the City of Visalia (Visalia or City), a charter city, pursuant to a new franchise agreement 
(“Franchise Agreement”) that specifies the terms and conditions of the franchise approved by the 
City Council of Visalia on October 15, 2012 by Ordinance No. 2012-12 (Attachment B).  Under 
the terms of the Franchise Agreement, in order for SoCalGas to bill and collect the franchise 
surcharge, SoCalGas must obtain the Commission’s approval.  SoCalGas believes that a 
surcharge on Visalia customers is the most objective way to cover the franchise fee differential 
imposed by the City without unduly burdening other ratepayers in the SoCalGas system. 
 
A sample of the revised bill format for residential customers is attached as Attachment C to this 
advice letter. 
 
Commission Decision (D.) 89-05-063, issued May 26, 1989,1 established the procedure for filing 
an advice letter where the local governmental entity requires the public utility to collect franchise 
fees exceeding the average franchise fees within the utility’s service territory.  SoCalGas makes 
this filing pursuant to D.89-05-063. 
 
Background  
 
In 1937, the California State Legislature passed "The Franchise Act of 1937" (the Act).  Among 
other subjects, the Act established a formula whereby a utility would pay a fee to a general law 
municipality for the right to use the public streets and rights-of-way in the municipality.  The Act 
sets out that, for gas franchises, municipalities will be compensated through a formula whereby 
they will receive two percent (2%) of gross annual receipts derived from the use, operation or 
possession of the franchise (also known as the Broughton Act formula), or a minimum of one 
percent (1%) of gross annual receipts from the sale, transmission, or distribution of gas within 
the limits of the municipality (otherwise known as the "2%/1%" formula).   
                     
1 Investigation 84-05-002, Guidelines for the Equitable Treatment of Revenue-Producing Mechanisms 
Imposed by Local Governmental Entities on Public Utilities. 
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The compensation options applicable to general law municipalities under state law (California 
Public Utilities Code Section 6231) are either the 2%/1% formula or the Broughton Act formula.  
Of the 237 cities and counties with which SoCalGas has franchise agreements, 175 are general 
law municipalities and, barring a change in state law, will be paid under the 2%/1% formula or 
Broughton Act formula.  Charter cities such as Visalia are not limited to this formula by statute.   
 
In its previous franchise agreement with SoCalGas, the City received the statutory 2%/1% 
formula described above.  In negotiations for a new franchise, Visalia officials proposed that, 
because it is a charter city, it should get an increase to a 2%/2% formula.   
 
In order to mitigate the rate impact on other customers, SoCalGas accepted a grant of franchise 
offered by Visalia that contained a franchise calculation whereby, if authorized by the 
Commission, SoCalGas would pay the higher franchise fees to Visalia but would collect the 
portion of the franchise fee greater than the statutory amount by placing a 1% line-item 
franchise fee surcharge on bills to customers located within Visalia.   
 
In D.89-05-063, the Commission addressed the issue of costs imposed on public utilities by 
local government’s revenue producing mechanisms and the appropriate ratemaking treatment 
for increases in franchise fees.  The Commission recognized that where franchise fees 
attributable to one city were substantially above the average franchise fees within the service 
territory of the utility, requiring all customers to pay the city’s higher-than-average costs in rates 
would mean that some customers would be subsidizing other customers, but not themselves 
receiving any benefits from increased taxes and fees.  The Commission stated: 
 

“It is not just or reasonable that the significantly higher levels derived from some entities 
only should be buried in basic rates applicable to all ratepayers of the utility. Averaging 
such costs among all ratepayers creates inequities between classes of ratepayers.  It is 
appropriate and reasonable that these significantly higher costs should be identified and 
borne only by the ratepayers in the local governmental area that originated them.” (D.89-
05-063 at 24.) 

 
The Commission has recently approved, pursuant to D.89-05-063, gas and electric franchise 
fee surcharges for other utilities.  See PG&E’s AL 3110-G/3651-E filed April 5, 2010, effective 
May 5, 2010, authorizing PG&E to bill and collect a 0.3% gas and electric franchise fee 
surcharge on customers in the City of San Jose; and PG&E’s AL 2980-G/3380-E filed 
December 18, 2008, effective January 21, 2009, authorizing PG&E to bill and collect a 1% gas 
and electric franchise fee surcharge on customers within the City of Bakersfield.  Also, please 
see Southern California Edison’s AL 1881-E filed March 30, 2005, effective May 9, 2005, 
authorizing SCE to bill and collect a 1% electric franchise fee surcharge on electric customers in 
the City of Santa Barbara.  In D.07-10-024, the Commission granted SoCalGas authorization to 
bill and collect a 1% gas franchise surcharge on gas customers in the City of Ventura.  More 
recently, the Commission granted a similar authorization requested in Advice No. 4134 for the 
City of Huntington Beach. 
 
In accordance with D.89-05-063 and Section 5(b) of the Franchise Agreement with the City of 
Visalia, which provides for the surcharge, SoCalGas shall collect, with the Commission’s 
approval, an additional one percent (1%) as a surcharge on customers in Visalia.  Such 
franchise fee surcharge shall be so indicated and added as a separate line item to bills 
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rendered to Visalia customers.  The percentage will be the same for all classes of gas 
customers located within the City. 
 
The average monthly bill estimates are based on current gas transportation and public purpose 
program surcharge rates; commodity rates are based on the billing period March 12, 2012 – 
April 10, 2012; and, volumes based on 2011 actuals for SoCalGas customers located in the 
City.  The proposed fee would result in an average increase of $0.32 per month for residential 
customers and an average of $0.45 per month across all customer classes.  This will result in 
an estimated $230,000 being collected during the full year of application.  Column C, in the 
table below, shows the monthly bill impact, by customer class, resulting from this Advice Letter 
(see Attachment C for an example of a residential bill). 
 
Upon approval of this Advice Letter, the G-MSUR rate for Non-Core customers in the City of 
Visalia shall be updated in a separate advice letter to be filed.   
 
 

Customer Class (A) 
# Customers 

(B) 
Class Average Bill 
Impact $/month (C) 

Core Service:   
  Residential 39,641  $0.32  
  Core Commercial & Industrial - Small 2,002  $0.31  
  Core Commercial & Industrial - Large 1,000  $4.51  
  Gas Engine 29  $2.46  
  Natural Gas Vehicle - Small 2  $24.10  
  Natural Gas Vehicle - Large 1  $266.42  
   
NonCore Service:*   
  NonCore C&I - Distribution Level Service - Small 5  $96.64  
  NonCore C&I - Distribution Level Service - Large 1  $307.18  
  Electric Generation - Distribution Level Service - Small 1  $8.77  
  Electric Generation - Distribution Level Service - Large 1  $137.20  
  42,683  $0.45  

Notes:   
 Bill Impact based on actual monthly average volumes in 2011 by class, for customers located in the City of  
   Visalia.  Transportation and Public Purpose Program Surcharge rates based on those in effect January, 2012. 
 Commodity based on billing period, March 12, 2012 - April 10, 2012. 
 *Noncore Service does not include impact of FFU Surcharge on Gas Commodity, which may double the impact  
    to noncore customers when GMSUR is updated. 

 
 
SoCalGas shall implement the gas franchise surcharge on the first day of the calendar year 
after Commission approval. The City of Visalia supports this advice filing. 
 
Protest 
 
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 must be received within 20 
days of the date of this Advice Letter which is November 20, 2012.  There is no restriction on 
who may file a protest.  The address for mailing or delivering a protest to the Commission is: 
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CPUC Energy Division 
Attention:  Tariff Unit 
505 Van Ness Avenue 
San Francisco, CA  94102 

 
Copies of the protest should also be sent via e-mail to the attention of the Energy Division Tariff 
Unit (EDTariffUnit@cpuc.ca.gov).  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. 
 

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 believes that this filing is subject to Energy Division disposition and should be 
classified as Tier 2 (effective after staff approval) pursuant to GO 96-B.  SoCalGas respectfully 
requests that this filing be approved on November 30, 2012, which is 30 calendar days from the 
date filed. 
 
Notice 
 
A copy of this advice letter is being sent to the parties listed on Attachment A. 
 
 
 
 

_________________________________ 
Rasha Prince 

Director, Regulatory Affairs 
 
Attachments: 
Attachment A – Service List 
Attachment B – City of Visalia Gas Franchise Agreement  
Attachment C – SoCalGas Sample Bill Format 
 
cc: Steve Salomon, City of Visalia Manager 
 Chris Young, City of Visalia Community Development Director 
 Eric Frost, City of Visalia Finance Director 



CALIFORNIA PUBLIC UTILITIES COMMISSION 
ADVICE LETTER FILING SUMMARY 

ENERGY UTILITY  
MUST BE COMPLETED BY UTILITY (Attach additional pages as needed) 

Company name/CPUC Utility No. SOUTHERN CALIFORNIA GAS COMPANY (U 9O4G) 
Utility type:   Contact Person: Sid Newsom  

 ELC  GAS       Phone #: (213) 244-2846    
 PLC  HEAT  WATER E-mail: SNewsom@semprautilities.com   

EXPLANATION OF UTILITY TYPE 

ELC = Electric              GAS = Gas  
PLC = Pipeline              HEAT = Heat     WATER = Water 

(Date Filed/ Received Stamp by CPUC) 

Advice Letter (AL) #:  4418    

Subject of AL:   1% Franchise Surcharge for Gas Customers within the City of Visalia  
      
Keywords (choose from CPUC listing):   Franchise Fee/User Tax 
AL filing type:  Monthly  Quarterly  Annual  One-Time  Other       
If AL filed in compliance with a Commission order, indicate relevant Decision/Resolution #:  
 D.89-05-063      
Does AL replace a withdrawn or rejected AL?  If so, identify the prior AL   No     
Summarize differences between the AL and the prior withdrawn or rejected AL1:  N/A      
      
Does AL request confidential treatment? If so, provide explanation:   No 
 
Resolution Required?   Yes  No                                        Tier Designation:   1    2    3 

Requested effective date:   11/30/12   No. of tariff sheets:    0 
Estimated system annual revenue effect: (%):  N/A        
Estimated system average rate effect (%):  N/A      
When rates are affected by AL, include attachment in AL showing average rate effects on customer 
classes (residential, small commercial, large C/I, agricultural, lighting). 
Tariff schedules affected:  None        
      
Service affected and changes proposed1:  N/A     
      
Pending advice letters that revise the same tariff sheets:    None     
      
Protests and all other correspondence regarding this AL are due no later than 20 days after the date of 
this filing, unless otherwise authorized by the Commission, and shall be sent to: 
CPUC, Energy Division       Southern California Gas Company 
Attention: Tariff Unit Attention: Sid Newsom 
505 Van Ness Ave.,  555 West 5th Street, GT14D6 
San Francisco, CA 94102 Los Angeles, CA 90013-1011 
EDTariffUnit@cpuc.ca.gov SNewsom@semprautilities.com 

Tariffs@socalgas.com 
 

                                                 
1 Discuss in AL if more space is needed. 
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(See Attached Service List) 
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City of Visalia Franchise Agreement  
Approved on October 15, 2012  

Ordinance No. 2012-12   
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SoCalGas Sample Bill Format  
   

 



ACCOUNT NUMBER
xxx xxx xxxx x

PLEASE KEEP THIS PORTION FOR YOUR RECORDS. (FAVOR DE GUARDAR ESTA PARTE PARA SUS REGISTROS.)

PLEASE RETURN THIS PORTION WITH YOUR PAYMENT. (FAVOR DE DEVOLVER ESTA PARTE CON SU PAGO.)

Save Paper &
Postage

PAY ONLINE
www.socalgas.com

ACCOUNT NUMBER  xxx xxx xxxx x DATE MAILED  Apr 12, 2012 Page 1 of 2
SERVICE FOR
JOHN Q PUBLIC
100 S SAMPLE AVE
VISALIA CA 93291-0000

24 Hour Service
1-800-427-2200 English
1-800-342-4545 Español
1-800-252-0259 TTY
www.socalgas.com

Please enter amount enclosed.

$
Write account number on check and
make payable to The Gas Company.

CY
xx xxxx xxx

P

H

THE GAS COMPANY
PO BOX C
MONTEREY PARK CA 91756-5111

JOHN Q PUBLIC
100 S SAMPLE AVE
VISALIA CA 93291-0000

Account Summary   
Amount of Last Bill $61.28
Payment Received 03/28/12 THANK YOU - 61.28
Current Charges + 36.07
Total Amount Due $36.07

Current Charges

Rate: GR - Residential  Climate Zone: 1 Baseline Allowance: 49 Therms
Meter Number: ######## (Next scheduled read date May 9 2012) Cycle: 6

Billing Period Days
Current
Reading -

Previous
Reading = Difference x Billing Factor = Total Therms

03/12/12 - 04/10/12 29 1222 1179 43 1.034 44

GAS CHARGES   Amount($)
Customer Charge 29 Days x  $.16438 4.77

Gas Service (Details below) 44 Therms

Baseline   
Therms used 44
Rate/Therm $.62114
Charge $27.33    = 27.33

Total Gas Charges $32.10
TAXES & FEES ON GAS CHARGES Amount($)
State Regulatory Fee 44 Therms x $.00068 .03
Public Purpose Surcharge 44 Therms x $.08231 3.62
Local Franchise Fee Surcharge $32.13 x  1.00% .32

Total Taxes and Fees on Gas Charges  $3.97
Total Current Charges $36.07

_

Gas Usage History (Total Therms used)

0

14

28

42

56

70

APR MAY JUN JUL AUG SEP OCT NOV DEC JAN FEB MAR APR
11 12

Apr 11 Mar 12 Apr 12
Total Therms used 37 68 44

Daily average Therms 1.2 2.1 1.5
Days in billing cycle 31 32 29

Need help paying your SoCalGas bill? You
may qualify for available assistance. Visit
socalgas.com or call 1-800-427-2200 

Our records show this gas meter
serves a one-family home. If the type of
service or actual number of units is
different, please call us at the telephone
number shown. 

The Gas Company's gas commodity cost per therm
for your billing period:  
Apr. . . . . . . . .$.25102 Mar. . . . . . . . .$.29725

DATE DUE May 2, 2012

AMOUNT DUE $36.07

DATE DUE May 2, 2012

AMOUNT DUE $36.07


