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~ FINAL OPINION |
Interim Decision (D.)83-12;069”issued December .22, 1983 in
this proceeding adjusted Pacific Gas and Electrie Company's (PG&E) |
gas rates under its Gas Adjusthent Clause (GAC)-procedures- ‘At‘issug
in the initial phase of this‘pboceediﬁg“were‘the-appropqiate levels
of gas rates for industrial and boiler,fuelHCustOmers5héb;ggqxhe.
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..

ability to burn No. 2 and No. 6 fuel oil s en elternative fuel to .
natural gas- Of particular concern to the Commiaaion is the poaaible
loss of contridutions to margin which would result from the election
of large industrial and boiler fuel customers . switching from naturalf"
ges” "%0 fuel oil when their cost for fuel 0il is less . than their €ost
of natural gas. : : : DL -

E Comprehensive evidence on the cost of No. 2 and No.,o fuel-‘
0il and the possibility of fuel switching was introduced in the
initiel phase of this proceeding as were alternative rate proposals
designed to ameliorate the fuel switching problem. !

D.83-12-069. was issued concurrently with D.83~12-068 4in
PGEE's general rate proceeding. The rate design guidelines adopted
in D.83-12-068 were implemented in D. 83-12-069. '

Interinm D. 83-12-069 adopted a two-tiered G-SO rate achedule]
applicable to- industrial customers and concurrently canceled the
former G-52 schedule. Although several proposals were nade which
. wot.ld revise the experimental G-58 achedule, no- au‘ostantive changea |

were adopted in that schedule.! The deciﬂion (at mimeo. page 33)
stated as follows:

"We believe there are a2t least four viable
alternatives which were not fully explored in ‘
this proceeding to the present G-58 schedule for
large customers who do not have the capability of
burning No. 6 fuel oil.

"1. Open Schedule G-58 asg proposed by staff.

"2. Open Schedule G-58 and change the minimum
- takes or create one Or more additional tiers
or some combination of‘these.' .

1 The G-58 rate schedule is an experimental schedule applicable to

large industrial customers having the capability to use No. 6 fuel

oil as an alternative fuel. Customers on this schedule .must use

200,000 therms or more of gas monthly. Such customers are subject to
' curtailment before P=5 customers. |
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"3. Create a new schedule for large volume users
who do not have the capability of burning
Yo. 6 fuel oil.

4. grggte an additional %ier for Schedule

"We are concerned that the record before us does
not provide sufficient deta to analyze the extent
of the possible revenue shifts associated with
the adoption of any of the above alternatives.

We wish to explore this issue now, rather than
deferring it to PG&E's August GAC proceeding.
Therefore we will set hearings within the next
month or s0 to undertake this review."

Pursuant to the above, further hearings were held before
Commissioner Vial and Administrative Law.Judge Mellory in San
Francisco on January 30 and 31, and February 1, 1984, and the,matter\
was submitted following oral argument. '

Evidence was presented in the further hearing on behalf of
PG&E; the Commission staff: U.S. Borex and Chenmical Compeny (U. S-n«
Borax); Holly Sugar Company (Eolly); University of California. (Uc),
Owens-Illinois (Glass Container Division); Southern California Edison
Company (Edison); California League of Food Processors (Food
Processors); and California Manufscturers Associ ation (CMA).

New GAC Applicatidn - S

On March 2, 1984, PGEE filed its A.84-03-07, its current
GAC proceeding. That application addresses some of the- issues raised
in this proceeding and includes a report on its Schedule G-Ss
operations. Xearings in A. 84-03—07 are scheduled to commence
April 9, 1984. : '

| The changes in rates for Priority (P) 4 and 5 customers
adopted here will be reviewed, %to the extent possibley in the new GAC
proceeding. As indicated, certain issues raised here 2lso will be
deferred to that proceeding.
PGLE - Proposals. _ o - S

PG&E sponsered two witnesses. The £irst was its policy.
witness who stated in general terms PG&E policy considerations with
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respect to rates for P-4 and P~5 customers. The second witness
presented PG&E'Ss specific rate proposals. As part of ite
presentation PG&E also introduced into evidence, for informational
purposes, four advice letter leangsz which are now erfective.
Those pertinent will be discussed.

PGE&E's Evidence :

PG&LE presented two witnesses. Stephen P. Reynolds, the
manager of its Rate Department ‘testified on policy iesues. William
Pairchild, the director of Rate Anslyses in the Rate Department
presented and supported the sPecific rate proposals of PG&E.

Mr. Reynoldb testimony is summarized in the following
statements: PGEE has access to large volumes of gas which, at
margin, can be s0ld to benefit all ratepayers. This is a rather
unprecedented situation, given the status of the gas distribution
system over the past ten years. The counterpoint to.thishahort-term |
abundant supply situation is the existence of certain rate deeigns ,
for high volume low priority customers which tend to discourage gas
usage by & number of these cuetomers. PG&E proposes: to reaolve this
situation by advancing specific rate design propoeala that would
allow low priority gas customers to continue to economically use ges,
to the net benefit of all gas customers. PCEE maintains that |
maintaining competitive gas rates in industrial markets furthers.
economic goals recognized in past p*oceedings, such &8s in D 83-06-04,

2 fhese £ilings are as follows: Advice Letter 1251-G to increase

the G-58 rate from 46¢/therm per index (£xbibit 25); Advice Letter -
1255=-G to allow G~58 customers to receive service under Schedule §-50
Bring periods of economic curteilment (Exhidit 36); Advice Letter
1258=G to revise the G-58 deposit charge calculation to reflect the
elimination of Schedule G-52 (Exhibit 37); Advice Letter 1249-G to
establish an indexing mechanism for Schedule =50 to Track changes in

. the average wholesale prices of No. 2 fuel oil (Exhi'bit 38) |
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in which the experimentalrG-Ss'schedulﬁ waes inifia’ly estoblished o
address the fuel vwitching issue. The purpose of PG&E's testimony in
this proceeding is %o offer an immediate response to the’ concerns o*
industrial customers while maintaining the goals of PG&E S Tate
dewxgn policy. According to the witness, seversl lndu trial gas
ustomers have chosen to switeh to alternate fuels because the price
o‘ a2lternate fuels is more economical than the availnble gaﬂ rates. }
In the initial phase of this proceedzng nany potential fuel-x
switching custoners testified that they could not meet the
elzgibzlity requirement of the G-58 schedule.. Ezther thny did not
meet the No. 6 exclusive alternative fuel ozl capability requirement |
or they did not meet the minimum usage requirﬂment. Accordzng~to the
witness, many such customers claim they have two alt ernative (1) ‘
to switch from PGEE uupplied ges to an alternate fuel, or (2) to i
procepd with the construction of the facilztleu capable of burning
No. 6 fuel o0il s0 that they night odbtain gae at the. Schcdule G~58
: . rate. The witnes 'suated that PG&E's two rate proposals are desie;ned
to provide flexibility in PG&E's gas rates, %o diucourage fuel
switching and %o cncou“age cus*omer° who have swztched to oil to o B
return to PG&E's system. PG&E's propo¢a are also deszgned to '
retain the 1ndustr1al customers' conuributmon +0 margln, without
1ncreau1ng that contributzon. o
Under cros¢-exam1natlon, Mr. Reynolds teotifled tha* he
believed that recent Platt'e Qilpram prices for high-sulphur No-;6
fuel oil, %o Qh;ch the G-58 rate is indexed, are moving in a. ' v//_
Cirection different than indicated by spec:fic spot market prices
vaid by PG&E's larpe 1ndu°trial customers. In its closing argument
PG&E repeated this theme in arguing that the Commiesion should delay
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action on PG&E's previously submitted Advice Letter 1251-G until the

next GAC proceeding3 : ‘ .
PG&E's proposals, as presented by Mr. Reyndids,‘are (1) %0
expand the present two-tier Schedule G-50 rate‘to_thfee tiers With‘ |
the third-tier rate equal to the G-58 rate for use in excess 0f 1.6
million therms per month, and”(z) to eliminate the 6-58 minimum
qualifying load requirement of 2,400,000 therms per year or 200,000

therns per month for three months. PG&E's witnesses, in response to .

vestimony of other parties, also agreed_to,vary‘the-initial,staéting

dates of coﬁtracts for G-58 service %o satisfy‘fhefneeds,of seagonal

customers. This would be accomplished on an individual basis, as
seasonal customers' needs vary from year to year and between =
customers. S :

7 as noted eaorlier, Advice Letter 1251~-G was incorporatedfinto this
record for informational purposes. The advice letter was. approved by
Commission Resolution G-2577 on February 16, 1¢84. A% that time the

Commission formally noted PG&E's request for a2 delay in implementing
its previously filed advice letter request for an indexed increase in

the G=-58 rate. The Commission also acknowledged the positions of CMA
(supporting PG&E's request) and Toward Utility Rate Normalization
(IURN) (opposing PG&E's request). Eowever, the Commission stated
that, in the absence of timely Petitions for Rehearing of D.83-12~-069
(the decision which had clarified the reference point of the initial-

G-58 rate for indexing purposes), it was required by P.U..Code § 1708

Eo.give effect to D.83-12-069 and raise the G-58 rate from 46¢/thern
o

7.483¢/therm, in accordance with the index. Nonetheless, in :
recognition of the legitimate concerns expressed on thiz issue, the.
Commission placed the. parties’ on notice that the upcoming hearings in

A.84-03-07 are an appropriate forum for addressing;the!merits.or’the

current Schedule G-58 indexing mechanism. : . e

'V/:-
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PC&ZE proposes that the thirdetier ratc wou]d no* apply to
Edison's Cool Water Units 3 and 4 (which durn No. 2 fucl oil) ‘
because: (1) Edison is not adle to convert those unltu to No. & fuel
0il, (2) PG&E does not expect Cool Water sales to increas e at the
lower rztes, and (3) in the initial phase of this proceeding, Ediﬂon
testified +that vhe G~50 rate then in effect was "competxtive.

PG&E's . procova for a three~tiered G-SO‘cchedule wonld
continue to index the first and second tiers to changes in, No 2
dletlllatn fuel 0il, with the third tier equal %o, the: G-58 rate
(which is indexed to No. 6 fuel oil prices). The third tior would
.apcly £0 monthly sales under the G—SO cchedule‘ln-cxce e of 1, 600 000"
therms, and would be open to all customers hav;ng alternative fuel v?
capability. Asserfcdly the lower third-tier rate would. discourage
PG&E's large industrial gas customers from switehing to. fuel oil and
would prov;de an incentive for 1arg@ customers (@uch 23 U. S Borax) '
who curren*ly burn fuel 0il or. other sources of enen | uc switch to
£as, without °acr1f1c1n@ PC&E's margin contrmbut*on f*cm znduutrial
sales | : , S ,

Witk the removal of the minimum Schcdule G-58 qualifyﬂng v

load requirements, PG&E an*zcmpatcs that some of its lost industrial
gas load may be regained and posszbly some new custome-s would be
atiracted to PGEE's gas system. In partlcular, vome of” its: canceled
Schedule G-52 cusiomers now oerved under Schedule G—SO who would
mee the new 6-58 eligzbillty requi*emen* would elect to take °ervice
under Schedule G-58. o ' S

Mr. Paerhlld te*tzfied at lengih concnrn ng the rate :
‘design objectives and revenue impacts o2 PG&?'o rate proposals.
According to the wztnes&, the net contridution to margin under PG&E*'s
G~50 proposals would increase by $4,916,400 annually (Exhibdit 5%).
The witness selected a third=-tier minimum monthly quantity of-
1,600,000 therme in order %o maximize contrlbutlons to. margin, ybt
achzeve other purposea described above. .
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In response to questions raised by Uc,in'thé,initial_phase
of this hearing, Advice Letter 1255-G was approved; this advice
letter revised special condition 4 of Schedule G=58-to provide that
during periods of economic curtailment (when the utility determines
it is unécononic to provide service under the schedule), the customer
has the option 0f continuing to receive service under Schedule G-SO. a

By approval of Advice Letter 1258;G the method of
calculating the deposit charge for service under Schedule G—SB was
changed. The change in the method for calculating the deposit Charge
was necessitated by cancellation of Schedule G-52. The‘newwdeposit,
charge is related to Schedule G—SO. o o
Staff Proposals :

The staff witness, Senior Engineer Joseph Fowler; of the
Rate Design Branch of our Utilities Division, proposed changes in the
6-50 schedule to 2dd a third-tier rete of 49.041¢ per therm,.
applicable to monthly usage over 750,000 therms. The staff would
index the first tier t¢ the September 1, 1983 Platt's 0ilgram 80¢ per
gallon price of No. 2 fuel oil, the second tier would would be
maintained at a level 3¢/therm below the first tier (present method
of setting tier one and two rates), and the third tier vould-be
maintained at a level 5¢/therm less than the second-tier rate. When
the G-58 rate was 46¢/the§m, the staff proposed th‘rd—tiér rate was
¢ greater than the G-58 rate. ‘The third-tier rate would apply to
Edison's Cool Water Plant % and 4 usage. . \

The staff witness selected a lower volume than PG&E for the
third tier because it would include more poteatizal customers than
PGXE's proposals (36 versus 24 customers, besed on 1983 use). The
staff witness estimated that the net annmual contribution %o margin

under the staff proposal in Exhibit %0 would be $1,470 500 (Exhibit
51)
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The staff's Exhibdit 39 states that it'waQ”Calied to thei |
staff's atvention by a Texas distridutor of compres ssed natural gas

~that potential customers under Schedule G-58 were told vy PG&E that

natural gas from sources other thon PC&E would be considered as an
alternate fuel in 1nte"p eting the G-58 excluszve alternate fuel
clause. Thus, use of compressed natural gas. by the potential G—58
customer would exclude the customer from G-58 because under Pu&E s |
interpretation the cuvtomer s exclusive altnrnate fuel wag not No. 6
fuel oil.- rnhe staff poxnted out. that "alternate fuel*" are. de*ined
as nongaseous fuels in D.85139 in Case 9884. The utaff asked that
PG&E change its xnterpretatzon o permit cuotomers using natural gas'
obtained from non~PG&E sources for a portxon of thexr gas use ‘to"
quallfy for service under. Schedule G-58.

Staff also stated that the minor use of *uel° other than
No. b fuel oil durmng a changeOVhr from. burning natural ga° TR
burning No. 6 fuel oil should not disqualify the cus tomer for G-58 .
service. Staff proposes that the special conditions of Schedule G—58\'
be amended to permit‘uuch sho"t term use of other fuel '
Bvidence of Interested Parties '

?v~dence presonted by 1ntere@ted parties is discussed
below.

U.S. Borax\ ,

U.S. Borax presented testimony in support of amending |
Schedule G-58 so that it would be available to customers who can
(1) show 2 reasonable probability of obéaining'authority'to‘conﬂt*uc*
alternative fuel facilities that would bdburn No. 6 fuel oil, $2) ghow
such conversion is to their economic advant tage in view of the gav'
rates currently available %o customers who use No. 2 or No. & oil ag
alternate fuel, (3) show the economic capability of making such
conversion, and (4) attest to their intent to make such conversiOn.

Tn the initial phase of this procpeding U S. Borax 3howed
that it would meet all of the above eriteria, as it now burns No.‘
fuel 0il, it would burn No. 6 *ue* 0il upon completion of
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nodification of facilities planned dut not'constructed and it has
demonstrated its intent to construct No. 6 fuel oil facilities at a
cost of approximately $5 million. | |
U.S. Borax also presented evidence showing possible revenue“
shifts under three separate rate scenarios under which the G-58 .
schedule would be opened to large customers which have the capebility -
of burning No. 2 oil as an alternate fuel. Under each scenario‘thé‘
possible adverse revenue shifts would be pertially or wholly orrset
by substantial contridbutions to margin with the assumed return: to
PG&E's system of former gas customers, such as U. S. Borax.. ;
U.S. Borax stated that if it is forced to acquire No. 6 .
fuel facilities and No. 6 fuel oil spot-market prices continue to be
below natural gas prices, it (and possidly other customers similarly
situated) will burn No. 6 fuel oil instead of gas. TU.S. Borax asks o
that it be accorded a rate on the same level as the then current
Schedule G-58 rate of 46¢/therm in order to-return it to PG&E'
system.

.

Holly presented evidence ehowing that although it burns
No. 6 fuel oil and is eligible for service under Schedule G-Ss
problems with that schedule discourage it from using natural g88. |
Because of such problems Eolly is not- currently buying gae Irom PG&E

The evidence shows that the sugar beet industny is energy
intensive, as energy. comprises almost 408 of production costs. At
its three California plants, Holly burns No. 6 fuel oil. It would -
burn natural gae if natural gas pricea were conpet 1tive with fuel oil
prices. Holly discontinued gas use at its Tracy and Hamilton City
plants because it could: buy cheaper ¢il. The gas—equivalent
delivered price of No. 6 fuel oil at its Tracy plant was' |
43. 33¢/therm, and at its Eamilton City plant was 46. 83¢/therm.
Hamilton City'oil was purchased at 46. 83¢/therm, and gas at
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46. O¢/therm was rejected, becauvuse of the s0-called ”take or pay
provisions of Schedule G-58 which Holly contende required it to opt
10 use gas at the beginning of year, before its actual operations f
commence. This early Optzon essentially prevents Holly from

comparing 04l and gas prices at. the time the fuel actually would be
burned. 4 : ,

Owene-Illinoia ‘

Owens Illinois operatee glass container manufacturing
lants in Tracy and Oskland. The cost of energy repreeents
approx;mately 15¢ of manufacturing costs. PGXE Tecelves about $20
m*llion‘annually from Owen-Illinois. It burns approximately one
nillion therms monthly at both its northern California plants. _
Because of competition from container manufacturers located in other
states and foreign countries, Owena-Illinois mugt lower energy and
other costs at its California facilities. Owens=I1linois burns No_vz,.
fuel oil. , SR

It seeks lower'gas rates. In order %o achieve this: goal”it'
is in the process of installing No. 6 fuel oil capability. When the
facilities necessary to durn No. 6 fuel oil are completed 0wens-
Illinois will durn No. 6 fuel oil rather than natural gae unleea gas
is cheaper than oil. The witness for Owens-Illinoia indicated that
Yo. 6 fuel 0il could de delivered to its plants at a cost oI
41 /therm. ' Do

4 2o meet this objection te G=58 provisions by Holly and other ,
‘ food processors, PGEE proposed to vary the contract-period starting
. . date to fit the needs of individual cutomers.

- 11 -
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Kaiser Cement

Kaiser Cement operates a manufacturing plant at Permanente. -'J‘,

It's primary fuel is coal. Approximately 10% of. its fuel use 1is |
netural gas. Its gas use is adbout 180,000 to 500,000 decatherms per
year. Gas is a supplement and alternate to coal. As a supplement, it
is used to0 "trim out" temporary aberrations or sfoppagee in thé plant
coal supply system. Gas iz also used as pilot/start-up flame in
restarting kilns shut down for over one-half hour.

Under PG&E's present gas rate design, Kaiser Cement has an
economic incentive to install No. 6 fuel oil capabilities to shift
from gas to oil to supplement coal. Kaiser believes the approximately
$1 million investment would be an inefficient investment. Xaiser
Cement can now purchase No. 6 fuel oil az 42¢/thern. - Kaiser cement
would discontinue most of its natural gas use unless it becomes
eligible for the G-58 rate without actually 1nstalling No. 6 fuel oil .
capabzlity. Should the fuel oil capability actually be installed the

G-SB rate would have to be lower than the fuel odl cost to retain |
Kaiser on PG&E's systen. ‘ -

Pood Processors .

Food Processors supplemented its testimony presented 1n the'
initial phase of this proceeding by presenting three proposals’
amending Schedule ¢-58: (1) eliminate the minimum use requirement,
(2) eliminate the alternate fuel restriction, and (3) oliminaxeftﬁe'
minimum bill provision. The witness testified‘that'*ood processors
not now capable of burning.No. 6 fuel o0il would need to. apend $8-10
nillion on No. 6 fuel oil facilities in order ‘%o qualify for the G—SB
rate unless his proposals are adopted. The witness 2180 tesxified
that neither the PGEE or staff rate proposals would benerit food.
processors because food processors 1arge enough to reach the third
tier in either proposal already have No. 6 fuel oil capability. j
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CMA

CMA’"'witne presented several rate alternate As these
were preuented late in the hea*ln@, and as the changeu in ?
contributions to margin of the propos als were not presented, thoee
proposals are difficult to analyze. The witness indicated that many ‘
industrial customers are willing to pay some premium for natural gao ‘
over fuel 0il. The record contains'confllcfmng evidence on this
point.  The CMA proposals adopt, in part,’ proposals nade by Bdison,

' U.S. Borax, PG&E, and the staff. | L

| Edizon | | |

Units 1 and 2 of Edison's Cool Vater plant have’No; 6 fuel
0il capability and are served under PG&E's Schedulo'G-57;_ The G—S7“
rate is equ*valent £0. . the G-SS ratc applicable to gas burned by PG&E
to generate electricity. This rate is currently 53. 948¢/therm. Unit**f
3 and 4 are combined cycle unite*of about 250 MW each and use No. 2.
fuel oil as an alternate fuel. They are served under Schedule G-50.

‘ - The w;tncse for Bdis on supported PG&E '3 propoual to , :
ellmxnate the mlnlmum purchase requmrement from 1ts ochedule G-Ss. He -
asked that fuel oil vzscos;ty specifications in the schedule be
deleted and that PG&E be authorized to suspend the deposit and/or
minimun ‘charge’ provision of Schedﬁle G-58 on = cuetomer—speci’ic
basis. _Ediuon could buy gas for ltu Cool Water Unzts 1 and 2 under
Schedule G-58, if Edison's proposed Schedule G-58 amendments are
adopted.. ' ; S 1

Edison oppoeed'PG&E s‘prepoual‘to oliﬁ'nate‘Ed’ on'e'Cool
Water Units 3 and 4 from its propoeed third-tier Schedule G=50
rates. Edison's witness tified tha*t while the preeent G=50- ra*e
is competitive with Edzeon 8 distillate fuel'oil on site, it iulnot‘ Vv
compet tive with Edzeon s true economic a’ternat;ve, namely the
purchase of gas from Southern California Gas Company (SoCal Gaeo for
uge at its other generating stations in the Los Angeleo Baszn. A°

. Long as PG&E's G-SO rate exceed SoCal Gas' GN-5 rate, Edison s

present alternative is to use its Units 3 and 4 only when ope*ating
. conditions warran‘t. : _ ! :
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According to the witness, for local sequencing purposes,
all Cool Water units compete economically with all other Fdison units
as well as with purchased power. Cool Water Units 3 and 4 are

similar in size and operating characteristics to-Edieon's.Long,Beach
combined ‘cycle units. If fuel costs to Units'S and 4 were the same
as fuel costs to the Long Beach units, utilizetion of Unita 3 and 4
would be similar to utilization of the Iong Beach units. In 1982,
before the estadblishment of the lower SoCal Gas GN=5 schedule, the .

tmlizatxon of the plants were essentially the same. After the lower
GN-5 rate was. establ;shed, gas use at Units 5 and 4 dropped to about
half of the Long Beach units. :

According to the witness, the foregoing illustrates that
gas furnished under SoCal Gas' Schedule GN-5 is the true alternate
fuel (rather than oil) at Units'3 and 4. (In D. 83-1°-069 we
recognized that gas_furnished under SoCal Gas’ GN=5 rate was in
essence the alternate fuel for Units 1 and 2; however, in that
proceeding we declined to adopt a proposal to conform the G-S? rate
to0 the current GN-S5 rate.) The witness estimated that in- 1983 'PG&E
lost sales of approximately 30 million therms because its G—SO rate
was higher than SoCal Gas' GN-5. rate. The witness acknowledged that
no more gas would be purchased by Edison in the. aggregate-'lower G-SO'
rates would transfer gas sales from SoCal Gas to PG&E. The witness
contended that such transfer would be economic because FPGEE's
average cost of gas is less than that of SoCal Gas.

Discussion .

It is clear from the evidence that changes in the gas rates
for industrial customers; are needed to retain or encourage the return
of large industriel customere to PGE&E's system. PG&E and our etafr
propose to meet this need by propooals t0 revise the G=50 rate
schedule and to change the rules governing Schedule G-58. Proposala
of other parties seek. the seme oObjective as the PG&E and'staff

proposals, that is, to encourage large industrial users to burn ges
instead of oil. \ : |
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Due to the unsettled nature of underlying events; we have :
declined to formulate a definitive Commission policy to be applied {'
across the board in responding to the fuel switching issue. " Instead,
it is our preference 1o address the issue on a case-by-case basis, ini
order totailor specific remedies to specified needs. Nonetheless,
in our view it would be very shortsighted to lower gas prices just to
achieve more gas consuuption. The approach we have taken in this T
proceeding recognizes the importance of continuing %o adhere to -
statewide conservation goals, tempering the goal of. marketing more
ges with the goal of meximizing contridution to the margin, to the
net benefit of all customers. Our analysis of the: various proposals
in this record leads us to believe that PG&E's proposals (supported
by TURN), which seek to meximize this margin contribution by ‘
selective targeting, best achieve the balance we seek.v '

G-50 Schedule

Ve will adopt PG&E's Scheduie 6-50 rate proposals for the
purposes of this proceeding. PG&E's proposel will provide a lower
third-tier rate than the staff proposal, thus encouraging the inrgest
industrial customers to continue on or to return to PG&E's gas
system. PG&E' s proposed third-tier rate would be indexed to the cost
of No. 6 fuel oil, which sppears more properly related %o the true
alternate fuel of industrial customers than No. 2 fuel oil the
8taff's third-tier rate would bear a fixed relationship to its Lirst-
tier rate which is indexed to No. 2 fuel oil. '

A tabdle comparing the adopted PG&E Proposal (Exhibit 53)
with the Staff Proposal (Exhibvit 51) follows- '




Sales Profile:
32, 000 000 thernms
- total

Cost of Gas
: $_. 35883/th

Sales Revenue

Margin Contribution:
Sales Revenue
less cost of gas

Total Contnbutlon
to margin

Revernre decrease due
to Tier 3 sales:

- Net Contribution
- to Margin

- Table

Adopted PGSE Proposal

First 100,000 th/mo
Next 1,500,000 th/io
Excess - th/mo

1,200,000
18,000,000
12,800,000

32,000,000

32,000,000 x $,35883 =

1,200,000 x $ 57105/th $
18.000 000 x ,54105/th
12,800,000 x  .47483/th =

$11,482,600

685,300

9,738,900

__6,077,800

$16,502,000

$16,502,000

-11,482,600

$ 5,019,400

-103,000 (If US Borax does not return

to system) (E}:h 53)
S 4,916,400 '

Staff Progdsal _

First 100,000 th/ro
Next 750,000 th/mo
Excess . _th/mo

32,000,000 x $.35883

1,200,000 x $,57041 = $
7,800,000 x 54041
23,000,000 X .49041

1,200,000
7,800,000

23,000,000
32,000,000

» 3L/0T¢ . 8E-80-€8°Y

$11,482,600°

684,500
4,215,200
11,279,400

$16,179,100

$16,179,100

-11,482,600

$ 4,696,500

‘ to system). (Exh 50)
$ 1,470,500

3,226,000 (If US Borax does not return
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Also, an important factor is that, while both the PG&E and
staflf proposals would provide an increase in the contribdution 1)
margin, the greater contridution results under PG&E' propos al.‘

TURN and U.S. Borax support PGEE's propoeal CMA supports
the concepts under which PC&E's and the staff propoee s are made.

The only opposition %o PG&E's proposal is from Edis on, which would be
excluded from eligibility for the third-tier G-SO rate for °ervice at
Edison's Cool Water Plant, Units 3 and 4. PG&E prceented tvo reasons
for such exclusion PG&E a*gued that Edison cannot convert from No- -
2 fuel 0il to No. 6 fuel at Units 3 and 4, bYecause the combined cycle{;
plants are: deeigned for use of No. 2 fuel oil (o, natural ga )-
Therefore, Edigon cannot raise the threat of convcrsion to,- and use
of, No. 6 fuel o0il to the excluszon of natural gas.. Also, the firvt-
tier Schedule G~50 rate is indexed to No. 2 fuel oil. Secondly, PG&E*
argued that Edison ‘has not shown that it would use more gas Lrom any
source, or in the aggregate, if it is made eligzble for the third-‘ﬂ 7
tier G=50 rate. SR

Bdison argued that it ohould be ellglble ©0 use the third-
tier G-50 rate because (1) its true alternate fuel at its Cool Water
Units 3 and 4 is SoCal Gas' GN-5 rate, not No. 2 or No. 6 fuel ofl,
and (2) exclusion of Bdison from the third-tier rate would rceult in'
a lovs of sales by PG&E of aporoximately 30 mllllon thermo annually._'
Edzoon S testimony showed that Jhen SoCal Gas. lowe*ed its GN-S rate,”
Edizon used its combined cyele plant at Long. Zeach in Yieu of its .
Cool Water Units % and 4, and that such use res sulted in ar annual
decrease in gas sales by PC&E of approximately 30 million therm°

Our staff argued that Edioon, as a P-3% customer at itﬂ Cool
Water Units 3 and 4, is now ellgzble for service undcr ochedule G-EO'

- therefore, it should no* be exc*uded *row any portlon of that
schedule. : o .

We have care*ully considered Edison's position; ”w‘ |
conclude that Edison's el;gmbillty to use thertnmrd-tier G-SO at’ its
Cool Water Units 3 and 4 wou’d decrease that echedulc s overall

. contnbution to margin, assuning a8 PG&LE asser'cs, that gas sales to

- 17 -
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Edis on 2% Cool Water are unlikely to increase even if‘Edisén is7
allowed access to the third tier. Increased gas sales at Cool Vat cr,
if they did occur, would displace purchases el°ewhere from SoCal Gau :
under i%s GN-5 rate. Edison presented no convincing showing of a net
economic benefit from shm*txng power plant gas aleu fron SoCal Ga«
10 PGE&E. Absent such a showing, Edison's. roqucut for ellg;bility
should not be approved at this time. PGE&E's proposal, as
specifically set forth in Exhibit 46, as modificd by Resolu*ion
G—2577 will be adopted in full for the purpooes of 'thig proceedxng.

The revised Sehedule G-50 rateg‘adoptnd hore ar# interim in
the sense that rate design issues for all classes of customere will
again be considered in PG&E'S recently filed GAC and further change~'
in rates for industrial customers may be adopted thﬂre. ,

Schedule §-58 | ~ o

PG&E proposes the eliminavion of the minimum_qualifyingf
iload requirement of Schedule G-58. This chdhge should be adopted':

. because it w:.ll elmznate 2 complicating factor in chooeing whethe"
t0 elect servico under that schedule, and thus will encourage more
nartlcipatzon by potenvzal users; and it will streanline the G=58
governing rules. :

PG&E propooes to vary. the sta*ting date of the initial
¢contract per;od to bring that date closer to the actual starting date
of service under Schedule G-58 by seasonal u°er s, quh au food
processors. This: propo¢al vhould be adopted as seasonal customere
can better compare 0il and gas prices clos er %o uhe time when their
actual service commences | oy |
| Qur staff proposes that the "alternate fue’" be defined as
"non-gageous" fuels, so that customers using natural gas. from other
than PG&E sources for a portzon of their gas us age would not be
excluded from Schedule G-58. This proposal ig: con°istent with 2’
prior decision and should be adopted. : L

- Our °taff also requeets that “he minor use of fuele other
than No. 6 fuel o;l during the changeover fron burnmng natural ga° to
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burning No. 6 fuel oil not disqualify customers for G-58 sefvice.“ E
Such very limited use of other fuels in the circumstances described
would not violate the spirit or concept of the G-58 schedule and
°hould be permitted under the governing rules. _
We will not adopt proposals of intervenors to eliminatc the
alternate fuel requzrement from Schodulo G=58, or to’ ‘eliminate the.
minimum bill requiremont. In view of the adoptlon of PG&E's tbree- ‘
tier G=50 schedule, elinmination of the alternate fuel requi*emen*-
from Schedule G-58 may not be necessary to return some large
customero 10 PG&E's syotem and to discourage othero from ﬁeaving.«
Moreove*, such elimination of that requirenent. would not increaee “the
contribution %o margin. In view of the ellmmnation of the mznimum
qualifying load roquzremenu, we do not helieve that the min:mum blll
requirement is an. impediment 0 particlpotzon in Sohedule G-58 by
seaeonal customers. . o a" x
Edison- acked tha* the No 6 fuel oil viucoeity provi ions o
in Schedule G-Se be elmminated ©o permit Edison to use a fuel o1l mix
of a different viecoszty PG&E opposed that proposa*, contending
that wzthou* the vmscoszty requirement the alternate *uel provieion
is meanlngleuu. We agree with PG&E and wzll not adopt Edieon s
propooal. ‘ , i
PG&E raised the issue at he close of the hearing whether
the G-58 rate’ of 46¢/therm should be raised under the indexing
provn.sa.one of thet schedule to 47.487 ¢/therm.  Ag dis cussed, supra,
the advice letter ramozng the rate under the indexing methodology waﬂ
subsequently approved by tni" Commis¢1on. We expect that additiona’
evidence concerning the proper method of indexing the G-SS rate will
e’ 1ntroduoed in the fortheoming GAC proceed:ng Proposals presented
but not discussed or adopted here also may be *eintroduced in that
GAC proceediog. ‘ -
Petitions for Modification of D. 83-12-069
On Januvary 18, 1984 TURN £iled ltu petztmon for
modificatmon, and on February 8, 1984, General Motors Corporation
. (General Motors) filed its petition for modification o‘f D.83-12-069.

- 19 -
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PR

Step 5 = Guidelines

Both petitions alleged that the Commission Iailed to carry
forward into D.83-12-069 a portion of the rate deeign guidelinee
established in D. 83-12-068 (PG&E's general rate proceeding). TURN
and General Motors point out that Step 5 of the guidelines dealing
with setting G-2 rates for commercial customere is different in the
two decisions.

- D.83-12-068.

"Increase the average G—1 and G-2 rates by equal.
percentage until G-2 equals the G-50 rate plus 5%
and which with G-1 equals the revenue
requirement."

D.8%-12=069"

"Increase the average G-1 and G-2 by equal
cents/therm until the revenue requirement is
reached."”

TURN asks_that we modify both decisions to conform what it‘
asserts was actually done in D.83-12-069, that is:

"Increase or decrease the average G—1 and G-2
rates by equal percentage until the revenue:
requirement is reached."”

General Motors asks that we revise the G-2 rate adopted in
D. 83-12-069 to conform to the guideline in Step 5 of D.83-12-068. :
General Motors points out that the G-50 rate schedule: was revised to:
a two—tier schedule in D.83-12=069; therefore, General Motors statee'
that we should determine the maximum under Step 5 0f D. 83- 12-068" by
averaging the first and second-tier G-50 rates. General Motore
asserts that under the formula advocated by it, the G—Z rate would be
‘approximately 15% below the G-~2 rate adopted in D. 83-12-069. o

In reviewing these Petitions for Modificatien-and the‘
events that transpired during the December decision making procese,
it is clear that inadvertent textual errors in both D. 83-12-068 and |
D.83-12-069 have caused significant confusion and uncertainty about
the appropriate calculation of the G-2 rate, and that this 31tuation
pust be rectified. Our intention was (and ig) that the 1anguage 1n

pF

- 20 -
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. both decieions track the guideline Step 5 actually effectuated in N
rates pursuant to D.83-12-069, i.e.:

"Step 5. Increase (or decrease) the average G—1
and G-2 rates by equal percentages until the
revenue requirement is reached."

" The order we issue today will modify D.83-12-069 to reflect.
this correction. Since the correction has.no impaet on the rates |
actually put into effect as a result of D. 83-12=069, it will result
in no change in rates at this time. This resolution of ‘the iseue

(1) {mplicitly rejects General Motors' request that we adopt the
textual language from D. 83—12-068 and (2) comports with" the relief
requested in Section I of TURN '8 Petition for Modification. '

We have not yet completed review of the varioue Petitions |
for Modification and/or Rehearing filed in the PCEE general rate caae]
proceeding (D. 83-12-068). Eowever, in our Tesponse to the peti*iona
rending in that proceeding, we will make appropriate corrections to
conforn D.83-12-068 %o the modification made herein. o

G=50 Rate Index' - _ o L?/“

TORN asked that the Commission review the alternate fael
cost indexing provision for the G-50 rate schedule, as it appeared an
inappropriate indexing procedure was established in D.83-12-069.

~ TURN's petition noted that the record developed in'the
hearings culminating in D.83-12-069 supported a ¢=50. 4ndex tied %o
changes in the price of No. 2 distillate fuel, but that D. 83-12-069
inexplicably adopted No. 6 residual oil as the basis for the 6=50
index. In these earlier proceedings TURN and PG&E had both supported
an index tied to No. 2 distillate fuel. As a neens of clarirication,‘
on January 27, 1984, PG&E submitted Advice Tetter 1249-G:
(Exhibit 38) containing tariff revisions which incorporated an
indexing method for Schedule G-50 explicitly tied to No. 2 fuel oil.
Review of the record in this proceeding indicates thet IURN' ,
attorney understood and accepted PGLE's attenpt at clarirication

(Tr. 1095). These terifs changes became effective on January 30, o
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1984. To eliminate any remaining confusion, we will modify Finding
of Pact 10 of D.83-12-069 to delete its reference to "high Platt's
prices for San Francisco - East Bay low sulfur No. 6 fuel oi1™ and
replace this reference with the appropriate reference to No. 2 ruel
oil. - : | ‘ S S .

TURN 's Notzce of Intent to
Clainm Compensation

TURN filed its Notiee of Intent to Claim Compensation under

Rule 76.2% of the Commission 8 Rules of Practice and Procedure  on
Decenber 8, 1983,

Rule 76.23 specifies that 2 Notice of Intent must set forth
the following three items of information:

"(a) A showing that, but for the ability to
receive compensation under these rules,
participation or intervention in the
rroceeding may be a significant finsncial
hardship for such participant. . . .

e Commission has determined that the
participant has met its burden of showing
financial hardship previously in the same
calander year, participant shall meke
reference 4o that decision by number %o

satisfy this requirement. (Emphasie
added.) :

In every case, s specific budget for the
participant shall be filed showing the total
compensation which the participant believes
it may bde entitled to, the dasls for such
estimate, and the extent of financial
connitment to the participation. . . .
(Emphasis added.)

A statement of the nature and extent ot ‘
planned participation in the proceeding as .
foer as it is possible to set it out when the
Notige of Intent +0 Clainm COmpeneetion is
filed."

In D.83-05-048, issued during the 1983‘calendar year
(May 16, 1983), we found that TURN hed established its financisl
hardship, therefore by making specific reference to D. 83-05-048 in
its Notice of Intent to Claim Compensation, NURN has satisfied the
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~requirement of Rule 76.23(a). TURN submitted a budget of $7,800 in
compliance with Rule 76.23(b). In its Request for Compensation filed.
January 18, 1984 TURN seeks an award of compensation in the amount
of $8,800. g X

- Rule 76.23(c) requires that = statement of the nature and
extent of planned participation be filed with the Notice ‘of - Intent.
TURN states that it conducted extensive prehearing discovery and
attended virtually all of the hearings.

TURN has complied with the provisions of Rule 76.23(a),
(b), and (¢), and has established its eligidvility for compenaaxioh in
this proceeding. : :

PGE&E disputes whether TURN has demonstrated thax it
"substantially contributed to the adoption in whole or in part, in a
Commission order or decision, of on issue." PG&LE also argues -that
the amount requested by TURN is excessive. We will determine in a
subsequent order whether IURN has made a substantial. contribution,
and the amount of the award if any, to which TURN may be entitled.
Findingg of Fact. o

1. Interim D.83-12-069 kept open for further hearing the iseue
of appropriate levels of gas rates for PGLE's industrial customers.

2. TFurther hearings were ‘held and additional evidence was
adduced, which indicates the following.

5. TUnder present pricing policies, PG&E cannot take all the
low price gas that is available.

4. The Commission is attempting to approach the fuel awitching
issue by balancing the need to market additional gas with the need %o
maximize margin contridution, to the net benefit of all customers.

5. Some of PG&E's industrial customers bave switched or wiily
switch from natural gas to No. 2 or No. 6 fuel oil because fuel oil
is currently cheaper than gas. : : SR

6. Such fuel switching will continue unless industrial gaa
rates drop. Purther fuel switching will lose a portion or all of
industrial customers' contribution to mergin.
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7. PG&E, our staeff, and other parties nade proposals designed
to mitigate fuel swi itching and to increase the 1ndustrial customers'
contridution to nargin.

8. The proPosals of PG&E with respect to the revision of
Schedule$ G-50 and G-58 are reasonable and should be adopted.q

9. PGEE's proposals will increase the contribution to margin
of industrial gas sales. » : ‘

10. Other proposals amending Schedule G-SB approved for
adoption, as more specifically: 1nd1ca¢ed in the preceding discussion,
will be reasonable and should be adopted.

11. TFurther review of gas rates for Industrial customers will
be made in connection with A. 84-03-07.

Conclusions of Law

1. Schedules G—SO and G-58 should be revised in acco*dance
with the foregoing findings. :

2. Proposals for revision of Schedules G-50 and G—58 not
adopted herein may be renewed in A. 84-03-07.

3., TURN's Petition for Modification of D.83-12-069 (Sections I
and II) should be granted to the extent previously discussed in this
order, and General Motors' Petition for Modification of D. 83-12—069
should be denied to the extent previously discussed.

4. This proceeding should be closed.

5. As the rate changes adopted here are necessary to retain

L

industrial customers in PGEE's system, tbis order snould be effective;
today. o

FPINAL ORDER

I7 IS ORDERED that:

1. Five days after the effective date of this order, Pacific
Gas and Flectric Company is suthorized to file revised gas ta“ifr
schedules refleoting the rates and governing provisions shown in. this
decision and cancel the presently effective schedules. The revised
tariff schedules shall become effective when filed. The revised
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schedule 2pply only %o service rendered on or after thezr effective
date and shall comply with G.0. 96-A. |

2. D.83-12-069 iz modified to delete the first sentence
appearing on page 29, mimeo., which reads: "Step 5. Increase the
average G-1 and G-2 Ly equal cents/thern until the revenue
requirement is reached.” The following sentence is 1n°erted to
replace the deleted sentence: "Step 5. Increase (or decrea*e) the'
average G-1 and G=-2 rates dy equal percentages until the revenue
reguirenent is reached " ‘

3. D.83-12-069 is further modified to delete lines three
tnrough five of Finding of Faet 10 appearing on page. 36 ‘mineo.,
which reads: "the high Platt's prices for San Francmeco - Bast Bay
low sulfur No. 6 fuel o0il for the first trading day of the month in
which these rat es become effective differs from the baoe price of
$30.62 per barrel." The following phrase is 1nserted to replace the
deleted phrase: "the average of the bigh and low Platt'G pricee for
No. 2 fuel oil for the first %rading day of the month in whzch these .
rates becone e*fécti#e differs from the base price of 80. 25 o
cenfs/gallon " As modified, Finding of TFact 10 now read "10.  The
second-tier Schedule G=50 rate applicable to monthly usage above'
100,000 therme shall be set at 54. 105 cents/therm unless the average_
of the hzgh and low Platt's przceg for No. 2" fuel oil. for the f;rst
trading day of the month in which thes e rates become. effective )

di fferV from the base price of 80.25 cent@/gallon by more than 2.5%.
In that event, the second-tier 6=-50 ra%e shall equal the ratio of the
current price %o the base price, multzplmed by 54. 105 cents/therm.

The first-tier G-50 rate shall. be maintained at 2 level three
cents/therm higher than the econd-tier rate '
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. 4. This proceeding is closed.

This order is effective today.

o o .
Dated APR 4 1384 » 8% Sen Francisco, Californis.

ONAP.D M. GRIMES IR

Prosident-
VICTOR CAI.VO S
PRISCILLAC. GREW
DONALD VIAI.

Commis.,ioner.,

Comm::::zonor .L'.U iam ‘I Bagley .
‘being necocsaril ...b..cnt daid .
ot participato. .

I CERTIFY TENT.THEIS DECT Y3TON

WS APPR F”\« f‘"’ *‘rzm AJJV:.
Cu‘\:{IJS}”OuM <O f.‘ .
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BEFORE TEE PUBLIC UTILITIES COMMISSION OF THE SDATE OF CALIFORNIA -

Application of PACIFIC GAS AND

ELECTRIC COMPANY for authority. : ‘ B
10 revise its gas rates and Application 83-08-38
tariffs effective Octover 1, , (Filed August 15, 1983)
1983, under the Gas Adjustment ' R

Clause.

(For appearances see Decision 83-12-069.)

Additional Appearances,/

: d ‘
Interested Parties: Richard/K. Durant and
H. Robert Barnes, Attorn€ys at Law, for
s>outhern Califbrnianggyson Company; Luce,

Porward, Eamilton and/Seripps, by Robert G.
Steiner and Robert FL McGinnis, Attorneys at
Taw, for W. S. Borgk and Chemical Company;
Mary C. MacDonald) Attorney at Law, for

the University of California; Thomas G.
Wagner, Attorney at Law, for Transwestern
Pipeline Compamy; Henry F. Lippett, 2nd,
Attorney at Ilmaw, for California Gas
Producers AsSociation; Morrison & Foerster,
by Gary M. Rinck, Attorney at law, for
Holly Suger Company; Brobeck, Phlegar &
Barrison,/ by Gordon C. Davis, Will{am Booth,
and Richard C. EHarper, Attorneys at Law,

for California Manufacturers Association;
and William E. Swanson, for Stanford:

Universiiy. .
Commisﬁlin Staff: James A. Rood and Arocoles .
Aguilar, Attorneys at lLew. _ .

FPINAL OPINION

Interin Decision (D.)83-12-069 issued December. 22, 1983 in
this proceeding adjusted Pacific Gas and Electric Company's_(PG&E).
gas rates under its Gas Adjustment Clause (GAC) procedures. At issue
in the initial phase of this proceeding were the gp?:opriate\leve13 ‘
of gas rates for industrial and boiler\fuel_customersihaving‘tﬁe

-
v -
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in which the experimental G-58& schedule was initially estadlished to
address the fuel switching issue. The purpose of PG&E's teetimony in
this proceeding is to offer an immediste response to- the concerns of
industrial customers while maintaining the goals of PG&E' rate
design policy. According to the witness, several industrial gaa
customers have chosen to switch to alternate fuels ogcuuse the price
of slternate fuels is more economical than the available gas rates.

In the initial phase of this proceediﬁg many potential Iuel-
switching customers testified that they coul& not meet the
eligibility requirement of the G-58 sche lae. Either they did not n
meet the No. 6 exclusive alternative fliel oil cepabdbility requirement
or they did not meet the minimum_u ge requirement. According to the
witness, many such customers c¢laim they have two‘alternntives:‘-(1)‘
to switch from PG&E supplied gaoS to an alternate fuel, or (2) to
proceed with the constructioy of the facilities capable of bufning
No. 6 fuel oil so that they might obtain gas at the Schedule G-58
rate. The witness stated/that PG&E's two rate proposals are designed
to provide flexibility fn PG&E's gas rates, to discourage fuel '
switching and to enco rage customers who have switched to oid to
return to PG&E's sy em. PG&E's proposals are also designed to n
retain the industrifbl customers' contribution to margin, without
increasing that c‘ntribution. ‘

Under gross—examination, Mr. Reynolds testified that he
believed that recent Platt's Oilgram prices for high-sulphur No. 6
fuel oil, %o wﬁfch the G~58 rate is indexed, is moving in & direction
different than indicated by specific spot market prices paid by -
PG&E's large industriasl customers. In its cloaing argument, PG&E
repeated this theme in arguing that the Commiesion should delay
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action on PG&E's previously submitted Advice Letter 1251-G until the
next GAC proceeding3
PGEE's proposals, as presented dy Mr. Reynolds, are (1) to
expand the present two-tier Schedule G~50 rate to three tiers with
the third-tier rate equsl to the G-58 rate for use in excess of 1. 6
million therms per month, and (2) to eliminate the G-58 minimum
qualifying load requirement of 2, 400 000 therms per year or 200 OOO .
therms per month for three months. PG&E's witnesses, in response to
- testimony of other parties, also agrsed to vary the initial starting”
dates .of contracts for G-58 service to satis;y the needs of seasonal‘
customers. This would be- accomplished on an individual basis,
seasonal customers' needs vary from yea /1o year and between
customers. “ | | | 3 o

> as noted earlier, /Advice Letter 1251-G was incorporsted into this
record for informational purposes. The advice letter was approved dy
Comnission Resolution G=2577 on February 16, 1984. At that time the
Commission formally noted PG&E's request for a delay in implementing
its previously filed advice letter request for an indexed increase in
the G-58 rate. The Commission also acknowledged the positions of CMA
(supporting PG&E's request) and Toward Utility Rate Normalization
(TURN) (opposing PG&E's request).: Eowever, the Commission stated
that, in the absence of timely Petitions for Rehearing of D.8%-12-069
(the decision which had clarified the reference point of the initial
G-58 rate for indexing purposes), it was required by P.U. Code § 1708
give effect to D.83-12-069 and raise the G-58 rate from 46¢/therm
7.483¢/thern, in accordance with the index. Nonetheless, in

recognition of the legitimate concerns expressed on this issgue, the 
Commission placed the parties on notice that the upconing hearings in

A.84-03=07 are an appropriate forum for addressing the merits or the
. current G-SB scheduling mechanism. ‘

‘-6.-,
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PG&E proposes that the third-tier rate ‘would not apply to -

Edison's Cool Water Units % and 4 (which burn No. 2 Iuel oil)

because: (1) Edison is not able to convert those units %o No.‘6fiue1‘;

0il, (2) PG&E does not expect Cool Water sales to increase at the
lower rates, and (3) in the initial phase of this proceeding; Edison
testified that the G-50 rate then in effect was "competitive.

PG&E's proposal for. a three-tiered. G-SO schedule 'would
continue to index the first and second tie;s “to changes -in No. 2
distillate fuel oil “with the third tier equal to the G-58- rate
(which is indexed to No. 6 fuel oil pri// ). The thizd tier would

apply to monthly sales under the G- 0 schedule in excess of 1,600, OOO_

therms, and would bde open to all chstomers having alternative No. 6
fuel capability. Assertedly the/iower third=-tier rate would
discourage PG&E's large indus {2l gas customers from. switching to
fuel oil and would provide an incentive for 1arge customers (such as

U.S. Borax) who currently érn fuel oil or other sources of energy to

switck to gas, without sacrificing PG&E's margin contribution from
industrial sales. d

With. the rempval of the minimum qualifying load
requirements, PG&E anmicipates that some of its lost industrial gas.
load nay be regained/ and possibly some new customers would be )
attracted to PG&E‘s gas gystem. In particular, some’ of’ its canceled
Schedule G=52 customers, now. served under Schedule 6-50, who would

neet the new G-SB—eligibility requirement would elect to take service'

under Schedule G—S .

Mr. Fairchild testified at 1ength concerning the - rate
design objectives and revenue impacts of PG&E's rate proposals-‘
According to the witness, the net contribution to margin under: PG&E's
G-50 proposals would increase by $4,916,400 annually (Exhibitas3)
The witness selected & third-tier minimum monthly quantity of
1,600,000 therms in order. to maximize contributions to margin, yet
achieve other purposes described above.

————— " .
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The staff's Exhidit 39 states that it was called to the )
staff's attention by a Texas distridutor of compressed natursl gas
that potential customers under Schedule G-58 were told by PG&E that
naturael gas from sources other than PGEE would be ‘considered as an
alternaté fuel in interpreting the G-58 exclusive alternate fuel 1
clause. (Use of compressed natural ges by the potential G-58
customer would. exclude the customer from G~58 becauae the customer 8
exclusive alternate fuel was not No. 6 fuel oil. ) ‘The aif pointed
out that "alternate fuels™ are defined as nongaseoud fuels in D.85139"
in Case 9884. The staff asked that PG&E change/fts interpretation to
permit customers using natursl gas obtained, rom non-PG&E gources Lor
a portion of their gas use to qualify for’service under Schedule G-58.‘

Staff also stated that the mdnor use of fuela other than :
No. 6 fuel oil during a changeover fnom burning natural gae to '
burning No. 6 fuel o0il should not isqualify the customer for. G-58 |
service. Staff proposes that tie special conditions of Schedule 658
be amended %o permit such sho;t tern use of other fuels.

Evidence of Interested Parties -

Evidence presented~by'interested parties‘is;discnesed"

below. R
U.S. Borax , .
. St Borax presented testimony in support of amending
Schedule G=58 80 that/it would be available to customers who can
(1) show 2 reasonable/probability of obtaining: authority to construct
alternative fuel facilities that would burn No. 6 fuel 0il, (2) show
such conversion is to their economic advantage in view of the gas
rates currently available to customers who use No. 2. or Yo. 6 0il as
alternate fuel, (3) show the economiec capability of making such
conversion, and (4) attest %o their intent to make snch convereion.
In the initial phase of this proceeding U S.’ Borax showed
that it would meet all of the above criteria, as it now burns No. 2,”
fuel oil it would burn No« 6 fuel oil upon completion of
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CMA.

~ CMA's witness presented several rate alternates. ’Asjtheoe'l
were presented late in the hearing, and as the changes in -
contridbutions to margin of the proposals were not presented those
proposals are difficult to analyze. The witness indicaxed that many -
zndustrial customers are willing to pay some. premium for namural gaB‘\
over fuel oil. The record contains conflictﬂng/evidence on this |
point. The CMA proposals adopt, in part, pnopoaals made by Edison, .
v.s. Borax, PG&E, and the staff- k
Edison : . o
Tnits 1 and 2 of Edison 8 Cool Watenpplant have No. 6 fuel -
oil capability and are served under’ PG&E's Schedule G=57. = Tae G-S?
rate is equivalent to the G-SZ/;é%e applicable to gas burned by PG&E
to generate electricity. Thig/rate is currently 53. 948¢/therm. ‘TUnits
3 and 4 are comdined cycle uﬂits of about 250 Mw each and use No. 2
fuel oil as an alternate fdél, They are served’ under Schedule 5=50.

The witness for/ Edison supported PG&E's proposal,to |

eliminate the'mini:::}zprchase requirement from its Schedule'c;ss- He

asked that fuel oil vigcosity specifications in the schedule be .
deleted and that P be authorized to suspend the deposit and/or
minimum charge provisions of Schedule ¢-58 on a customer-specificf
basis. Edison would duy gas for its Cool water Units 1 and 2 i
Edison's proposed/Schedule G-58 amendments are adopted. :
Edison opposed PG&E's proposal to eliminate Edison's Cool
Water Units 3 and 4 from its proposed third-tier Schedule G-50
rates. Edison's witness testified that vhile the preaent'G-BO rate -
is competitive with G-50 Edison's dietillate fuel 0il:on site, it is
- not competivive with Edison's true economic alternative, namely the
purchase of gas from Southern California Gas Company (SoCal Ges) for
use at its other generating stations in the Los Angeles Basin. As
long as PG&E's 6-50 rate exceeds SoCal Gas' GN=5 ate, Edison s
present ‘alternative is to use its Unita 3 and 4 only when operating
conditions warrant.,' ' '




: Sales Profile:
- 32 000 000 therms
botal

Oost of Gas
$.35883/th

Sales Revenue

Margin Contribution:
Sales Revenue
léss oost of gas

‘I‘able '

Ad_cpted PG&E Prqaosal

Yu1: First 100,000 thiw - 1; 260 000-;; |
" T2 Next 1,500, 000 th/mo - 18 000 000
T3: Excess th/mo - 12,800 000 -

32, 000,000

32,000,000 x $. 35883 = $11 482, 600

1,200,000 x $. SIVS4Eh = § 685,300
18,000,000 X~ 54105/thc © 9,738,900 -
12,800,000 x ,47483/th : 6,07?;800 )

$16,502,000

-11,482,600

$ 5,019, 400
-103 000 (If US Borax doés not return
to ,system) {(Exh. 53) :

$ 4,916,400 Net contribution to margin

Staf f Prgpgsal

: Fiest 100,000 thAo 1,200,000
 Next 750,000 thAw - 7,800,000
Bxcess ‘th/mo - 23 ,000,000 ‘

32,000, 000

IL/0TY . SE-B0-€8°Y

- 32,000 000 x $ 35883 = $11 482 600°

11,200,000 % $.57041 = $_ _ 684, 560
7,800,000 x 54041 = - 4,215,200
3,000,000 x .49041 11,279,400

$16,179,100

$16,179,100

-11,482,600
~ § 4,696,500

-3,226,000 (If US Borax does not return .
to system (Exh. 50)

$ 15\470,500 Net contribution to margin
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Also, an important factor is that, while both the PG&E and
staff proposals would provide an increase in the confributioﬁ to
margin, the greater contridution results under PG&E's propoeal.

TORN and U.S. Borax support PG&E's proposal. CMA Bupports :
the concépts under which PG&E's and the staff proposals are made.

The only opposition to PG&E's proposal 1s from Edison‘,mhi”h would ‘be
excluded from eligibility for the third-tier G-50 rate for- service at
Edison's Cool Water Plant, Units 3 and 4. P presented two reasons
for such exclusion. DPG&E argued that Edigom cannot. convert from No-
2 fuel oil to Xo. 6 fuel at Units 3 aog/d, because the combined cyclel
plants are designed for use of No. 2/fuel oil (or natural gas)
Therefore, Edison cannot raise t%g/égi:at of conversion to, and use
of, No. 6 fuel oil to the exclugion of natural gas. Also, the irst-
- tier Schedule G-50 rate is indexed to No. 2 fuel oil. Seoondly, PG&E
argued that Edison heas not shown that it would use more ges from any '
f: source, or in the aggreg e, if it is made eligible for the third- .
tier G=50 rate. ' _

Edison argu d that it should be eligidle to' use the third-
tier G-50 rate becaube (1) its true alternate fuel at its Cool ater
~ Units 3 and 4 is Sdéal Gas' GN-5 rate, not No. 2 or No. 6 fuel 0il,
~and (2) exclusiog/of Edison from the third-tier rate would result inﬂ
a loss of sales Py PGEE of approximately 30 million therms. annually.'
Tdison's testimony showed that when SoCal Gas lowered its GN-5 rate, -
Edison used its combined cycle plant at Long Beach in lieu of its |
Cool Water Units % and 4, and that such use resulted in an annnal
decrease in gas sales by PG&E of approximately 30 zillion therms.

Our staff argued that Edigon, as 2 P-3 customer at‘itschOI‘
Water Units 3 and 4, is now eligible for service under Schedule G-SO-.
therefore, it should not be excluded from any portion of that .
schedule.

We have carefully considered Edison's position. Ve
conclude that, as Edison's eligibility to use the third-tier G-50 at
its Cocl Waxer Units 3 and 4 would decrease that schedule 8 overall
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contribution 1o margin, and as such eligidility would not ihcreaee |
gas sales by PGE&E and SoCal Gas in the aggregate, Edison' 8 request |
for eligibility should not de approved at this time., PG&E s
proposal, as specifically set forth in Exhzbit 46, as modified by
Resolutidn 6—2577, will be adopted in. tull ror the purposes of this
proceeding. ‘ : |
The revised Schedule G~50 rates adopted here are interim in
the sense that rate design issues for all classes of customers will .
again be cons idered in PG&E' s recently filed GAC and’further changes'
in rates for industrial customere nay be adopted there.-

Schedule G=58

PG&E proposes the elimination of the minimum qualifying
loead requirement of Schedule G-SS. eji;s/change should be adopted

beceuse it will eliminate a complicatixg factor in choosing whether
to elect service under that gchedules and thus will encourage more
participation by potential users; d it will streamline the G-58
governing rules. : -

PGLE proposes to vary ‘the atarting date of the initial
contract period to bring that’ date c¢loser %o the ‘actual etarting date
of service under Schedule G458 by seasonsl users, such as food
processors. This proposa) should be adopted as 3eaeonal cuetomers
can better conpare oil = d gas prices closer to the time when their
actual service commencet. : :

Our staff pr poses that the ”alternate fuel" be defined as .
"non-gaseous” fuels, o that customers using natural gas from other -
than PG&E sources foi‘a portion of their gas usage would not. ‘be
excluded from Schedule G-58. This proposal is. consistent-with a
prior decision and should be adopted.

Our staff also requests that the minor use of fuels other
than No. 6 fuel oil during the changeover from burning,naturallgas to
burning No. 6 fuel oil not disqualify customers for G~5& service.
Such very limited use of other fuels in the ci:cumstences,deacxxﬁed—N
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would not violate the spirit or concept of the G-58 schedule and
~ should be permitted under the governing rules.’

Ve will not adopt proposals of intervenors %o eliminate the
alternate fuel requirement from Schedule G-58, or to eliminate the
minimun Bill requirement. In view of the”adoption of PGEE's three-
tier 6~50 schedule, elimination of the alternate fuel requirement
from Schedule G-58 may not be necessary t0 return some large
customers to PGEE's system and to discourage others rrom leaving.
Moreover, such eliminetion of that requirement would not inorease ‘the
contribution to margin. In view of the elimination of the/minimum
qualifying load requirement, we do not believe that the/minimum i1l
requirement is an impediment to participation in Schedule G-58-by
seasonal customers : e

Edison asked that the No. 6 fuel oi viscosity provisions ‘
in Schedule G~58 be eliminated %o permit gdigon to use a fuel oil mix
of a2 different viscosity. PGE&E opposed that proposal, oontending
that without the viscosity require;jnp/tiz alternate fuel provision
is meaningless. Ve agree with PG& d will not adopt Edison 8
proposal. - ;//// x
PG&E raised the issue’ at the close of the hearing whether
‘the G-58 rate of 46¢/thern sh/nld be raised under the indexing:
provisions of that schedule/to 47. 483¢/therm. As discussed, supra,
the advice letter raisin the rate under the indexing methodology wes
- subsequently approved by this Commission. We expect that additional
evidence conceraing the proper method of indexing the G-SB rate will
be be introduced in the forthcoming GAC proceeding, Proposals
presented but not discussed or adopted therein also may be
reintroduced in that GAC proceeding.

Petitions for Modification of D.8%=12-069 |

On January 18, 1984, TURN filed its petition for
nodification, and on Pebruary'B 1984, General Motors Corporation
(General Notors) filed its petition for modification ot D.83-12-069.]
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schedule apply only to service rendered on or after their effective
date and shall comply with G.0. 96-A. :

2. D.83-12-069 is modified to delete the first aentence |
appearing on page 29, mimeo., which reads: "Step 5. Increase the
average G-1 and G-2 by equal cents/thern until the revenue
requirement is reached.” The following sentence is inserted to
replace the deleted sentence: "Step 5. Increase (or decrease) the,
average G=1 and G=2 rates by equal perﬂentages until : e,revenue :
requiresent is reached.” - | u |

3. D.83-12-069 is further modified %o deYete lines three |
through five of Pinding of Fact 10 appearing/g; page 36, mimeo.,
which reads: "the high Platt's prices for San Francisco -~ East Bay _
low. sulfur No. 6 fuel oil for the firg, trading day of‘the nonth in
which these rates become effective differs from the base price-of
$30.62 per darrel." The followiﬁg/girase is inserted to replace the
deleted sentence: "the averagi/of the high and low Platt's prices
for No. 2 fuel oil for the £ipSt trading day of the month 1n which.
these rates become effective/differs from the base price of 80. 25 |
cents/gallon.” As modified, Pinding of Fact 10 now reads- "10." The
second~-tier Schedule G=5 _rate applicable to monthly usage above
100,000 therms shall be/set at 54.105 cents/therm unless the average |
of the high and low PYatt's prices for No. 2 fuel oil for the first
trading day of the nth in which these rates become effective
differs from the bebe price of 80. 25 cents/gallon by more than 2.5%.
In that event, th second-tier G-50 rate shall equal the ratio of the
current price %o éhe base price, multiplied dy 54.105. cents/therm. '
Ire first-tier G-50 rate shall be maintained at a level three
cents/therm higher than the aecond-tier rate."




