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Decision No. 85183 | B F&U@HNAL
BEFORT THE PUSLIC UTILITIES COMYISSION OF TEE STATE OF CALTFORNIA

Iz the Matter of the Application of 2
SAN DIEGO GAS & ELECTRIC COMPANY £or
autnority to modify its Purchased Gas
Adjustment Clause to permit immediate )
cranges in its natural gas rates and ;
charges to offset ch.anges in Southerm
Califormia Gas Company's rates and )
¢narges under its. proposed Northern i

Application No. 55742
(Filed Jure 16, 1975)

Alaska Fund:f.ng Agreement,

Chickering & Gregory, by Sberman Chickering,
C. Hayden Ames, and David A, Lawson,
Attormeys at Law, Gordon Pearce, attorney
at Law, and Sohn H. Woy, for applicant.

Ronald L. Johnson, Attormey at Law, and
Manley W. Edwards, for the City of
San Diego; Norman Elliott and Jobn W.

Me Clure, by John W. Mc Clure, Attormey
at Law, for Committee to Protect
Califormia Economy; interested parties.
Wzlter H. Kesserick, Attormey at Law, and
mund o. texcira, for the Commission
statzx, . o

02INION

. G ek A G .

This is an application by San Diego Gas & Electric Company -
(SDGSE) for imcreases in its gas rates pursuvant to its purchased gas
adjustment (PGA) procedsze to reflect (1):a Nerthern Alaska Fundisg
Adjustment (NAFA) increase in Schedule G-61 of Southern California Gas
Company (SeCal); (2) a slight increase :'.n the volume and unit cost

of California source liquefied natural ga‘fs; (3) an increase in
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Schedule G-61 of SoCal to reflect an increase in gas costs by 1:5
suﬁollers'l/ and (4) to revise its PGA to allow additional amnual
£filings in the event SoCal's NAFA becomes effeetive on a date other
thar can be accommodated within the existing PGA procedure.
At the time of filing this application SoCal's NAFA adjust~
ment to SDG&E was estimated at .406 cents per thexrm. SDGAE iIs seeking’
a per thexn increase of .546 cents, creating a ‘gross anmual revenue
increase of $3,463,100. SDGSE represents that 1£ SoCal's requested
increases are amended, its requests should be amended to reflect any
such change. . The authorized rate of return will not be affected oy
the increases requested. :
This matter was heard and submitted befbre Examiner Phillxp
E. Blecher on September 10, 1975.
The Evidence
1 Decision No. 83675 dated October 29, 1974 authormzed an e

ove*all rate of xreturn of 8.75 percent for SDG&E. This rate will not
be exceeded if the full increase requested is authorized. The |
forecast period used is October 1, 1975 to.September 30, 1976. The
primary reason for the difference between SoCal’s NAFA increase of
.406 cents per therm and SDGEE's requested increase of .546 cents per
therm is the sharp decline in availability of power plant gas after
the first two months of the test period, when about 85 to 90 percent
of the total forecast year 's supply will be delivered, thus ereetxng a
larger unit cost increase for the total supply of gas. .SDG&E
recomzended a uniform eents-per-therm rate spread.. -

1/ 7This item was in response to expected iIncreases in SoCal's rates
due to increased costs of gas from El Pase Natural Gas Co. and
Transwestern Pipeline Coupany. Those increases were not substan-
tial enough to txrigger SDG&E s PGA clause. No further discussion

of this jitem is required - oL
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The staff witness raised no objectionvt§f:he revision
requested in the form of SDG&E's PGA, but reduced SDG&E's. estimates
of its PGA for the following reasons:

1. Applicant's estimates of firm service
requirements reflect the marked
decline in firm sales per customer in
1974. For the first seven months of
1975, applicant’'s actual recorded and
weather adjusted szles to £irm custom~
grs have inczeased overftggaestimates

a2 weighted average o .4 percent.
Iﬁus theggbmpany'sagstimates of firm
requirements and sales were inmcreased
3.4 pexcent for the forecast period.

The Btu content of the gas to be
delivered by SoCal to SDG&E was
estimated by the staff bzsed on 2
later gas supply estimate than SoCal
furnisned applicant. The staff used
an average countent of 1053 Btu
compared to applicant's 1048.2.

Since the power plant gaéﬁgupply

falls abruptly to 12,564 M23tu In
Decembex, 1975 (from 628,320 M2Btw in
October end 213,384 MZBtu in November)
and remains at approximately that

level for the remainder of the fore-
cast yeaxr, there would be an overestimate
of the cost of this gas if the PGA is
calculated over the entire 12 month fore-
¢ast period. The test yeaxr's first three
month period was chosen because the staff
eéxpects that time pericd to be effective,
anticipating amother PGA effective
Jawuary 1, 1976. The ccmpany indicated
that no additiomal PGA is expected until
April 1, 1976 and thus this volume
should be adjusted on not less than

a semiannual basis, and not on a quarterly
basis as computed by the staff witness.
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The staff witness agreed with th:.s
position if no PGA is effective
prior to April 1, 1976.

The staff witness concurred in SDG&_. S position that its
2uthorized rate of return would not be exceeded by approval of this
PGA. He recommended a uniform cents-per-thern rate spread for the
NAFA portion of this PGA, and a rate spread for the oalance of this
PGA solely to the lowest pri.ced blocks until gas prices are equal to
all customers. \ A

The city of San Diego p'resented ics expect’ ‘wimess-f who' _
recoumended that SDGSE be allowed only the actual dollar ‘amount of
the cost increase of NAFA, equal to 406 cents per therm"plus an |
additional three percent to cover transmission line ..oss, oxr a total
increase of .418. If this recommendation is not: approved " he
racomnended approval of the staff's pos:.t:.on.

Dvcuss:.on

Because we believe the staff's computa.t:‘.ons to be more
Tealistic and thus more reasonable, we are adopting its recommenda-
tions for firm service requirements and Btu content. We also agree
in principle with the staff's position on the power plant gas supply,
but since it appears unlikely that any further offsets 'w:'f.‘ll‘ be granted
SDGSE wntil April 1, 1976, or six months from the effective date of
this order, we are recomputing this estimate for the most likely
effective period of tais offset, namely, October 1, 1975 tbxough
March 31, 1976, with the proviso that in the event any PGA or: offset ,
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rete increase is granted SDGSE effective prior to April 1, 1976, them
this power plant gas estimate shall be recomputed to reflect the
actval effective period of this PGA increase, as of the last day of
the month preceding the effective date of any other PGA effect:‘.ve
prior to April 1, 1976, thus making this PGA subject to refund. Ve
are rejecting the city's recommendation sinece it is contrary to SDGSE's
existing PGA clause and the existing policy of the Coﬁmission.‘

We shall authorize the requested change in 'SDGSE's PGA
clause allowing it to make additional annual PGA f£ilings in the event
SoCal's NAFA filings are not made concurrently with any other PGA.
filing.

In. Decision No. 85113 dated November 18, 1975 in"AppLIcation ‘
No. 55899, we authorized SoCal to increase its rates by $29,838,000
annually to reflect costs pertaining to NAFA. The actual increase in
rates for SoCal is expected to be approximately $27,110,000 annually,
and SDGSE's obligation under that increase is approximately $2,528,300:
annually. SoCal's increase is not yet in effect; we will autboriie o
SDG&E to file its tariffs effective the first day that SoCal s tanffs :
are effective. ‘

In Decision No. 85113 we established a leelme rate for
SoCzl by spreading the NAFA increase as follows: Rates for the fixzst
75 therms for gemeral natural gas service, mo increase; all other
rates increased by cents per therm. Decision No. 85113 contains an
extensive discussion of our concept of lifeline service, comservation,
and value of sexvice, and a recognition that a 1ife1:';ne concept would |
have to be implemented for gas sexvice by SDGSE. (In Decision
No. 85018 dated October 15, 1975 in Application No. 55627 - we
establ:.shed a lifeline Tate spread for SDG&E s electnc customers and
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sprezd a3 $3.1 million gas increase to large customers only.) We have
also stated our opinfon om these subjects in 2 number of ca.,es, most
particularly Decisions Nos. 84902 and 84721 involving rates of .

Pacific Gas and Electric Company (PGSE). We see no need to restate '
‘those views here. . -

The Commission is currently mvestigat:.ng the leel:.ne
concept in Case No. 9988 and we will take evidence on the gas 1ifeline
concept in the pending SDGSE rate increase application (No.. 55628) >
nevertheless it is desirable that lifeline sexvice be implemented at
this time for the benefit of SDGSE's customers. In Decision No. 84902
dated September 16, 1975 in Application No. 5428C involving the rates
of PGSE for matural gas service, the Commission, in effect, designated
a lifeline quantity of gas for the gemeral service customers of that .
company at 75 therms pexr month. We did the same for SoCal in
Decision No. 85113. In our opinion it would be reasonable to establish
that same 75-therm per month la.felme rate for SDG&E untxl a more
comolete recoxrd is made on this issue.

Findings ‘ ,

1. The PGA rate increase authorized herein will not cause
SDG4E to exceed its presently authorized rate of return of §.75
percent. : S
2. The increase in rates and ché.rges._ authdrized 'by this
decision ave justified and reasonable; and the present rates and
charges, insofar as they differ from those prescribed by this decisionm,
are for the future unjust and unreasonable. | |

3. SDG&E may raise its rates to reflect increases in' _
Schedule G-61 of SoCal based on the staff's method of computing the
dollar amowmt. ‘The total amount of the imercase in anoual revenue.
authorized by this decision is appronmtely $2, 528 300.

4. No increase .«.s authon.zed for California source 11quef:.ed
nezural gas. ' '
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5. The power plant gas supply estimates should be computed for
the period October 1, 1975 through March 30, 1976 to determine the
proper amount of increase to be authorized herein. In the event that
SDGE&E is authorized any PGA or offset iacrease effective ‘pri'or‘ to
April 1, 1976, then the increase herein author:’.zed shall be. sub_-;ect
to refund, based on a recomputation of the power plant. gas supply- as
of the last day of the month preceding the effective date of any
such order. L

6. SDG&E's PGA is amended as requested only to the extent tbat |
SoCal s NAFA £ilings are not made concurrently w::’.th any other offset
ox PGA f:f.lmgs. : :

7. Tor the purposes of this proceeding, untzl a dete::mnatn.on
is made in SDG&E's general gas rate application or Case No. 9988, a
reasonable estimate of the monthly lifeline quantities of gas which
is necessary to supply the minimm energy needs of the average |
residential user within SDG&E's service area is 75 therms.

8. Even though the supply of gas required to meet demands of
the interruptible class of customer is diminishing rapidly, and it
is possible that volume service to that class of customer will have
ceased at such time as noxthern Alaskan gas is received by SoCal, |
rates for interruptible gas sexvice that do not exceed the rates for
firm service, other than lifeline service, and do not exceed’ the
customer s cost of using altermate fuels, will not be ungust
unreasonable, or unduly discn.minatory. : :

9. Rates authorized by this decision shall be spread as
follows:

a. Rate for the first 75 therms for general
natural gas sexvice, no increase. -

b. All other rates shall be increased on a
cents-per-them basis.




The Commission concludes that the application should be
granted as set forth in the following or&er.

IT IS ORDERED that: | -

1. San Diego Gas & Zlectric COmpany'is;authorized to increasé_

its rates to offset the increased cost of gas purchased from
Southern California Gas Company as follows:

2. Rates for the first 75 therms for general
natural gas service, no increase.

b. All other rates shall be increased on a
cents-per-therm basis.

2. Tae increase authoxized in Order;ng Paragraph 1 shall be
subject to refund pursuant to Finding 5. '

3. SDGSE is zuthorized to file revised tariff sdhedules to
reflect the authorized increase in rates subject to refund. Such
schedules shall comply with Gemeral Orxder No. 96-A. The revised
garmff schedules shall be effective on the date Southexm Californza

s Company's tariff lelng pursuant to Decisionm No.. 85113. is _

effectlve and shall apply only to service rendercd on and after the
effective date. S

e,
.
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4. SDGSE may amend its PGA clause to permit Lt to make
additional axmuel FGA filings in the event SoCal's NAFA £ilings are
not made concurrently with any other PGA filing, sub;ect o a limit
of six e filings pex. year. :

The effective date of this order is the d&te he...eof

Deted at a0 Franciseo C..l:x.fornia. th:ts \ QJ
day of NOVtMBER" ' , 1975.

T CommisSioters. . -

Commic ioner Vernon I.. Sturzeon. beins
necessarily abdsent, ¢id not patfcipate
© in the ¢isposition of this procccdmg.
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COMMISSIONER WILLIAM SYMONS,JR., CONCURRING IN PART and
DISSENTING IN PART

I concur that the revenue increases gfanted are justified,
principally to reflect increasedcosts experienced by San Diego's gas
supplier, Southern California Gas Company, to secure certain‘rights]to
Alaskan natural gas for Southern California.

But I dissent to this decisioh which settles the burden to pay
for this incresse on only one porticn ¢of the cusromers and exenpts others.
The rationale given is further ;mplementat;on of "l1felzne“' "szelmne
rates were initiated in anticipation of @ specific'Statutory»amendmen:
in the PGSE General Rute case, Decision No. 84902 (September 16, 1975).

However, a serious complication has‘entered'the’pictufe since
that time -- we discovered that the Lifeline Act-was_enac:ed in an
unexpected, omended form. Today's decision tekes notice thst effective
Jenuary 1, 1976, Section 739 has been added to the Public Utilites Code
by the Miller-larren Energy Lifeline Act, statutes 1975, Chapter 101C
(Lifeline RAct). Yet it should take more care to examine thé specific
language of that law. As enacted’Sec:ion 739(b) providesk

"(b) The Commission shall require that every electrical

and gas corporation f£ile a schedule of rates and
¢harges providing @ lifeline rate. The lifeline
rate shall be not greater than the rates in effect
on January L, 1976. The Commission shall .
authorize no increase in the lifeline rate until -
the average system rate_in cents per kilowatt-hour
or cents per therm /has/ increased 25% or nore:
over the January 1, 1976 level."

We signed Decision No. 84902 believing that the last two

sentences of paragraph (b) of Sectioﬁ'?SSlréad as it'hé¢f§:iof_tof,

September 2, 1975, to wit ‘ _
. : -1 -
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"The Commission shall authorize no increase in the
lifeline rate until such time as the rates for all
customers of electrical or gas service, whichever ‘
is applicable, exceed the lifeline rate by 25 percent
or more. Thereafter, in establishing electrical and
gas rates, the Commission shall maintain a lifeline
rate differential of at least 25 percent- :

The ef fect of the language change is cons;derable. Under—the
orzgznal language, the Commission was nandated to establ;sh a 2SA
differential between "lifeline” rates and«"non-lzfelane" rates;- Time was -
unspecified, but the Commission set about the task ;nmedzately in the
cases before it, e.g., PGSE A.5428C. However, after revzewmng the new ‘
language amended into Section 739, it is apparent that the sooner-the-better
approach is not for the best. |

Under the changed language, no account wzll be taken,of any
amount of dszerentzal the Commzsszon varzously creates in the multzple
utility systems of California pr:or to-the end of the year. The new'law
freezes rates for "lifeline™ cuant;t1e¢ at the January 1, 1976 level.‘ In:
those systems where the Comm;ss:on has gcne the furthest to-create a
"lifeline™ differential by the end of 1975 the subs:dy of 11fe11ne""

users by the rest of the users exlstlng at that t;me wzll berlgnored

and an entmrely addirional amount of lmfel:ne" Subsndy w;ll be generated

in these systems. The new dszerentlals will be‘ach;eved by the
mechanistic eriteria of the new law. - _ _

This "double-dlp" subszdy was not 1ntended by the Legzslature.
In orxder to avoid its occurrence, creation of furcher "leel;ne
differentials should be postponed six weeks unt1l the new-year be;ngs.

A un;form cents per therm 1ncrease would be more reasonable not only to

-2-
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aveid an overly large and unintended subsidy,_but also because the

"lifeline" quantity for each locality is unknown. ‘As;of.OCtobér 7, 1975,
the Comnission is proceeding on its Oxder of Investigation.(Case‘No._9988?
for the purpose of obta;nzng the data from,which it may make . af"

determlnatzon of '1ife11ne“ quantities.

San Prancisco, California
November 25, 1975
Comm;sszo er




