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_ INTSRIM OPINION.

%I;f'Zntrbductioz'a:d”Suzzarv:;;w: Crmm o Rrow o nrllou
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e

On Septng#r 11 ‘$8¥m °ou erz Ca:if ;-a Gas vompany az
Pacific L‘ght 28 Gas “Sepply Company (SoCaa) riled Appl oo CA )‘83

e I I )

08=- 022 wi:: teis Coum_:s-ou, pursuaz co *“e Conso da.ed Ad,us.nes:'

Mechanisz (CAM) procecures. P! ini:: < applic bn ;*oposed 3 TR

~ ~ —*a-"'

dec"ease of 58615 zillion, whi ch Jas ‘upcated” o 2 $'"S § zililen

,-‘--\-‘ P N Top g o

decreaze by .urt f t :izonj f gd on Oc.obe- 23. When'“*e“”“:‘ T

e s

cozpany’'s au,ho—‘~ed$78£>nillion ge*e*a-“-a.e increase and’ 5474
1

lioz liquified naturaligas (LNG) amortizition-are considered,
nowever, SoCal is actua*ly seek =g 2 zet rate decrease of abouv.$49.3

A RN ) . . .
—-b-- “-’ ~ .‘ [ ‘. . e e w -

- e Ao " Looroe - R —
Ay e e me a.« an - PO D i am AL

METRERRT prehear ng~con'er nee -was ¢on duc ed- Ln-San; ?banpésco—qqg
Oczbberni;;'ok;cwe¢_bxJ.e”:dayauoﬁaevidenz-ary ,ear# a8 Ain [0S 2
ngeles (Octoder 29 to Novezdber 2) az¢ Sam Frazcisco (November.

G). . Crai arguzent was heard before the Commission: en. banc..on the

e

afternooz ¢f Novezdber ti, ~Concurrent opening driefs-weve.filed bv

o - —

Nevember - 1 g towkich SoCal replied.-on:Noveznber: 27w~ @:: LT

- v
- 1o L]

This dec-:-on*~e:eral’y e-do-ses,.“e . 82s, sefue cizg
advocatec by,:ne Cozz ss_c* ?ublic S tt “‘vi loz (stars
s e s - N o A ue PO . v Y e

We also au.“crize a total rate Cecrease: o::“abo:..v 863
This:dec:ease:izcspread;:oﬁthe're< iLdentia c**-*ﬁ‘a-, aze

custoner Classes ¢ an: egRas.cex s-per;:herz:bas_s wivz
reallocation.of.thel decrease within thevindusvsial? class.
AS Wwitn:umostiCAMIproceedings-there i rasural divisis
Z2jor issues betweez (1) revezues requirezent Issues and (2) rase
cesizm issues. Iz this proceeding th '

=l vt ' P

Zssie Was.gas seque:ci:g.ﬁﬁ:h-‘secs neary. o
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Because this case was~che—cu¢m*mazion of several cases
dealing with rate designs -tk ze:was:aqyancpkyv.r rate issues. The
most heav,ly.cOQZes.ed wau,_o. cou*se, .ha. p"ead oL the reveaue

N A e ah Nt n_a-“«- P R “ .-..J\.- « ‘ u—-ww-!'d ‘ e

decreage. 0L equal ,_nteresv was the suaff'q ggg 1ongrte~m rate

v e ﬂ'v
- ‘wp e ’_-uvh-w‘u /-_a.v PR S

‘cy wh*ch was iac ‘oduced Jor the puﬁpose ol seek qs ou

)
....-.' -.«- Ul'd"iu.\ ..-f-.t..-.-—a..m-.- [ -‘—nn— -bhu-.
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prel_m‘na*y en¢orsement.;
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.So_that we can. Lus e our fa*e desiga

. -
w«w-.n-—---u ~-\ L—vu* e ——n - - ..-vvv P

real rather tnaz hypo;be 1 " 5, we w‘*lr"rzt a*r:ve a*

revenue -equiremenf before “dealin 55 Be rate desigz.
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”

Cost:of oy~ - rindm
One of the first elements neeced o calculate the revenupe --Z

requirement st th ’cos::o’*sas:: Invorderntorarrive "ab the forecast

cost of gas, a deod sﬂo» on~~be~gas“sequenc“ns*polﬁcy“ow.gL:de mes sl

-~ oA w S ' ,.' o - - e e U - - -
-

neee.s_’anye,..—.,~ s e e, b Caaal e s PES .:_ S
“IAT T Saguened crnonmel o enloomohed smien oW
wDoIol TherTivst ,sstez wenwillidiscusstin thisdecisto _

sequ,“c The queszions-and/issues: twetwilllbe addressing ‘drexizivil
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in order.toassure the-consumers - the owes.:p ces~avaqkahle.hx¢h.s~—»
general pollicyqwas restrained by-~contractual. obligat-oas. -He also

NS S

- realize-that tnere»can~be-o:herwsigni;_camq;cqn;&@:;aqquﬂ;&q;maxanggl
these purchasing.decisions. . The stall, . _g;gh;q;pggcqg@igs,micr Py
ideatified.some generally~accepte¢~goalsno£~sequenc;qg;asuno-lows, s
con o~ 1. (Providera:least-cost gas AX-TO; vy mpe e o

d;suq*bution utilities. e mn e e
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contracts usually “fovolving “svceh things as minizum Hills, ) take<or<s = '
pay, TEdimum té?éé}5¢édédd£€oﬁmod*‘y3*&ﬁes*aﬁéfdost oﬁ»service.iﬁarxﬁz
of’théiéfdbmp -cdwfons~£n~thé”mﬁddre‘of thﬁcd ributfon~st Silsue

u..w.-.»--l. A

The mafor -effect T8 ‘thatthere’ wasuand “continues ‘Yo be anvexcessifﬁ“i4
supply of gas while at the same me-prices continued to rise., 7o

-
,,'....> g ,.,._: ,.,.....,'.

the extent that uhese cont*ac“s a“d‘*a es uave “veed regu’ated they

-...,-,.’ ._..-4,»,-4.‘-—“». ,‘u.-n,.-.—‘__

are within the Jur sdic on of *he “Federal anergy Regula:o*j
R SN T ImG S - LN
Commission (FERC) L ,.’ \

-- P o e oAy k'( :
it For a numbe* o yea e have gought to have FERC alzer

ey
o ' - .... s - LA
P ) A < o

tnese contr aci ‘n ‘the publ _nvere 2“ In more récent :imns the

came to bq g'ﬁat.ona; move*ent to Have .he p*oduce*-suppl “a

supp"e*-dist {Sutor *nlat_onsh:ps ra*ibna zec. Recen?_J'-ngq r[
issued a series of orders (380 series) that essentially rezove the ™~
competitiveibatriersifron thelsuppliersdistributor re aiioashﬁ.y thus
freeing the distributorsito’pursue a leastléost supply mix.: This
etion also has the effectiof placing the responsibility for

exceprions-to 2 least-costimix with the regilaters of the °
éistridutors, usually the.state cozzissions. Therefore it Ls now
within our purviewlto decidetonttheritrade=-offs azong the conflieting
goars zentioned. earlier., .- - . . .-

el

e - i . C e el - -

:p fween .he aupp’ie*s
and.distridbutors. are. basically- gone, ;;g;g same-complex. ArTADSERenTS.

still exist-between, procucers-and-suppli ;;,1..hese,¢o-p xie! S - come

back to haunt us Wuen'we~&rY~v°~de—£~;the~3¢V33333F§;Pf:???:?ﬁeﬁ993¥mﬁ
pricing versus iLzerexental as p-oposeﬂ Dy.sxall. ruamoidabke cost
pricing-as. proposed dy Solaly, - so~:;PC ex__,wed- roz--its new rules
snose. projeecss -uvo’v*:g.,“,.n_askaaunng-bailtw ‘ojﬁc.s, ,We wilY

——_ -

- o

herefore. face. a very. cozplex. s ituat ioz, in, compar nbﬂwhe”p tces of. .

cpmpg;;;grstingp,.@c.w::h th.wfp*e builzﬁ.:rojec-:wi:h o se.u 80, . .
involved. '

.2:n Weile.the complex arrazgesests

N

" - »
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At this point, we_will: exam;ne,;hews;gnifzcance of
sequencing to SoCal.w»The seauencznq strategy “of- -SoCal is considered

r-.v'~,-np~ "~

3. Significance of Sequencing -......;

- - W N ;-"a’wln

in its CaM proceedzngs because ix ;s 2 gas ?u:chasing issue. All

such issues are eubject. tora~ reasonablenes review,?where we examine
T RYAv)

the past pract,ces 8:‘the ut.;ity and :ﬁen decide _whether or not they

'wwnua

were reasonable.ﬁ*If,not, ‘wermake: moneta:y adju Lments. In order o

‘.... P I

minimize its expos ure SOCal seeks seguenci ng guidelxnes from us

vy, o~

before the fact.  We® chase “how to  L350e-any- p'e m‘nary guideline
given the conplexzty ot he case and ﬁheqrange of’bositions of the

- PP

- (--/-- -
; , n .
S "o - e .H »"‘ LN .,,._\‘..A,.,ﬁ,....... 1y ¥ e o e~ -
parties. $ToLni L LT omeninnnun wlns ounronl
Yo v e 1Y

A rough’ éébihate of 'SoCal%s risk, .exposure can be made

,.a-y# A -

at this point. ¢n~zhzs proceeding there*we'e four:diffarent.

v-,-_,.u‘-’-,“,v..A,.,_ /a-..,.. o~ ,..,,.'

purchasing st rauegzes advocated by di nt parts eo all of which
were supposed :o«‘ulf&”-our goals.“f*hn va'iousvsequeﬂce strategies

-

produced averace costé o- gas for. SoCaI that ranged ‘£rom 38.20 cents

e w w

per therm (C/th) to: 38. 53~¢/th-.-rhe s £e~ence¢betwne the high ané

-~ e

low (.23 ¢/=h)- mulfip‘;gd bv .He .o.a-,gas danand produces a doilar

L b e i

difference of $21,000,000 for 2 one—y;a- por‘od- nThis goes a long
way in explaining SoCzl!s.extreme:des i.e for. .mmedzate guidelines

-

from us. ¢ is also cleafnchacucne%ewaﬂewlafqemdo& 1ar trade-offis

e .-, ot L

selecting how .o_we,gh the yar.ous goeal s,. ﬁj.::"“i

4. SoCai“s Suppl.ers and Related GSS b-acps

Th;a éec” ‘n n*ovzdos a brief’desc pz.oﬁ of each SoCal
supplier andé re.a.ed pr'...c:es~

-

a."Cal:fo—nza Sou'ces

.o - RO

'-:,;"SoCal buys*gas'dn'ech- - £rominumerous
o, Califoraias gas p'bduce:s,” This:ges is
- produced:inlassociation w,;hwcilﬁand
SoCal curzently takes:all-available
(abdout 75 millien, cu.....  pes.cay,
(MMc‘/d) 0r. 3% of toral’ SoCzl gas:
suaply%v-@P:wces;aveﬂgene*ailw;mﬂ,
C established: by, NGPA Secaion ’OSTKcur'ent
”,ave‘ageﬂprxce:34.97¢/.h). LEINNG L.

v oay
- [

L A
.-.‘ - N --r’». Cet la omd s —u- \-ivl;"ﬁ
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b. Traditiomal California
.~ ~Federal Qffshore - -

bt

+Small-offshore.gas; produce** zot. o
affiliated wi th SoCal/PLGS alzo prod
‘gasassociated witn- o_l‘produc fomi”
CrowTetalvproduction-ofapproxizal ly_°8 g
 MMef/d _or 1.5% of . SoCa"s avallabdble bas _ .
“supply is taken"at prices regulated” by""“ v
.2:NGPAzSectionili0s(ecurrent averagelpricesnc
covs non38098088) e o s fis ‘
L€l T -e,Pacific O”s“o..,?i ell .28
Il "”(POPCO)’ el el oty
T POPCO, an“affiliate of Pacifie’Ligniing "
is t“e ozly pu*c“ase* of 23 MMef/d of
. "sour™. , B35 procuced. n\assoc_atiOﬁ w::h
oLl” by ZTxxos at the Eondo platform in’ the
. .SantaiBarbara:Channel, . The:cgas-cost .-~icc
alone (commo ty.cost) established by .
NG2A - Sect on'.og ‘eurrently” a‘ 21207TereR - ¢
o AS uher;eas.rexponsive supp y.torSeCal.uc ez
.. Bowever, the fixed costs of the *ecentlv .
"construc*ed gas- processing plant-and”’ ’
.~wp‘pe e-easure a~highrannual.fixed ¢o
. ...0% service %o POPCO (app*oxima*#ly 533
"t mElllon fn"1085)"and" ade” ﬁO OO¢/ ) the
L. gas costus ,..q~v~r A A O SN

\

-~
e

Do e

»The-Pacific Interstate: 0ffshorel
. Company (?:OC) .
PIOC, azother.affiliate of Pacifi »

ighting, is"the” only  purchaser: of” gas *

s from the Pitas:>Poiat '*o_d-(ope*a,ecfby
-Upion and Texaco) in the Santa 3arbara
Chanzel. “At 700 ch'/d tnis one’ mew -
source provides approxirmateliy:3.5% ofc-
avalladle gas supply. . A g2s commodicy
cost of ’5 00/t estabiished-by. -~

L eontractsyi isizh .highes~”s.ngle supp.- b
LLOSTITO SoCa_,::rhe LTrazsportasion ¢os
“of.service to:? OC is. 2. 3c/yuw“‘ T2
-uota; Ln::'cos -37 JevTr s

-~ u

e °ac"‘ -_uﬂe“sﬂa.e ;,“f.
Transzis ='”CO)

- e -

‘1_.CO, another . ?r:l;a e‘of.Pac*.-c
ating, purchases. gzs froxm Cazadian
.oduce*s which Ls tramsported via
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- tllyardous Canadian and U.S. _pe’*nes
Lliueilizing waesAlaskan iprecbuils project.
~= -The contract: quanti: at =216 MMef/¢:is

_rabout 8'*o~ ~aval ablefSoCa_ supply,;
;: ‘SoCal /PLGS ,ave recently crezegotiated a .
“cortract ~with the Canadian p"oducers (aow
) apgrqqed by the NE3) for a zirnimuz gas
"take~of “130-MMef/d, and a2 competitive gas
SRS - ) . (=Y R y costwkozaﬁsucA,n_*mﬁowevo*
substantial fixed cost recovery ($166
- -m¥llien) o* the *ecenuly constructed
““*ﬁrasxan pre-duilt facilit y results .in 2.
_further 20¢/t2 ¢ ansporsa 102 dost (at

~100% gas take) ’o*‘a “€otal -cost of - -~
“48.54¢/5n. zileltn.nne .

-t -

IRV

-

f..w*ranswe cern Pipeline Comdany
Transwes.e*n is an es:abl*fhed SeCal
supplier buyizg gas in the southera half
T i te T UTS T Tran sweste”ﬁ”gES“EUppIy
available %o SoCa is forecast at 670
“,.3nvcf/d (24%-0f .SoCal's -total . SUPPLY wmn v c2nr ~
X ava‘lability). Its average coamodicy gas
---iprice is deterz nnd—b*aanua 1y before the
-.:PERC, and cur*en *‘S*av 3L lLe/en
_-~( acludes soze xed cos:?*ecovery)
g"-";r“°asa Pimeline Compaav h ;?'
=, :S0Cal's largest and oldest-suppli 2
,-~a-o pu*chases gas hroushouu .hea-
.gouthern b lf of the UiS:.-SoCal forecas:t
e lgupply availabilis ..cm I Pase a1, 679
MMef/d or 60% of SoCal's <o%al supp y
va"ab;li: .  Z=tS ave*age comzodity gas
Tprk 15 devterained diapnually bb’ore the
”LRcuanc_‘s_qu::c.,lygﬁhaszc.zhhiincluﬁes
some fixed ¢ost regovery. '
5...Increxzectal Versus Average.Cost

Be'ore we ¢i scu s vhe concepts

,-c-

v h o

the foll ow_“g page gontains the exémp.e chat e used °a““ », with .

the additional: complica ionsiofrhaving-the average cost of gas broxes

rge.  The object of this

down into a cemand charge azd a Commocity ¢k

exercise is to- cboose the zupplie?s;;*d quanzities. o £
. : . -

. , -
. T

v s - m _v‘_ as




A.84-09-022 ALJ/J%

- *:ﬁvg;bds€7

.~. ~ Demand Commodity

Cha;gnaf
S$3.00T -
G300l Lien
'39-9;75“’/“f

~
-~
-
-

-

Scenario I

Least Cost

‘100-
3u

1

o~y
v e

-
o -

FINELTIRS
e W

“é uo'puhe* consideratio

h,. o ‘_\‘MPI‘"V"N"

(\ - OO‘JCZ -\50 )“"50-
T (34x2.26)«25z

(T 2002200
©:807/13523. 01

S?OS 00

-

,..,v ™ L e re e

rio II

W

TN L
17“_

?E'
10
17

A
E
C
2

e
-

aw

= Oy

- -

4
0% zon Q‘sc*e;ioga“y -=ire
105000

f-‘(10x2 257 °

P P

ey
S e oy we e

1" ueqte

0;3*?5-00

2ezb3.k2

©2c2135.00-
TTTTTEL00
'"T"ﬁﬂfjr’
22, 50

ginde*

(SOXZfSO)*Sov;W.
.(J7x2,262+25-::
(10%6 .00)+75="~

CTXL-OC)*Z'

.."-.n,.../

cing

T(17%2:26) ¢
(30;2 SO)‘

Secenario ILI
50% nondiseref: on
Lo el 78 v,.l

»..,.-.-.-.-«
v T . g r,
W

AR 50..2. o
o e - (Tx2.26=
R - T

- - .

mainder: ave*ago cost seque“c.ng

78379 2-2

o - -y an
[RE PR ....4.-- [N ——

725) v o
15.82). -

A

'65022.562

P b o A

B

(11x2 25 38 Lz/;zbﬁé;
(30X2 50-A Q)




sm 2~ SQeRAPID T o T mr e m ey

e ~’.....,/ . s B -

TRES ‘scendrid snows .he cho ce of suppliers siamply
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based or the average ¢ost of gas. Qur. examp&e _s easy in tkat no
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choice 1s required between SupplierSfI.and~B\:rﬂlso the exanple i3
simplified in-that we have calcu;ated-the-averagﬁ cost of gas for

Teow o

each suppli er a: its full avaflab*ltty,*nﬁ*‘over‘ t8 sales.
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1. What are the poliey. goals: ‘wary
. 3 deviation Irom average, COST, ~
prfbing°

“ 2! “How Caz ‘those goa‘s ve
condnplemented? whas ol nonw s

"f3:/ What-dis ‘the ‘effect .0f the deviation -
both_nogg aqd sho*“‘ ot

“- How do you calculate.the imcremesntal
and upe averaga cosvsow—WWHw*“
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6. Diseretiopar y-Vond‘sc"et‘ona*v Takes'
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" As ‘can be seen'.ro tHé entire p*ev-ous “discussion, :ne*

L e e nTaL e meny, ‘- . f'f«" e lele Bty
sequencing Lssue {5 oaly raised whed there ‘s a; ove*supp-; ‘of” 6a

Y
-

.,,.... el e “

Iz this situation the question caz b€ vi ewed in“.e*mu "o wha‘”ga “gg"
turaed back as {gl iéﬁ wha..gae “SE
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Kéard be pujchased. Uafortunastely,
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the parties have fai ledﬁ:o~co.si4en'~“zzhe£r so~-¢alled -ong-,erm
scenarios any”pcssibil tyuo ta’gasishortage.sittatioen. We find,

A R -

however, that OUr ‘et for %-“ew.*ong-vermnsupﬁ*y source is he-pful
Tor ,equenc ngsas. .well.as for .rate cesigz purposes... In Decision

(2.) 821QL11162 gg::qgnq:?h;,h:he.app"opr-a e-test by.whigh to. .-.. .
conside;;;;ngg;gas.p:ojectswas,byucompa:ing .he full cosy of the. nnw.-

e e e

supply source.with.the.price.of crucde.olli.d rec.vo reliners over.

ot s -.-.'

the life of the gas supply project. ;.-che pa es “ad cons*dered =
sueh a test for the existing supplies ‘“»z_g havn»behn nelpful in

Loy

deciding what current sources to protect aac w,y..j”,unou“ this
analysis, ti eif::s,.s,ep of ou.,seqpenc_uswaﬂa;ys-s :s ,o co3s_d
there are any.n d .serediozary supp;y .akes auong a2l

SUpPPAiens.:

S A / T N Rl s -~ et e ,-_,‘-.,..._,.... -
E R L e Y g oW [ B

ALL par:ies agree-that.thene are. sucek nozdiscrets

suppiles. ..The.stafl.ar Eeggx,a,ﬁgoopro-ﬁ eMCalifo*"‘a\oa-shore and
60% of the PI7C0.(Caza an),supplies are.contractually requirec.. . The
next-bloex-of gas.that, the.stall.consi ¢e~s,n d‘sc“e. oz2ry..AS-the, 50-
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associated gas. is gas produced as a bj-prod- T of oil
produc n. 7The cholige facing producers ¢of thls zas 1= chat
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either be taken or wasted. It is-generally recognized.that the
former:choice:is preferable.: .:The calculation_ of the:percentage of
associated:-gas on:theasjstqmsnof:thealange suppliers iscvery . =: =n.n:
¢ifficult. :;However,-the-staff has made.a-reasonabdle-estimate-which - _
is that 20%ﬁof;BlcPaso's;;37$:o$:Transwestern&s;:and:50%:o£3202C0tavo;
supplies. cozstitute those systens™ MOR as: defined By .stafl.vc zconovn

cTaTn wwr zo8SeCalrarrives at:azdirfe*entﬂrevel~o£~:ake'* ST oInmow
zinimuz. SoCal's proposition is that it should take oz a ratable:-
basis from all suppliers 40% of each isupplier's. contract quantity.,
SoCal argues-that this-quantity-.contains the:zMOR as.defined by staf’l
and, iz addition, is a sufficlent cuarntlity o dssure the long-terz
viability of all of the existiag scppl ers.;'SoCa"’ailed 0 show 2ay
basis for this 40% amount o% re- than_‘*”pzoduced a .otal volume of
gas equaling its to tal P=1 and -2a démand. - |
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Qill‘adop. the 555??‘ el of minizum
nondiscretionary takes because it is the or 'BEBSal vased on
specifs quantifiaple ¢riseria. As a practical'mazter, at. this level
of‘:akesnzhe.choice seens. L0 have no zajor effect on‘any stppli .'
with ¢k -exception'of.._oc (Pitas 204iz%) gas, which is not take

under the staff's proposal bdus would be taken a%t least up tO«&Op‘or
60% uader SoCal's or El Paso’'s proposals. Eowever, novéﬁff4cien:

£

1r~--’

showing was nade as %o the necessity or desirability of,?rbteczi -
this gas at i%s present prices. o
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- -Discretiopary Gas-Sequeneing .I o lnLw NI NUkLI Do monlIv .

Crrchetibis pointiinouridiscussiontwerhave geterminedtthat”
there 1s a“certainilevel ol nondiscretionaryitakessy the nextoproblex::
is to.decide~on~how.to"sequence:the gas from:the noadiscretionary. =it
level ‘to lthectotal tamount srequired. .~ “Sequencing 'proposalscwere il
advanced by .SoCal,vEl:-Paso;-and staffoo-Therecwere four. proposals. pus
forward fo*:ourzconsideratioakandﬁ.hey;can bedividedsinto two groups
as follows:~ : ! s e :

ToonAverage~costopricing
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o which .ype of’ i e* cho- ce igthn ~o*e app“o;riat : .he
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Average Cosv~Sedé€déiqg*$ﬂv-~“
Aje*age cpst 3equ¢ncipg would sequence discretionary
"gas—takes- by“SoCa**based“ ntdety *to 2aITumte cost to SoCal. This

sot bt b

;apnnoacthan~u.mu.tansous;yxheﬁuce;fhcwzawe;s:xucﬁdﬁeiﬁdhfﬁéﬁé‘kn*“ﬂ“”
potentially Znherent -In avoided c¢osi, -work toward opt izizing long~- . -

[

terz purchases since all costs of delivered zas are included, and

provide-a competitive pressure for’pipelizes to streanline theiif;;fff
cperations beneliting gas consumers over the long te

However benefic¢ial average cost seque ng is ove*“tﬁﬂ““
longapp;p; there are 2 suzber of drawdacks to this app*oaéh ohat hﬂ"

R /_

PSD has identified. These include calculation difficu"‘ es, &OSH “of

o

short-terz optimization, and izpact on new sou-cea—o'”gasamu Hﬁﬁﬂi

C o~ LI
- r

-y
b >
4’
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We have previously showzn in our exa.p_e that” once s ¢

- L

;-

decided that thene is some level of nondi scretiona*y‘.akes a-L =
ingremeatal price sequencing for the remaining portion p*o&uce e

L 4
least-cost me.“odfof»sequenc-ng. In . this proceeding: vheﬂd b ICERs

difference between average cost sequ e*c‘ng and incremest al ..,eqz.enc ng .

has deen estizated to range frox 3711 million %o $102 *""on;__g;ﬁ;;_-_

p*‘ma*"y depencizg oz how the Canadiazs react 1o our cCecision. -
"o Ano‘he* drawback to ave age cost pricing isf *ts ~effect
on SoCal's newer suppliers. SoCal's suppliers can be,genera”y;“'
diviﬁéd “nto three groups: (1) tié“Spr’iers (EX. Pasotand st ol
ranswes sern) haviag the largest, o;dest, zZost dep“ec.a-ed .Sysiexs
and hence 1 low ..anspor.av_ 2 coStS-=t rese supp ers serve the-bulkiof
the .SoCal market; :(2) tize traditional California suppliers, both
onstore and of s“o*e, serving a szall part of the SoCal ma*ke*'
_aﬂgefycfro~ associated gas and wfiﬁdﬁ: a2y SoCal inves:izent

gatherin sys,emS' and (3) the new suppliers--"“co 2C2C0, azd<..007“

- - e

tha;‘hagg ) or are pay-ns for new trazsportation.and .

A L

aneillar . gas ‘suppliers froz Ca*ada and.orﬁsworn
'Cal fornia. "” e grou p of supp-ie*s who have high
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transportation costs feor the:nextrseveralxYearsaassdebtAholders are

repaidwtheir-investaent.zrIt is thesg:supplierﬁ,ras‘argroup, who are

most negativelyraffected by any average coss sequencing:focmulazob o
Lot lozincremental-Cost:Seguencing:om o .

' . e
»o, e o I e I s
T COLNRQTITTL LTI e

.2Bothrthe staff-and Solalofaver anrincremental -approach-w
because it producesrthe:greater-short~termcostibenefit,but mores ror
importantly-itsvindirectreffectsrare-torprotect thewsoutcesrof\supply
with highnfixedccostrand-will:thus insare severalolong-term” . Torzum:

suppliers.: We ' recognize, :along . with-the staffzand’'SeCal;sthe: ororow

ot By
imporzancetof maintaining~therdiversityofnSolallis "sourcesof: -/ ziuiz
supply. "Wetare-persvaded.thatithe:significantidifferences which.~z vz
currently:exist:in-the."vintages? ofsSoCallscsuppliersudictate that v
at this time discretionary takes;shocldsbewsequencedconzédﬁgﬁ LEohlewn
ingcremental basis. We are alse mindful that adoption of a&eragg cost
sequencing for Solal at this juncture risks the' loss o£3é substantial
portion of the benefits which SoCal has recently obtained from its
Canadian suppliers. Therefore, we will adopt at this time an
increment2] seguencing method for SoCal's discretion&ryftakes.'
However, we are also convinced that«cyer the longer
term we would prefer to move SoCal's séquehcing policy toward an
average cost bdsis: coaSis:ént with the polﬁcy‘which'wg'adqp: today
in our decision in Pacific Gas and Zlectric Company's (PG&E) Gas
Adjustment Clause prbceeding. Average cost-Sequencing'hés':pe'
important long=term advantage of placing all supp;ier'cos:Uelemen:s
under the scrutiny of the marketplace. Today wé‘w4’1':ake a £irst
step in that direction, by adopting TURN'S Suggestion. that averase
costs be used as a “tzeb:eake'" when the xnc'emen.a’ cosis¢of SWO
competing sunplxers are within a2 small price 'w.ndow' of each other.

This procecdure will be ¢iscussed in greaser detail below.
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v ot DlorAveoldablesVersuscIncrenmental sy wol nenme seles

- o

s cruiWheh our.decislionizozuse the: incrementalnmethod;:we can-
now decide-whether-to.ose :he:staff!smincrementa-,approachvor;SoCaiasm
avoidable approach. Both methodsshave:the:rsame:theoretical bas*

whichiiszto recognize i the costiof:the nextlunit porchased. The
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[

~ - -

clcoun o nonThereais a-timingcaspect:difference:between the two oo
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greater degreecthe:” apoo*tun‘cy ‘costs™ in. comput_nqd:hewznc'ementalc::
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controver :ed ‘3sue3 surround the. followi Bg:e

T ;reatmeno -of -FERC.Account - 191
ove*/unde*col’ec"ons.

AT S

e w -.The. chart«presented~ea*lie* <iscloses :that

AN T .n,.,.-p,..,.“
o [ P

'ng costs.

I“ seemokthat the pa ties—éoites._.hese issues based oﬁ soﬂe judgmeo*”

o -

of to what degree these coste "aée~_ndeed.unavoidable. ;he'firs*

e .( - . - -y

Douenoial ‘take-or-pay car

-n‘-

y

isoue tha. we w*l’“cons‘de* s_tne "take-o“—pay" car-y ng cos.s.f_

_.*‘_', .":,~‘ /.y l' “ur"

4 an ey e L

A decision'to purcnase 2 pa**‘cular -nc*emen* “of ‘gas’

R o .,.,,.\,..

a am

- v e .y =
- €y

from~ one sﬁpSIier ove*‘ano he* can cause *“e supp;ie* whose ga* i
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intention to’negotiate wita its-gas producersion takesor-pay in many
forums and more directly by'ecarryinga balance~oflonly:$6 million~ims:
FERC Account 7165 which is the- tgke-or-pay prepaymenv ‘account

[ aladd oy

The PSD suppors: ',hese at.emp ts’to ‘decrease .ake-or-pay
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. this estimatl

tion Of gas costs-——either is-tsdescolledfidn or az
overcollection of revenues relative to actuallcostsssis remedied
through ‘the TAccount 1917 3urcharge*£n uhe~’ollcw;ag “semfannual
~period’.’ -Other~factors,~for-example,~undercoIIect£ons0orﬂl£qu£ds& Rl
reventes’ relative £o'the'reveste level idcorpérated in LI Pasc?sicost

Tl ofiservicatpertitslass general i ratescase, "RPE2-33] “and-certain . 1%
refunds are”also’pit into”the Acedlnt T91. “The®Salancé“intthes s tuT
account at the end®of-the”PGA"period isither "spreadm: ove*utheﬁfzv';:
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estinated- sales level’for' the zew PGA-Deriod.” “Due’to'regulasory
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“‘the’ fecount’ 1917 balance isThailt up-and-the’ period dur'ﬁng""which*the‘
surcharge“rate for-that~balance*istappliéd.*iFu@tbermbrez?ifﬁabv ROR
previous period’s sales forecast falls %to zateri alii’e,'the*x phaTt el
" previous PGAT periodts Account” 197 bal én?:ei"k-i 110 remain® ¥
Lnde*col"ec wed> - Ths undereollettion willt be® Lneluded” a5 2" portiont
Tof tmeThccountt 191 balanceito- ber2pplied as a- subchargeT ol thelnext” !
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-~ T.. Adopted -Secuencing Strategy. . ..
Cneemae Discussionco.oao o s s -
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e WL -generally .coacur.with.the.pol nt-of.view.reflected. . in
the stafﬁ;s*reccmmenda,ipgsﬁwn-ghyye~-nte*pret to,be tha.,the price. us
for incremental -gas. cost.comparisons should.reflect the.lmzeclale,, .-

-

&g

price.-:This: is;basec.onsthe.concept-thal. we. want -the.mankel,. to.xknow. and
reflect the-consequences—of the current prices.. This. leads.us.%o, -eject

adjustzents-of: the-price based.on . future cons equenceq, e

Tormun e
SLoTnuLnng

e

e .We believe that.future consequences. are nos. . Nfixed" . and
rema_n;_“ control of. both-.producers..and-suppliers. . @gsg¢99§ vais. -
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e w4

reasoning,.we-will adopt the.stalf!s recozmendation.that: the Ttake-or-
pay" comsideratlions-nolzbe included- in the-calcoulation of the... .....
ineremental. prices. ..., .. . | |
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incremental: prices. should be adopiec. .. Inaszuch. it i e, *nzen ion
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inced:ivewin\pur-sequencinghfqup;a:y@;&prgggngpegp;;.ﬂaniPUI3519§n9f
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El Paso, argues .that the::l .«7¢/th should. be ‘added: to: ~the Pa.n-l‘.lbertagr:
gas. Howeven, El..Paso. ignores the fact that for. the- last Ancrezent., .- .

of EL Paso -gas. taken: it is nore expenw.ve, £l: Paso- g;a.s.« wbich. d_s.place& -

agourate-way to assess m‘.:he cost.0f ~...ak Rg .2k Paso’-s....as.t..incremqr;t iS..
to recognize that by 20 doing, the ELl Paso gas,cat.se..,,the cost of the,

- (IS

Pan=Albernta., 2% Lo Anerease by 1. 7¢/th 4..nce fhe. Pan~Alberta gas must
be moved over.to.the EL P2so/PGEE -Systen -to. make nooa for add..t..oraL
El Paso gas -through the EL Paso SYSTeB.: - .. +.ol’zcuz o8z .oktow tafre

wr--io Sbdle the stall and Solal . in calcula*.ng,~
She. 0pPOrtunity cost OF the last .segmeat :9* El» ~P.a.\s¢?.-..«s,a=i~va ‘r?‘;h:i.‘ A5, 205 -
the proper conuiQQ;a;:qna;ﬁWewa:euconcerneauwi:h,zhe”incremeq;ﬂ_d .
price... The 1.7¢ properly . -should e .2ssessec 2s; ._§3_ncu ed, that
ién;qn~;herp rice. o.~uhewPan-A;ber:ausasuGP-#CO)-, weano.e.,ha
does a0t all 1835y, Dut .could al ec.u.gc_,:,
the -takes- oL r~l~$a,o ver us;ﬁiuaquo b;gaS»_. demandLg*ow° bexp ac i
presen, ’o*ecasq
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o '.“a.p 0#L&3¢ri$$ue concerus-.He.seq 3153 ng g,gas whe" Lhe. .
incrementea ~pr-c¢s 0L more-than one -supplier are. a‘*ly q;ose.: Bouh.A
the s:a:f,a;c‘sQC@l,qqtqca,g t3at there s“ou’d bena-pn,cewu*udow st
The general concept is that wihen .two . 0r 20re sypp LT cesra~w,”m,
within a certaln cistance .Irom -one azother thenhy“oue.vou es‘would

. :be . taken.-on: a.ravabdble. ':bﬁa.’-";-q,.-,_ o P R SO AGRtY '
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SoCal proposes that the winco"nqua’ 1.5¢/%5. Tais
s about a 5% margin for error in forecasting cecisiozs which
is reasonadle. The stall, oz the'o:be* rand, believes
that this wiadow is %00 large and provides too 3e a "com.or: zo:é"
for suppliers. The staff feels that there is 11t le i c-ntive for
competition within the wiadow. The staff therefore recomue;cs'.“a"
the window be Sc/.“. Z1 Paso agrees with SelCal's proposalQ
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We agree that a window is reasonable in concept.
Without” a~ window aminute: differencesin price could fbaiire 2 madorti it
effect on the amounts’ ‘.'.'ak'enf from &' particular suppliier.. We Eind:
it i the’ a*g'umen*s~ £ SoCal’ tha't! the tea ££ g window s oo ‘small v
given the'uhcertainties fn ‘o’ caleulasions, and -“£hedrguments (of [sTaLL
..hat SQCal ‘g —wz::dow 'i§7so larce-that -competition icould be discouraged.
Thus we w..l"‘ adopt dwindow 671,086, S ENAI Dy T TLn eplizosen ol

TEUT R ST oward UEEIE £y Ra'te” Normaliza tion (TURNY proposes’ ahat ®
within -'ftfer window aVerage cost prices e used asa ‘tiebreaker, I T 7
other words, the supplier within ‘the' window with ‘the Diowest sverage -
cost would ‘e sequenced £irstl Only i€ the aversge ‘costs of the
. suppliers within' the window are alse within ‘the Window! s size of Cack s
other does TURN Trecommend "thas pro Tata ‘taKes SeAfge@liints tiiiny ons
T BTNV e agree wiAN TURN Chat Some ‘Sther ‘mettod of seduencing ®
within ‘the window other than "ratable takes s ‘désirablelT From ‘our -
Poin€ it view, the producers will haveé carried the suppliers ints the:
window and thev £urther competition ‘between sources of SEpPly ‘should:
be between the pipel ‘nes. TURN's refinement presents to- LghetT Thwoons
pipelines the prospe'-: 0f occasionally havmg_,,tcr -compe_ ‘e on an
ave'*'}ag”é"-"c"os'c 'basis-a‘t"'a-wucxal PO i the ‘sequencing order. This
D0SSED1i 14ty ‘would provide an -incentive for fixed dost controlithat is:
lacking %¥n -vhe ‘fadremental ‘oSt ‘Approach. ‘We WwiTl adépt TURNTS . L ol
Proposal ‘-‘c-' sequenc fng witHEN the ‘wiadows T 7 . fiwtmor limenen oxT
T ©The “Lollowing cable Lllustrades the seguencing Guidelines
sad bv SOCa’ El Paso, anc’. stass, w"xosn-«;u.de_nz.' e wel Wave adopred:.
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Table 2 R T L
Veighted Average:Unit Cost of
e Systen Gas, Sup:_vgv_:,_,:;
PRt Yot 11/84 “* 1'0/35 e Rl “':':3.":'_'
’ dUndermAdoﬁted Sequenczng

T T Wes M=-thernms ¢/ehexm 'anh S
Basic °L'chases‘

“Cali%ormia Vi 1AL Tiie 13 T i286,690. 34.97 inTei100,255
Traditional ’ede:al Q££. 15,198 166,690 32.04 $5,074
Bondo 4,197 43,275 , 64.57 31,171
1% PacmInterstate Sy tiioae®L 0 o 22670 ey Lomtiziiawa1d
Pac-Interstate- Et=luieh s
pan Alberta L1/ 47,046 500,390 47.80 249,-36
..,El Paso 2/ _._ . . 425,560 1,209,590 36.25 474,726
- “Transwesterd d/ CTOT,4T0 L 082,684 36.46 IE,TRT
Subt.ota.l 320 245 3,294,989 o 1,295,373
D"sc*'et om\-v Duvechases - - S "*':-"--':';.'..:'::':;:r.‘.‘:i ToT oD
Hondo 4,197 48,275 64.57 31,171

, vac—*n*e*sta*e-A‘ o . . - -

“i7.iDam plserta.l% <2231 ,370  CoU332:590 “'47 307_:“:12159,456
El Paso 2/ 353,320 3,685,127 36.2577""7I,335,859
Transwestern 2/ *04 025 1,105,946 326.46 404,626

Lolzanswestern 2/ - --16,790 ---179,149 34.49 . 61,788
1l Paso 2/ T ©75, ;313 787,657 34.52 TUT27L17899

"L :Subtotal Basic-and- ToTonL niloser *vw-;ﬂ""“““”
Discretionary =L'cnasps 905 260' ‘9,538, 7:3 37.327°°° 3?5607232

torage With :awa’ 92,021 Cf;989,890 36.49 __. .~ 1361,211

-“ms:c.agew:z;eC“~oﬂu_*_“m~:£44437 "490I;700 36.05° %7 «325,062

;"Coﬁna“v Lse S LI T 1"-;,576 . -79,;; u¢tbim::cv:::oT
Traceounted <or -13,867 -151,907

l.Carrving CosssiPre-  i1.%§ 1Lt pEEETS SRRy
Payments on Canadian Gas = B oo 47556
Minimum Bill <o PICO 3/ : 2,048
"OTAL GRS SQLD 891,461 9,395,886 28.35 3,602,985

1/ Cost is based on 100% take of Paz Alberta sas.

2/ Cost is based on svreading Tl Paso ané Transwestern
demand charges over 75% 0f contract cuantities.

3/ These ¢O0s%3 are uvnavoidable.

-25-
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large rate changes. However, an additional, concept, tbat has been
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This. decision is. the'major rafé deczsion Lor SoCal for the

"

entire year. In the three proceedings (spring CAM, fall CAM, and

b i

SoCal rate schédile. In addition to‘theaspeczbzc::ate‘issues, the
staff proposec-a major new long-tern.rate: design, policy in zhé £all
CAM. The staff" long—term policy was not conplete ané was presented

to elicit comments both from us and from othé;'partxes in the zpring

-y oy

1985 CAM proceeding. We will discuss the'long-term policy -£irst.
A. Long~Term Cas Rate Desicgn.Policy. . .-

e 1wy 5
- '.. .

In thzs proceeding the staff is proposing a cﬁange in long-
ternm gas *ate éesign policy. It proposes thaJIEQé‘Commxss:on approve
its :ecommendation in concept~no¢y"ﬁhen‘xmpIement«it zn‘de:ail in the
rates in the.spr £ The
essence of the sta p'oposal is to shz‘t from ~be cur*ent rate

L 'r‘_. oon ‘f"“

design, which .s based on alternative fuel cosbq, ‘to one based on

T

the cost of gas. IR

taff.offers its proposal as a_.response to the.continuing
difficulties in managing the current rate cesign in the face of
several s.gﬁz“"én: changes in the gas‘V§éégffyf 'Flrs., the decl
in oil prices "o levels below those of st ail—*egumﬁ*ed gaS¢prices
has forced the. Commission to consider numerous requests Ior special

rates indexed to alternat
priority industrial customers on the gas—avsuem.,,Adm-m*s ration of

the special "targeted" rates that the_Comm‘ss on has app*;ved“
difficult and complex especially since the Commi sSi&ﬁ’ﬁzé ‘im.,ed
knowledge or control over the rapid fluctuations in° the e”*efﬁa ive
fuel markets. Second, substantial new opportuni :ies . DOW exﬁs* for
gas-to-gas competition ameng California’s gas- auppl.ersx'~A recent
series of orders by the FERC has removed cont-actua’ “constraiacs on.
competition ameng the pipelines supplying Califor

deliverabilicy of gas continues to exceed the denand, and the

PR ARy

wellhead prices of several categories of gas wfl’ be«de egula'od on

N

Jaauvary 1, 1985. 1In this environment the s:a a-guef' *ha: exi s:ing .
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new. rate desian, policy Ap.w hich rates, .or a’l customers, move . wi
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‘orces dn the g3s.. na-ket,:c yie!d lower rates, ‘or a 1.g8s
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Alternative fu#l capabi 14 ty who can comﬂaﬁd lower ra.-s witch -he

threat: of- fuel switching.- Wh:;e;;begmechapgcs;oﬁcghg:stafgfs

Proposals woulds be dg:ermiaed;ini;hewspringgcAF;andfCAﬁﬁ;:ogeedidgsq¢1;

in‘concép  the: proposal: would-work-as-£follows: e ,,;” TS
e LS s purchasec: on:a 1enas£~coSt:DASis-£irst i sz o

. . with the incremental scurce of sas be.ng the most
T eXpensive” source’ supplied” th the® sVstem te sérvel s
exiszing: demand. ‘Customers-are metched with.gas. -
5upply Such that. the Hzgu_s~ s-‘o*z*y cussomers
Hbvh*i“&thé?””H-thedr~ra~es--Hn ;eas*-ﬂoSt\*fvnf
< souTCe-0.f gas, and: the incremanta l:le8d., lz served.
by zhe nmore erpens‘ve ‘ncr»neﬁ.a’ cas. As b‘ocne,”m
o0fgas are matched up wizh- “blocks of: Henaﬁd,ﬁ«~-~ﬁ'
~.":Me is~an al;ocamaon o<.pipeline ané. oot
‘d;stti5U:10ﬂ fixed costs 0. derive the COﬂO-e
rate. - 1%%a OPeM,Lg 87 e‘, PGsE GAC RLC -OP
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P dllocation:of £ixedrcosts: would: vreflecs- a-

che marke:tbe:ween~ccre:and nongore . cusLoners, . -~ The core:
ined: as: customers.4n: Prioricies- P-1i, the

of customers with fuel sw*.c“..g capab"‘-

- .

parties who commented on the staff proposal
2

ement that ﬂax‘ﬂg is allocation of fixed costs
he Comnission with ifficuls task, one -Ha~ nolds the

wes

of advantaging or prejudicing any parsi u a- cus,oﬂe’
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The absolute” cornerstone of the” staffr g propsa’ is the”

oo “ -.-',W'

rates to the noncore'ﬁarket will not’ change “unless the cost o.‘gas

— A -

hanges.‘ *his ‘will elzminate the current p:actice of targeting ‘
{ndustrial rates’ to’ the cos alternati ve*‘uels, then setting Aign
priority‘rateS”res‘dua’Iy. “The' Staf‘ asser s that serict” Commzas‘on°i

oo

adherence %o such a’ polzcy wou*d c’ea 1y 519531 gas proddéevs tha..maﬂ
tncreased sales to the’ Ca” ‘ornia .ndustr~31 market w111 result onﬁ

‘.-- -~

1£° the bfoducers reduce” we;lbead ‘arices to- competitive Ieve‘s.
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L PURN’ and” SoCal’ oppose’ adoption a3t ths” time. 'of the: staff ":7C
proposal; stating’that: it-lacks® sufficient detailr to permitiany 777 "7
comprehensive response. : TURN- states” that ftiwillivigorously: oppose
any attempt to retu-n.to ap‘a 1o¢oted cost &£ service concept. While
accepting staff'é anoiyszs.o helneed ‘o*ve :ale deﬁzgn polzcy that
allows reflecti on of changes in the cost‘o- gas in- industr.a*
customers” rates, TURV suggeéts an equal percen* ge o: equal cents

per thernm rate pol:.cy w:.l adequa ...ely ach eve t"zat goa’l' Eor~ the near .

A Bl

4

term. TURN a;so expr esses coaco_u_th an. exped ed o Zset proceecing
such as the sorzng CAM may-not: be<an: app*opr ate ‘o*um‘ﬁ:*f“
consicering, such 2. ﬁajor cbengehzn rate deszgn pol;cv ”~;%RN suggest
that this chonge be cons*de:ed in SoCal's next general rate-case.
SoCalfcommehdSﬂthe'staff’s efforsiin: develoozwg .tstproposat, bu.

asks = Commission to  reserverits-capproval unili - he~means-ands <. -
results® of” implement ing the: polzcy have: heen: discusse@‘ando£ulgy"“”

-
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We, wel_tcome the ,publ:.c stafl's Iong-run ratedesdgn proposal
2s 2 thoughtful and. timely .:esponse toithe Cramatic «changes that are ™
occurring in tbe natural §as ,industry.f- We -share ourstaffrs desires . -
to move away fr&m tbo complexities. of targeted: 4ndostrialdn ravesits ©07

Vs A e A

1inked Lo altemative ,*ue ,,przc:es- - We, a_sc» recognize:. the: -m:por’tance-

"",.,.,., ...».Ar,-.'ea

of sendmg gas produ:ers 2. st:ong..s gnal back. fLrom: the burnertip,- £o°

theﬂ effecb that ges sales Wil.a. increase only«if. producers: redncevo‘r—-‘-?'

'—tAa

-naintazn t:he cost of gas.at, .competitive levels.. :Finally:weware? 3¢
a:tracted z:o the idea 0..,1:Lnk:.ng all rates, &8cross the: boa:d”'tw t"ze

# /w.-..

cost’ o.. gas, .m order £o, provzde,all gas-¢consumers with! .he‘i'po-tent*'

AR

bene‘:.ts of expanded conpezition,among gas.pipe l:nes anes produce:'s.

We no.e tha Jwe are taking 2.significant-step:in: :hat direction it it

L

today, m both,.his case and :the=PGSE GAC, by al locating the =T 7t

by -

sxgu"zcant rate reductionw.o -all customer:classes:-on an«equa"'ceﬁts~
per thern, baszs, .as. proposed,by TURN. oo moivsrs wn [l e (omtom

P \ -
LRI

s dowever, we will not .approve the staffs proposal ot thigt- 7
time. " Al thyouéh the .concept 15 .2ppealing, we 80 Not WwanNT to commitI LT
ourseives 2o the pat‘a ~PEOPOSEd by. staff without .some assurance that a "
fair anc’. réasénab"e 2llocation of supplier and gistributor: ,“*ocec" B

e

costs, a c-ucial elemenr. _..m-.he STEL proposal,: can ace u.aily‘« berl frmmit

e o

a c‘-neved - We sha re. tlxe. Lconcerns. of PG&E ‘and, TURN: thax’ the: 'd‘eta ilist o=

..hls a"I loca tzon s‘aou"d be. s.udxed Defore: the- concept is approved £
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s:uz Morenl importantly;, ‘the expedlted time f éhe oh tﬁzﬂ

proceedﬂng 2ig- not :aXlow ‘consideration of the ‘sta proposa -
alongside -other ‘options for ‘respondi ‘ng’ o tho“undamen.a c“anges “in

~ o
- -

)
- oW

-— T T R R et

the gas..industry.c:We™ have been conduc*:ng'an .nves 1gatzon iato

~

'..- -

allowingocarriagerof  customer~owned gas*with.n ‘California (BII-84;04-
079) ., A: number off parties: to that proteeding urge 05 ko 2110w V- e
intrastate-gas: carriage’,’ both a5 an’2al rernative ro ta%g}é}é r&igs c°f
keeping. low priority:customers on:the" gasvsyftem, athigﬁaragy-gg'ﬁ‘”*

e --«rv-"‘“ -

promote-competition atsthe wellheach, " Our” sta~-,'wb*ch origzﬁally T

' . A "/‘ -“"
supported-carriage, now—prefers-{ts long’range” *a,e des*gn proposa
and urgessus:tordelayapproving carriage-antii”™ The Cympact of the "

-y - sl

proposed:long~tern . rate.design fs feltiand’gas- pfoducers begin o
reduce prices Sorrall customerst (Staff Brié€; PG&E CAC A 842-0°-O§7,

P-38=39),.--Untik cthen; iStafs~fesrs thaticarridgé-wolla’segment "the”
""‘!t’" —n‘-u.n.a- ‘-:«'\57

market, and allow carriage users -to-Siphon of€f Tow Cost” gas, ‘thus

l“‘“

e

Sl

raising the average cos’:df>ga%'tofﬁﬁéiaistrrbu orfs® cap Ve core
_“,_ . [ oata

customers. -Because scarriage is’a digEl inét arter na*ive to “the ” s ,f
:atendes&qnquoposakuxwexpre;e~-tohgave-dV*”4’teresééd patuzes,
R R n.-r

especially xhose i 0L ' ”ty'to ada'éss .he
common .ssueg:ra;sed:by:bothiaaternat ves, or to—p*opose“urthe';"

. - ~~:~—-’-— N T
options.:: Tor this reason we divect sca‘*'- ;o*mula te exped*‘"ous1
- e m = "

a provesal: for: how we:may: consider theseﬂ issues, “oH T Tt

P

Tl

B. Short-Term Ra%te Desien

As was mentioned earlier some element of virtually e#e;y
rate schedule was contested. Before embarking upon the task of
distribeting the $114 million reduction, we will first work from some
general orinciples down to the specific rate schedules.

1. Residential Rate Structure

The issues contained Iin this area relate £o <the
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| . Baseline |
The Baseline Act amepds:Public Utilities Code § 739 and
requires . theMComm‘ssian to establish a basel‘ne quaatity of gas which
is- necessary~.a supply a sfgaﬁffcant por “on of the req;onahle energy
~Heeds s tHe Average res{dential Cistamer T AppIit T I A
;necommezda:ians::egazdingéchangeSJLnsliteb&ne-a:louanbes;ﬁéﬁéisé}#ﬁEkE
esply with the Baseline Act were presented in the 1985 general-rqte
case, <Alau-oz-2s).ﬂ,m ve hecemeng painisanum .ﬁnv |

[ w ’ - \.,_,, [ R

‘ ) LA
olbek: mnw.,n&” vy - -
L o S L O, Faw +

Subsequenc ©5 completion of heari ngs iq tha* VAR
proceed,ns, the Assembly_pa*sed Resolution No. 58 %o ma*e clea*ly

'L.\.w-. ‘..uL..' e

te iws incent towardachenbasel ne prag*am. Base ine allowances,
as now dezined in the *eso*u‘*an, are 2 be‘m.am SO *ﬂ.soﬁ of averagﬂ

b - N -

reside*t*ﬁf’consump n during spri ng,,summer, and fall asé froc 60

PR A.H--'—‘ - CRA

o 70% ¢ ng w_nter. Any _nc*éase in cost resul:ing Trom the change
fron li’erfne to baseline -s 20t Lo exceed 5,. The base;ine :

~

allowan ce* proposed by appr cants in A. 8&-02-25 meet all of the -

resolution -standards. except for the 5% limi :; ‘Which is exceéded‘fa
clizate zones 2 and¢3__nrw**tenrmo::hs‘;-Taycah*eCu chis prodlex:
appl‘cants recozmend that .the Ddaseline quanti ty for zones 2 and 3 bHe
set at he,saue p*opa*”fﬁddf“&hadge n“basér*me quantity recogmended

for zome 1. 20th stall d SoCa¢ recono ewded, 2 A.84-02-25 thav.
revision from €1 therzms .o 72 eras for ane‘1 Wwas necessary duriz

T
w50

. s [P L
winter zonths <o camp y with the Baseline Act. This is a ,ducy-
e P e e T B C p
284119 " a*monchl wf nter ‘alTowance: " Appiy**g this“redae ion O zozes
o

2 a%¢ *3 rwoklel p*bducnfthéqﬁfﬁfer“arlowances shown “45 ‘e TESTTSwtas -

LTI )

cable- | - Lomscoae
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e ; o ; i :::Z:a:;a LI nnInZIiIRGgusted TWith e
e s e ‘,Bis:e,.:me LProposed . . . ;%% Reduction from :
Present Tifeline in A.84=02-25" T Present Lifeline

- - o . N .
M e L P U ORI ST WYl W e e el Uy

Zone l,,Zone 2 Zone 3 Zone 1. 2Zone 21$20ne,.,,203e~1 .Zone 2, ~ZOne~3

It oY 06e: TLiY4rnr ool Tzznﬁcsﬂnseﬁew I03 wrnoloml unl 9 lw u‘;zgnu

I/ .
ey "\f" "P . AR
Woe 4 d-J-r

with this adjustment, the quantities proposed by SoCa’“éEe reasonab’

.
[P ) [ R P .,.. ,...‘.’,.-.I el ke - ..".,-4.-’,)

. and wl’l be agopted‘. e ) B e e o U0 s e

X nn,- LT S e ] M R
- L

: - P I .(Av"
e om o P LAY ! . o r

Adocted"“““'”” Proposed
mmawn il amilamnl yTmonnIan ﬁ::;'u?’oposed.uwu: :&ggewlﬂe
CWLmate - wex .. --Present . . Bayseline ez Staﬁ‘_ o
CoreroT ‘*Lffe*ine - - 55% ne

verage Aggfegate‘Consumpt:on = "Summer

4-,':~.,mr--l e i

» -
- "o
L4 . .
. -y rn oy T
[TV AN

o~ - * R e o,
A LTI W L
. &

0w oo -
-~ 1)
- .,.44-.-. P

. 22nﬁﬁﬂ“--.

ul-du o s M e
ahp.ﬁﬁ~h25,u-“-
L N e R ot

’3170%-ogaAverage-Acg'eg&te“CdnSUmp-~on*- Winter nenor Il

L . - LR

oo

ry s T - " ", 5 Lo FORESS 4 f - A,_‘A
W V- . ﬁr an . . v Y el o -70-%- R
- "7 . C . o = .
e ‘r--'«.uh - . e ]
81

- L

[

75

- an . TV -

I ..I°3 _,

R "
o

-

P T T e ,‘ "~ PO PP - - W om mue
L N - . Ll L R N . L

)vw,w o -ma_The quaﬁ: , 'esu--_ia :a.less.

4 - Sl _....u 10wl -

“he SoCal-proposed g ant ties wzl’-be

v e T w - - -

ad°Pted- ' o aieldnz
We turn now to the question o0f computation o0f the first-

tier vate. The specific issue i1s whether the customer charge revenue

shoulé be included when calculating the discount Saseline rate which

is to be 15% to 25% below the system zverage rate.
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Vo e '_-, Anv». B VI [P R w- . Lol e b .

om e . TURN _argues, for. incluszcn of the customer.charge. | -
revenues.when. cal cu,ating the base’;ne rate,and sta

recommendg ;ts

P . -»-—4‘--‘#"--
exclusion. . DIUMGRnLE L LLIVEME LF GRROAG memEInUL s SZiw Anusse "m oo
v I T JERv . - .':" W o e Nt B ud Lo PR LN I U P e

While we believe that the int tent of baseline xs R

a“ordrp{o ection from the. .ull zmpact of.rate. increases for at 1eas*

o A o

50% of the, reszdential consumpzion we._do-not :elieve that, this, . ... -

b R N R

,,,,, *n ;hiaJ
decisioa we have adopted a cus.oggr.gharge based on - certa;n cuszomerﬁﬁ

related .expenses, ucb as billing anc . meter read‘cg Wztha_ﬁ‘s type.. -

- *
e

of cust tomer.. charge and-.he,basg;}pe ra:e sez.15% .o 2532 below ,he,.ﬁn

P i~ -lv’r&«

systenm average. ra-e *eszdentzal customers.are. provided adeguate. .

,J---.
protection from -he £ull ;mpact§ o‘ rate increases, onh.bezr bas.c
BS3G@e- r: c-irniue mdr oo omoozmLzoe :::::;": ThotzoenT

.. The next, log,cal issue is 1if_there.should be. 2, cus tomer,

charge ane If. so, at.what, level.. SOCal recompends that

"""‘k.‘-"' Y v 4-4--:- ”

charge .be.v.1.,z'w.z.ne,aSe.-c!,:w

he cus ome,,;

LV )

rom. ube ,Present.$3.20 £0.56.45.__ SoCal. argues

© e e e P ) e Nt

4 A e . udn—wv-

REIVEROE g

QCCAY serv,ce a CUutOHe-u-S,ﬁh

R RV " [ e

$10.23. ang. that, ~he .present, 33.¢O cha*ge was £z:sb es:ab;:shed in, .

...... - s e 4,‘--'..-v-.'

that the embedded cost‘?, ;erv “ce. 0. di

PPN A-..yu.a Yar et e

SR e e

.\ .

N N o~ n PR A o . e o T e [ S By imoe, T e M e
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1677. SaCal’ a’sa attempis tS show *ha*‘ cus.omer char ge prav‘dez
for revenie stability” ~$5Cal alsd’ argues’ that’ residenvlal”rates  ares’”
kigh enough with 2 customer charge to prov‘de 3 comservation®’ AoLiL T
incentive ML TN Ma Imeenmy wrr rerin ol -

RS *URN AStes’ that SoCals
allocated-¢dst dF sarvice standard‘
t.mes.J"But‘even“w‘“hin“tnis*' af~"e ?e*ce“”URV'
present-$3. 10 Wevel res tdentfal custome*S'a*e pay*ng“
percentage 32" vhe al oca ved &5st7of’ se*v ce-custoner-es &ES“S?“e%ér -
customer é_as* 5a-the system. ‘oCRN 2l so shows” that the
stabilizat .on° aupec*-“*esu vs-in” an;y 2 5% 1xpact’ A«sa,‘
payment”plan- edntribuths’ 13" revente  5tabil¥iy,- -t S

The staf propases reteasion of the ext sting $3.10° "7

cﬁ%iS&é“achaiéef:; %Hff tness-Ferrars does “a“‘“e jgég.the
company”s 5% a’loca 1on” udy, "bet rather- stgEests fhas-a SO0 CTIONT
resideatial” cus.ome- crarg e shoubd befmidentifie d'as rccave fag T

specific”cosss assdciated with’ cus:bme* servi 1ces’ suen 28 pELLLRE T
postaéé,iandimeter“read g‘"" Only“var‘ b__, aa:-bf&pocke*“cas*sig';
would be imcluded uader staff's thedry, not fixed or sunk edsts.
Customer understanding and acceptance also play 2 :ajor role in-
staff's thinking on the issue. The stalfl concludes that the existing
$32.10 cus:oéer charge should be retaized.

TURN submits ¢ha+

if there is to be azy resident al
customer charge, staflf's approach is far superior Lo SoCal's.

would be more ecornomically appropriate ir such a charge were related
to the marginal cost of serving the customer eac“ ‘month. Staff's
ethod relies o1 2an average variable ¢ost rather “*an ma"g_:a’ ¢ost.
Still, in TURN's view, this is closer %o azn appropriate price than
the 2llocatisn of fixed c¢osts used by SoCal. :
We will acdopt the stalf recbhmendat;on. 2% appears

that there Iis godd customer acceptance of %She customer ¢harge at this
level which would prodably not be there 2%t Righer levels. In.

-
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addition .there appears . to-de.a: 1good possIiDILIty "of themeed .o &
custoner=-type change in-the  staflns: long—range~fa«e'pol-cy-~dﬂe:¢LL;
prefer not ;to-eliminate the customer chargeca*,thgs:t;mq:zﬂm:he:ec&s

any probability-of relfastituting-it in the pean - -future..; ~rosz:l_ .

e (U

e

= 17 rooz-The«mext residentizl irate .structure “ssue<is the muzber
of tiers.:: In:therspring CkM,3SoCaLﬁpréposed‘a:twa::ﬁe* rate ooz T
structure td be consistent with PG&E's .two-tUieristructure iz :morthern
California. The staff alsd proposes a two-tier s‘*ucvu.-. TURN alsd
supports a two-tier structure Ior rate simpplificatiosn. N5 osther
party contested this issue. We will adopt the two-tier structure at
this tize. Although it would seex logical to await implementation o7
baseline in May, we believe that it is more appropriate to-change4
structure when there is a rate reductisn assured. , |
The last residential rate design isSue is whether or
feline/baseline éllowances,shauld be extencded tO resicential
The staff nas proposed the extension on the saze terms and
tions as are applicable iz PG&S tariffs. |
SaoCal opposes extending baselize allowances 9.
residential hotels iz the manzer that PG&Z has. PGEE's tariff coes
extend the baselize allowasce to sizilar establishments such as

nt homes and darmitories. Mare-subs:anzively, nowever, th
to hotels and other establishments watid bevextremely
to moritor and administer. The record inm whis case dic
nvestigate the administrative Durden that would De created by
extencing the daseline allocation o res idents l hotels aad similar
types of iastitutions. SoCal believes that the Commiss;on s suld
issue an CII o address the problem.

We will adopt the staff recozmendadd ion. We have 2ot
been macde aware o any difficult administrative prbblem in extending
these rate in northera Califoraia. We delieve that similarly
situated customers shsuld be treated in a like manner. '
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Implementation of the baseline allowances on May 1, 1985 will -
shift an estimated 131,723,000 therms from Tier I to Tier II;

this will create :a "$37,.687 000 revenue ‘*inc’rea'se: “based on“the f'»adopt‘*ed"
sales “for .thisCAM ‘period. -Tooffset this increase iwe will-adfuses
the -residential rates on May Xy I985s the: baseline rate w:.;.Iffbe Lo
41.S¢/':.hezmv andthe ‘non-baseline rate will- be 78I1lé¢/therm.CrThis Vs
‘sets ‘the:baseline rate tat~77.64% :0f .the "SAR(PU :Code ~Section 739 (c)
sets the ‘rate at75%to 85%lof~the SAR) «aad ’etams“"he..:es.den""
‘Tevenues -at ctheradopted Tevel. ¢ 'IL1T niiw Iaxc

- 3
- o

-
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' st '*2. ‘Whalesale’ Capac*ty “Charges FREERLTIT TEest

. ‘..4'
b~ ’

ae Iy -

WhoIesaIe capacity cha*ges4we“e p*oposed by SoCaT ~un ch

s D g e gy ~

contained the “parcent af adopred” garg*n 2 be assigned £3 SDGEE “and

the ‘City~of Long ‘Beach as’ aﬁéﬁélméapac ty- chér;éé. TﬁémﬁrgﬁgséE‘ Bons
-caPaCityuéﬁarse 'actorS“;ar SDG&V ‘ana” the ciey arLoang® Béach“*bf:ﬁ £
respectively; are 2.0887% and 0676657 9r "rotal" margin.':;ﬁése WK

capaci y"charge fac’éfg'ﬁe*e déve;sﬁgd Usiag the Base  Suppiy- an&'ySE&:
Equat*:n (BS&lE) &5s8”ari oca -<onz "hadaTagy.“”Doééléﬁiéﬁ;“m"én B '
anngal” perceqtage ar marg-ﬁ re gu*eﬁ"*e ng- the'’ “S&LE cos’*snudy

-
,...,.H., ‘..,.‘-),,..1“_.\‘ ..,-A.-,.. o b e e e Jz-f‘w

uethodalagy, was approved Iz thé Iast '"o “Solal’ gene*a* *aue case ~e

- I

decisions;” ‘and st ’*”supporté oh iéf;ééémmeﬁaén'bn: wheeh neither Loog
Beach mor San Diegs opposed” wiin this ag;ééﬁéﬁurﬁéé wiTt 5&53¢?€5é°f
SoCal proposal. ' o - rERLueioet
3. Sbor;-Le:Q'Ratéé LSRR e ST
ith most ratesst ﬁéé' éviséuéségémuled, we will now
tura £o sur specif: vrave*pol‘cy ’o thisccase.--0ur present rate
. policy is contained the“abdove ¢isenssisn” egfa*dihg ag-terz p:u.icy.

B i) -~ e

o
.Because the staf¥*s propasal 1zt ribthesit fromt Sur’y presenw policy, w
will ciscuss.. ,ufirst, ,ake_stall'’s prop aval ez ta-~ the followin
recozmendations: - c:o:

VIR

l\

LR

Ter At not-appropriate that some:sratesthe
iacreased when dthers are decreased.

2_:;Pat»~targeting is: undesirable‘:w-; .
’ 3. Targe: rate” ’o.‘wa e puup-ng‘is‘“
cmoironn Lollapprdprdatec ol Llwon Jannslemoonn ent
o ke Target raterfor-enhanced il pradnCtion: vl LT
- _,,Hﬂw*svapp*op*‘_te. o

~ -

o emn .. .5. _Targe:. ra*e ’o*w aod pracessin m_s no* P
- P w w o - ,a.,-apprapr av-‘., - :. .-.-...._- ..-\ - - Lt ..—-.u.«. ..__’...‘..A.s...—.'...
RS T g-YET ¥5.0 6 2ltebnate Tuel” eustoferstRBEiat TRT-T T
face the saze rate. {Indexec No. 6.umszuzems oiv o
lnmrres _~“aff.)h iESIn oruom o waD o monot wram AT
s e oo Jea Mag nua,n'GN 5.rates, 3% presen tAlevels.ﬁ P .
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These recommendati .ons lead o rates in which all No. 6

-

ale erna e. rates are. ’owe-ed vo"be equaﬁ .9 the GV-S“%aue (36 329) and

e e

the . spec_al GN= 3u and GN-& *a es’ a*e pha ed ous .Staff recommezds.. ..

PN PRI - --‘J \‘--fh-‘ . o * ..‘..,-_.—._.". ~ wn ey ,..‘- -bu-'k o

tkat vbe EOR_ race be set a. 38¢.ﬁ *h-s .eatire. set o.-.ecomme cas iloas
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i3 condit ioned. an“ he. use o. a ~12-month.az ozt~zation which, wou-d,ﬁ,,,,

A e ».Jv-.ru./- ..'cnn. Vom e e oD

allow some m_nor -educ oqz .nﬁ.he emain_ng,*esident al and
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commerc_a’ "a.es.“, af: bas .29 consis:ent‘theore Lecal ba foﬁﬂ

e
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these zecommenda ioes, bu. 'ee .ha.m néustrial rat es ar .29 5-gh ,

P g ., '-/--',.‘-a -'..-.. R . N R VI P RSV, ZRUanie P pegv ~..zu

e. g-ve “he, incenti . vhat 19 wer, gas.prices.

ok b b

wil’ ;esy- in -awe* *ndustria’ _rates aqd .he*e *sre. g*ea,e* sale Se.. .

s P . -\I"ifllfkl\/ [T e Lol LD

cmel mese e SaCa"s p*oposa_ ess nti -ly cont nues our presenst..

va o R . - o m e e vt

pol‘cy with some f‘*e_:un-“ .. The. ne..un-ng is accompls

[ PO Ao e

‘ol.ow-n

N e s

ey
[T -~~\a-—.y.¢ ‘-',‘-.u-—

T. Lower the index bases 57._ rnate fuel
gustomers to be somewha:llouer' nothes
.« .irangezdfnfuel oilipricesiiin rzizm nIIW

- Bring thelcommercialiaverage: rate.closer .
.~..a e residenti -,ave*age TaLe. L ..:i-n.
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- 3. nLe £o0¢.  PTICLessOr *a.es at pnese

(
-—‘— v et e T -

leve

AR Coﬁ:inue“:he -GN lS‘(UEGDP*ateo at” presest
levels. :::1;-:,
TL5. rAdopria GN-21: TiShe/Th fortuwater
. 2penpi ng. e :,a.r: f, WonmTmELAAnZ
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The thesretical basis under;yizg**‘eﬂSoCa’ propasal is
the.sanezas underlies: our.presezt pdl cy. .Zhe primary
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deviation is that SoCa’ proposes the -owe*‘*g > a..e.n te Tuel
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‘resultedin'rates ‘that bear a:reasonable Yelationship:tolionel . w curn:

another..: Therefore; an equal.cents per therm: or:equals percentage s v

reduction Iis mosy :appropria!té;‘;»f In TURN"svwview continuation ol our:r:
presentpolicy would lead to:'greater residential-reductions:but T -

agrees: thart a signal must be sent .To .producers..: Fimlly,rmmbargnes
that an equal cents per therm adjustment for future increases-and:. ;.-
decreases would-be a)proper: transition until..we-complete a:long~tarm

rate design -examination as: proposed: by -the staffl:: Withitoralisales:m
0£:9,44l, 843 Mtherns: .and. & total -rate: reduction of ,abo-ut- $1,14’ f.n:'x,lli'on_,:;

application:of TURNTS methodology, would produce about. . lcjther:m.
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Hriv L uTQMAtiproposes: furtherreductions:£or the- industrialx:
customers ‘than proposed. by:$Lati-r The University. .oL; Caj;l-f_oma..s T

Pt

supports the staff proposal particularly afs:z'.?._t relaxes:tosthes sintoms

reduction of-the «N=34&rate ;to .the level: of the :other- No.: b6 Luel-0il:
alternate. rates..” Other representatives. of various-agricultural: sxur lx
customers and waterd fistricis 'support Lhe new -speciallw a.erpmpc.ng._, e
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put zforth by Kimberly-Clark:and::Simpson :Paper Company.:. Kz.mberly BTeE
Clark sees-a problem:in.our Tate design in vthat we ‘only: ecognme EWOr

‘types of-alternate fuel ol ki~ Nool.2 and:Nou.:6.. 1 TheSe. Customers: ate~-

disaydvantaged ‘inthat thezintermediatefuels are less-than the-pricer:
rate schedules with xthe.'result .that ‘these customers are forced o o .-
leave SoCal's system. Kimberly-Clark recommencs) .that weadope: =< :

“a mewsirate ‘schedule fo recognize: :the: bu.hn..ng ~ofza ol «encl ok .fuel oils
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Discussion

No party has . shown any major defects in our preseq" oo"*cy
with the excepticn that-it fails to send a‘proper price:signal to gas
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producers. We agree with TURN that an equal cents per therm change in
rates will;maintainpresent. relationships while sending: the. message..to
producers. that: changes: in-the: cost 05 gas. will e shamed ov- all:q~zc~/
customers. ~3Based: onthese concepts we will, adoptrmates:chat provide.-
that. Tesidertial.: icommercial,iand industrizl iclasses,; on the! whole,: —w~' PN
share: equally, in’ thel current reduction by -an equall cents 'pe:.t ghem s
weduc‘-:,on:.c‘_::fa‘::”: HATLILL rel o sonmoauibn oewodr v

eI =ThL Within the'dnduserial ‘class: the G\?—:&?/Az', GN- 36/46 e R T

GN=5,. G=COZ, v EN=6,~ EN~T,  and rammoniy rates, will: e afforded: slichtlyv.
different ‘“reatmens.l T Parenthetically, weinote thatall rc-u.ﬁto::'.e:'s.. on e
indexed rates will wwontinue: o gain a/benefit as the” Ol L market: Lo ¢
tinves wo soften. The benefit is reflected in a reduced cor.t::z.but..on-
L0 margins which must later e picked ap by othercustomers. Wi vhizn
this class:there’ presently -exist..certain. special:low: indexed xates =2
Ammozia Producer, GN-S, GN-6 angd GN~7."~ These Tates aTe either set =)'s)
statute Or are-indexed ‘based at the -lowest zeasonadle level o the ~o~
alternate: fuel prices.: ! While we Tecognize: that the GN-5:4s; indexed [
independently,the Zoracast GN‘-‘S' wate:is used :.té' igenerate Ahe revente
reguirement. The rate tables that follow this discussion recognize .
that the GN-5 rave islicurrently. Gl ferent than the ’:afe; projected by
SoCal-and the stafffor both.“the present ang forecastrrates. - These-c
fore theGX-6a and GN-6D Tates will remaix :.mci'xazge'c":cwl':_:'.le ehe GN-3 7
rates: change ix a mimor Lashiomas 'shown -in Table 9. : . The :GN-5 episode
day. rate willi‘be set as rthe average wetail rate andwill reflect:the -
reduction. m G-COG rate Lo co-generators Wf..l;. ,c:cr*tz...t.e £0 De set at the
sanme level s the. GN-5.:rate cn:.average. ; The -Amnonia ;?:oduce:.;-::a,- 218
set by staztuteat »'T36‘.5¢/".:’::::f7 BRI e v B e gt latact
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Gl lelwithinthe icommercial tand iindustrialk c’-assns~ 8% :proposed
that ‘the “customer .charge Deincrezsed on/the same :basi-s-*asﬁ':he 05310, -
residential ‘customer.charge ~was recormended. 1 :SoCakralso recormended ~an
r.c:fea.sed customer c‘:.a::ge £or these customers hut nov.as ~’a..<;e as.: ~,:a‘ca....

We will acdopt the staff's recommendation as’ ‘ollows- npinalenin
VTLLY IIGN=ZTtand 34 - IS75 R FaGN=Lli= §20 g 27
SEDnT D ENSS LTI T uSSOO SroLlInl GNe2r=d $50rconye sz zia

This addixzioenal cu:.tome: charge revente, together with the .
adcitional revenue remaining in this class by nolding the special
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rate equal’ to ‘the” N5 ra.e. e similar ’as hion. these same
gui delineu would be applied for rate increaues. R
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;be sequence Zor’ es ab"shi g "ndus° al .a is as
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fo’lows.“:*he ndexed aﬁd upec-a‘ Gh 5} G\-S' V&é,'émd GN-? rases are’
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cdetermined an d a4e not e zinaril 'y ;Hé‘GN-BZ/L2 -a.es"'
are set at their ¢ ke GN~26/%6 and GN- 3 Tier 2 are "
5¢ less. The next step is 0 apply the c¢class average ra : e chaage

to the GN-32/52 and tke GN-34 aad CN=-36/46 rates either up or dowa.

I1f at this point there is excess revenue then these rates are lowerec
equally until the floor (CN-5 rate) is reached. Any additional
excess revenue is allocated %0 the residential and coﬁmercﬁal.'
customers. | | :

If, on the otzer hand, there is 2 revenue defi icieney, thenz
the GN-32/L2 rate is increased by the class average rate chahge with
the GN-36/L6 and GN-3L set 5¢ less. rFurt Ber revenue deficiency is
made up Dy raising the GN-3% and GN-36/46 rates until’ these rates are
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" SOUTHERN CALIFORNIA 3AS COMPANY
Comparison of Proposed Rates: ' .
NOVENSER 1784, CAN
. GeMONTH RMCRTTZATTIR

COMDTITY RATES IN &/THM
‘ PRESENT = SCCAL 0 AL
CLASS OF SERVICE —RATES.. L RATES: S RMES.CL
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As the previous table shows <iers two and t “avn been

set equa, to ~he~Gv-5 ;*dexed level. Under Qifferent cz—cumsta“ces the.

L a

W s et

wa "2y T

".4 vy
1;- Yo

second-blocn couTa be abou-a 5¢' béiow fhe initial block with _gh S LIRSS

v-.ﬁ- \-.J....w‘\ LW oa e .1 bndedd .::N
-7 - o

thirdiblock 2¢7Iess. mes..ollows ﬂhe:rates suggested by SoCal LY
appears reasonable.
2. GN=21 Waterpumping Rate LIETOUTNT - pInaTveas

b ]
J"-“-v--'- o -

e .;h.% rate . is Q—oposed by SoCal to be appl:cab’e Lo gas

— -..« -

engines used £omuwater and.'sewerage *ﬁﬁaﬁ.ng. The rate is suppossc,; ~o,
reféffF“he ex:;;gﬁce of q%%é}e engi ??:::fSoCal projects that this iEfff
vog};.:‘ce cost-effectivetovex a lS5-year;period. SoCal testifies.tl .,:‘:‘: 7‘5
waig:pumo ng by’gas engi nés*zs wo*e-e‘*&c~en than electric notors:d ﬁm_*
coiﬁafgd at .héu§;xht oégégge*at:oﬁt;TSta--, togezher SELQ‘Eﬁﬁgiiw'z‘:
walz;ﬁémpzng d* - ricts and“ag :cu’turaﬁ*use*s, supporssmhis '.ézg. -
Jd:f- vgégg genéizjfy oapog;g'gbec ial target 'a'”:ﬂgggvyébx';
sué%%J%s such“a"a.e even’tﬁough ‘*vwould not be cost-eifective .nw&éb
pe?iﬁézo_ -eé%ﬁiiZn 5 v ‘23£§. In lwgb: of the general suppo*”.‘o*‘ e

e Lt

this rate at 54¢/therm wish no opposition, we will adept the SoCal
proposed rate. '

3. Anmmonia Producer Rate BTG TATT We e (e e mm—

- v -','“‘Av W T W e

——a --Both CMA anc PG&E haye. taken exception %o the method

- s
"~ LAl [ P XY Lol - DA st T
= o 4 ﬁn -wa,.ﬂ -b ¥ -l

proposed by applicants <b:~establash-ng the ammonia produce“,a—-Qw,,q-

- wle

surchargé. Most of these concerns may be answered by reviewing
Section 741 of the Public Usilities Cole, which established the
scrcharge..

Section 741(b) states:

mreiine commission detérmines thet i

““d:ffe-encév n- revenues.collected by gas
corporations on natural gas sales to ammonis
producers...awd the revenues which the gas
corporations would otherwise ¢ollect on
natural gas sales to ammonia producers under
the rates in effect on December 31, 1983, is
an amount less than the total revenues which
gas corporations collect on najural ges sa’es
o ammonia producers, the commission shal

S48~
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establish a rate recovery mechanism by
placing 2 uniform surcharge on sales of
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natural gas to. ratepaye*s by eve*y gas ™"
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o e - g .,-,,...ﬁ..-. -o-,-.'r’ g -—,q-.»-u-tv

blended’ o ls - thos» bé“weén No." 2 and \o. 6 < 3re current 1y billeg-

o -,... o ,., wv,-,—‘

at the GN 32/42 ra.e whzch t“eo*etzca 1
standa—d oo 7 €6l 611, Since the :

LA e m

"1‘&"‘6"/* o -’[rﬂ'

1v reflects” the przc» of Tt

,.p.- ut', A R

c»ﬁo. the” intermedt faze’oils is”
less than'the ori ce‘o_* the” standate” ho‘cz ol 1,‘Eos;ome*5'us;ﬁénéhészhﬁ
0ils have been or are being lured inte using alt@rnoii;;ﬁ‘ue’ Lo e
;;*laodz.zon to setting exist B%rla*;s to reflect’

R s

a

e e T S LR Ty

-
o "“""‘-‘""v/‘

al:e:ﬂa ’bi; pr ces,_x nbe” y-Cla-k Ano S.mpson Paper have asked

e

the Comn ssiod’to es ablzsh an zp

=y o i

wou’d *eflec" she’ o*zce of the’ 'te'med-a.e o.ls ahd would”thus
VoA "‘"’.. » -‘/‘4‘ ': ‘,.,.“,. --.--:"w-“ o .“ D
ate raco baPA o' reta a ‘on :he cas syst e :hi ‘n ermed‘a.e et otlt

,-,.,— laf __,._.., - S g TR T et ]

a-net. de ag*ee. By aotempt.ng to Se. gas *at»s 05 211" industriat’”

customers a- their alternative’ .ue“"p*zces Tene  Commissiontean iR
es.&blxsﬁ an across-.ﬁe boa‘d‘app*oac“'to add*essiﬁg zﬁdustria’ fyel- -

ch dg. &tvCén also avofd‘o’essu*e to adop*‘add 1ona"'*a'ge'td"

g R indalles

rates. WRiYe e the Iong ;erm we’ recogn¥ “*Ha* as ra“es m. gt He -
9

“ e T i

set deﬁg alth na‘t

- r
',.Nl - e N

{ye bases, in .ﬁé short’ ~erw ﬁhe comm ss:on WY et

, YA R el -

able to *rea* cons s enﬁ*y*a”l customers facing the" p*eSSutes T Fent

-

" e -7 - I Y e N ot AP " . - . L i -
N e e v L T T __‘-'/ ’ ) AT o] - g s wT e " - .
S-ww"-c v - "‘ - A e I AR e B BLO WS RLS M. ._-C,
o wleisn




A.84=09-022 ALI/jt/iv/éE *

Rathet than crea e arngw ca.egory of service, however,

the Commission prefefs to ‘reces ne SoCal Gas'”exxst.ng categor es of

o4 = o T

service.w Ins.ead of bzlling custbme's using 1ﬁtermediate oils unde

oW o .

the. GN-32/42 schedule, the. Commiss‘on fznds that éhese customers

R

- than sl e r O T

should pe‘bzlled undér tne GV-36/46 schedu’e. This can be’

~ -~ e Rl T

v
e b o w T A S - whe

accomplzsbed bydchangzng the qualify 1g languége zn therGN-

e . -.-ul

4 achedules to. read "Vatura’ gas used in facil ztxes capable of

R Liw oa [» ool Aol S

burning on a hegula* basis,ﬁguel oil wz-h ay vzscos y hzgher than

-u-—ﬂ'-n——-

32.5 Saybol' Secoinds, Un.ve*s&l (SSJ) at, db ¢eg'ee and an American

r e AT

Petroleum, Inst tute gravi ty. oﬁﬁzz degrees_or lowe ,~Petroleum coxe, .

,_._.

....:h “he above requ::emen s nav#‘been set to re‘leCt :be poznz a.

RS Saes LI

which. custoﬁe 7S, us‘ng .nte:aedzabe oils have ac uall: ‘ue’ sw‘tched..
- . v’..'- - OC..\ [ oy

it rep*esents apprax.wa.ely a 60/&0 blend of,V6. /No. 6 ‘ual 611.

- A s s
Vomm - PR \ [ Vi _‘-u PEEE

“here are. severa advan.ages‘to .H

- - Ty, - . . - .
~ - N e ﬂ-o.\r‘ _/:-

approach. g irSt, custome s u;ing in.ermod.ate o s can e att'acted

-
e - a [P T (AR .l

back or -eta.ned on .He gaa systen wlthout adopt‘ﬂg a”new rate e

o, - -

v \.,!."r’u Iz

categorv.n Thzs avozds .He comp’exz:zes .nvo;ved _n se::ing ané

. e gl e "
L wLeLtE iz - DRI s o TIw

adm;n*s.e*ing 2, new rate.,,Also, cuscome:s us ;agy 1termed-a“e oils

oo

o e

who will qo‘.teturﬁ to_ th~ gds system at‘wh hl 2/4 ta will

. a

return ac, the, c:lx-zs/aé réze.,_,,."

S e e b e AT . -

'y -~ d ~, "o
e -~ . b3 LR o

T o Sang Nt -

A . s Tt
-~ Tmran ,"'" e ,.,-*

R Second, custome’s uszng :he .n.eraedxata ©ils are No. 6

oil price soﬂs sive. By openzng up the CV~36/46 schedule o, . _

- oo
Jq.,- .k .,.' -‘ -

customers. us.ng ‘nte'med.a,e oils, SoCal Gas, can av6 id the’ p-oblea of

af O ReaN

these, custone:.again ’eavxng“.He sysuem because théz* 'bled&ed‘:5§’

pri ce drops somewhere becween the nte-med ate aﬁd No. 6 oil -dée
[PV ._4,/ — - ., _ "" :‘. L ﬁ
Coamps

As demons,;qﬁpﬁqpy;pgyh‘x.nbe y-C’qu and binpaon Pape:, 2s
custome**-pggpge better ver sed_.n.q;,ng the .1te*med 25e, o .s, thqx_w

ingrease the: No.. 5 compognent o= :he X, Q;ls - thus ;owe*zmg thelﬁ.

-
Lol jaty Syt . -~ -4“...... -

ltexnaz,vn fue._p-;ce,. As_ vo. 5,08 “zs thn heavae* component of the

ey
. .

R
-

oils- currently. used bx.bot KAmb v—Cla*k aﬂd S.mpson Paper, -H-W L

S ..:-ti..-.. P

alternative, o;l price is a2 eady app*oach ﬂg the p'~ce ‘o* No. §

PR

4;- - - h -
D e w v -

R S - - e

0il. In fact, the rate we adopt today for ON- 36/46 servzce,

e e,
i e




- oo™ ‘n..‘ M .
; -u'.,

(. 48588 cents per thcba), is ;lxdst zde“.;caL to *he ;ntermediate

m-.‘ g-»,,‘.-. ...'..,, .- -‘IH (\. A‘- . ’6‘\

rate propcsed By Kimberly-Clark and s;ypson Papex.; Thus. it i
s :e a-lcwed to use

dad g N

"'vr-

(N

appropriate that intermedzate o_l customer
gas sybtem.j

.-.p\ -y-u

GV-36/46 -a ce if they are to‘be ret a_ned on uhe

RN LTS
PR o -

5.‘:§y-3 32b11cabgl~§v C;guse

e B

T e divected Sotal o examine “the GNI3’ applxcabzlity

-,,, -~

¢clause governing the rate f£or gas turbine in'D 84—04-117
~diu

Appl*carts exan;ned this ap;lzcao*lzty crause*and‘:gébmnend

ot .,4.,..,. A-g,--»- -~ - ,M-'\—n.'-v“’h - ")

’ﬂ;de -3 the exis ﬁnq lan age. CHaqglnq the rat te.

‘Ht "’ Wy R ‘,.-
- A -

~ u\f wea PRI - e -

-

- e
-

N
PRV

vy

W '

* oy

gy M
e




A.84-09=022 ALJ/Jt

turbine use from the GN-5 level o the GN-32 level will re;ul
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the price of fuel 94l. The index base is at the 15w end 5% the You
price range. There is no need £5 change this rate a% this time. The
episode day‘rate is set a%t the average retall rate. There was nd%
sufficient record evideance to warrant a chasge o7 this standard. 7The
rate will be changed t0 reflect the reduced average retall rate.
T. GN-6 Rates . o

Applicants kave proposed the contianuatisn of the GN~6
rate schedules for £00d processors. These rates were first proposed
in the May 1984 CAM because £02¢ processors were ideatified as a
group with a Ristory of significant fuel switehing, and‘one which
would produce izncreased econsmic benefiis to she e:tire gas systezn L7
a lower rate could attract and Rold additional customers. Iz the May
1984 CAM we adopted the proposed rate of Lig/sh far £95¢ processors
located osutsice the South Coast Alr Qualisty Management =strict

e

(SCAQMD) amd 48¢/th for those located imside the district. ‘::ﬁe
difference Detweez the twd rates is based 92 a ciff erence da the
alternate fuel prices availadble to F22¢ processors ia -de and sutside
the SCAQMD. These rates are To continzue iz effecﬁ'un:il discontinuec
or 2odified by order 57 the Commission, under Resslution G-2605
(November 7, 7984).

' tafl recommends the elimination 9f end-use rates dased
upon the premise that all No. 6 fuel 21l gas rates will be 1owered
significantly. We have not reduced the GN-25/L46 rates as low as
recammended by staff.
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. Cost o7 transporting gas;
. Prices of alternate fuels; azd
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Uncer these criteria, the GN-7 rate as calculated by
SsCal would be set imisial y at 38e/tk. This rate is likely to
capture significant vo: in the ZCR zarket. A 28.3¢ rate wouléd
reflect a 5S¢ ecdnomic benefisc over the applicansts' avaidadble ¢ast of
gas during the forecast peridd.
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'ConéluSions-of'Law

1. The rates set forth irn Appendix 2 are just arnd reasonadle
for the period these rates will be in effect. ,

2. 7The application:toyredrce rates:should be granted 4o the
extent proviced in the above Findings.
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Conclusions of Law
1. The rates set forth: intgnpqnﬁix 2 are Jjust and reasonable
for the period these rates will be in effect. ,
2. The applicaticoz:toyreduce rates:should be granted to the
tent provicded in the above rindings.
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CLASS OF SERVICE
RESIDENTIAL -

Lifeline (Tier I) L5465
Nonlifelime (Tier ID 74 074>

OJH‘E‘RCI.AI.DEUS'I‘RIAL

GN=1 ' o _ 69.742:
=24 : 69.742
&-28 62.140
G-CG 48.235
RN-32/42 : 53.588
GN=-36/46 . 48,588
Q%34 First S00 o= 760 48,588
~  Over 1500 MIE- ol 146,303
Amnonia Procucers _ 36.500
Q=21 - 54.000
GN=G4. . | 48.000
GN=63 ' 4 000
N7 38.000

ELZCIRIC UTILITY GENERATION

Q-5 Nen~Episode Day 46,219 46.303
Q=5 Epz.sode Dav 56.868 55.421

WHOIEAL,

G-50 40.587 38423 586,667
G-61 8012 38.067. 1,986,583

*"':.e-ImtetooeAlSca.nda.::e-L.-a:ecobe?R.lc:menbasel*xe
quantities are implementad om May 1, 198S.

* Charge for :egz..la- schecule applies.

oo The armmeal charge is: G-603.:S7040000 - and G-61 at $23,839,000.

| . . (END OF APENDIX 23)
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VICTOR CALVQ, Commissioner, coneurring.

Wnile I join the majority's opinion in this matter, I am
filing this concurring opinion to express my coacerns regarding the
majority's treatment of the residential baseline rate.

The lifeline concept was designed to ensure the
affordability of gas and electric energy to residential customers.
However, lifeline quantities, originally contemplated to be the
minimum level of consumption necessary %o maintain a houseﬁold,
became the target of intense debate in rate proceedings. Those
quantities were ultimately complicated by climate zone design and
redesigns, specific appliancé allowances, hardsbip allowances, and
other special considerations ad iafinitum. Baseline was adopted as a
simplification of the old, cumbersome lifeline system bdut was
supposed to retain the affordadbility and rate equity aspects of
lifeline.

The "baseline"; or Tier I residential, rate must, pursuant
to the terms of Public Utilities Code Section 739(¢) and subject %o
linited exceptions, be fixed "...at a differential of from 15 to 25
percent below the system average rabe.” The residential customers of
Southern California Gas Company (SoCalGas) have for some time been
paying a monthly customer charge of $3.10. While that charge has
always been included in setting the differential between the now
defunct lifeline rate and the system average rate, the majority today
excludes that charge in setting the baseline rate differential. I am
concerned that this action may have ramifications which could
undermine the whole lifeline-baseline'concept.




Our action subjects residential customers to{;ate
-exploitation should utilities or this Commission manipulate the level
of the customer charge. Toward Urility Rate Normalizaticn (TURN)
(and Commissioner Grew tarcugh her dissent) finds this possidility so
onerous that it argued that the method comstitutes a violation of the
spirit of tne baseline leglislation. However, I ¢o not see this as a
matter of law but one of policy. The important aspect of today's
decision is that it ‘does take speclal care to protect the lifeline-
baseline concept. I therefore join the majority on this issue. On
the other hand, although the adopted rate design preserves and
implements the equitable eatitlements of the residential class to its
fair share of the rate decrease we today order and, more _mportantly,
further preserves a rational relationship between the old lifeline
rate structure and the new baseline rate design, it doeslplace the
lifeline-baseline concept in some jeopardy and resideztial ratepayers
at risk in future proceedings. In this regard, TURN and-I agree.

Obviously, TURN's fear, which I share, is tbat..uture
Commission actions will not demonstrate the care or continue the
protections embodied in today's order. Our order lays the foundation
for mischief and abuse should SoCalGas next seek precipitous
increases in the residential customer charge which, by our orcer,
would not necessarily be offset by changes in the residential first
tier rate. I am filing this separate opinion in order to advise the
parties who follow our proceedings that I will not tolerate any
attempts to use today's precedent to undermine the baseline coneept.
If applications to increase existing residential customer charges or
to implégent new charges for those utilities which do not yet have
them proliferate, I will not support them and would otherwise
reconsider my vote in this matter.




Today's aétion is in my opinion reasonable but the

' potential for abuse of tne precedent is inherent in the decision.
Utilities should not consider the decision as an invitation %o
increase or implement customer charges. The order issued today does
not make this explicit and, therefore, I file this céncurring opinion
to advise parties as to my own opihion on the subject.

Wiy

VICTOR. CALVO
Commissioner

December 28, 1984
San Franeisco, California
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PRISCILLA €. GREW, Commissioner, Dissenting in paret:

1 dissent on the Issue of the daseline raze adopted by the majority.
According to California PU Code Section 739(c), the bdaseline rate is to be
set at between 757 to 857 of the system average rate (SAR). On page 40a of

this decision, the majority asserts that it "sets the baseline rate at 77.6% of
the SAR.”" |

At first glance, thig rate secms to meet the requirements of the Code. 3But
the majority made the calculazion by ignoring the customer ;harge of $3.10.
1f the cistomer charge is included in the calculatioﬁ; as we have always done
in sctting lifeline rates, the majority today has in’fac: set the baseline rate
at 90.5 percent of rhe SAR, in violation of the Code. In résponsz, the
majority claims that the Code does not specifically prohibit exclusion of the
customer charge im the calculation. But the majority ignores the plain fact

that every residential customer nevertheless must pay. the 53.10 custover
charge.

I agree with TURN and the ALJ in this case that inclusion of customer

charge revenues is cntirely appropriate in calculation of the baseline rates.
This has been our traditional practice for lifelime rate calculatfons. We have
had t£o set these rates for utilities with and without a customéf,chargc. The
legislation which changed lifeline to baseline did not direct us to change our

practice of including the customer charge in lifelinc/baselihe caleulations for
ratesetting. v

To ignore the customer charge in setting the baseline rate is to give the
utilities an imcentive to raise the customer charge in order to recover more
revenue from residential customers using small amounts of gas. Even in the
case of the §62.10 customer charge, the effect of the majority’s dccisioq is to
make small users subsidize the rates of Tier II users who consume more gas,
becasse 1t reduces rates for those large users. This contradicts the ‘intent
of the baseline legislation which is %o keep at least a baseiine minimum amount

of gas affordable to all residential ratepayers in California.




' I ' I would prefer to adopt the nlﬁernncivc proposed by ALJ Henderson, namely
to eliminate the customer charge and set Tier I rates at 85% of system
average. This produces a rate structure similar to that now in effect for

PGGE, and clearly meets the requirements and intent of the baseline

legislacion.

Do C. Sy~
PRISCILLA C. GREW, Commissioper

December 28, 1984
San Franeisco, California




