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- Decision 84-12-067 December 28, 1934 “;iﬁ}lqlu;" q

NIRRT
BEFORE THE PUBLIC UTILITIZS CO%M'SS;OV OF THE STATE OF CALIFORNIA &

Applicat on of PACIFIC GAS AND

ELECTRIC COMPANY Zor authority to

revise its gas rates and tariffs

effective Qctober 1, 1934, uzder the Appl‘catio1 84-03~067
Gas Adjustzent Clause. (Filed Auguse. 20, 19845

amended OJctober 1, 198L4)

(See Appendix A for appearances.)
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“u% Z4lByvthis fappa._ca-t...om Pacilic Gas Jand~ ecz;nj.c rCompa,ny T

o v e e w e

(PG&E) ~seeks:to-revisecits.naturaligas rates-under thexcas Adjustaent
Clause (GAC):-in-its tarififs.-..Anticipating :changes-ir the.price..of -..

-

gas from Canada azd E1 Paso Natural Gas Company (Zl-Paso) ia.the . ..

L

originalcfiling, PG&Z:proposed no changes.in .rat esfand 0. forego <he
Octobers1, 1984-GAC:$153.1 zillien:increase.. . o3 L

ulizen 2On Octcbe€’1ym193”;30&8 update g~qsaapplica.ion~suat Bg-
tzat i1ts Canadiaz gas supplier, Alberta and;Sogtgeg?dggqggobzgvg-,

had,prcposedﬁagmajon:pciceg:educzion iﬁathe -expocy price:for Canadia
gas, pursuant:to-guidelines:estadbli shed by-the Canadl an~governmentizt
. for development of:new;degot:a:edrpgices,;wh~ca&wouhdrdecr»asembas;::
costs: by: approximately-$176cmillion. oo, an.33nualized, basis. .I23.~ .- -

addition;-2l-Paso fiied.for-aq approxizate:S.

-~
o -

v WA e e st W b om oW

per ¥MBtu recductio

v-‘.w..«a rfv

3.
“in the-pricerof-.ifs: gav?~ef. ective.Qesoder.d, 1985 .»-Ehe,LQQagegﬁﬁ,:~

- A b

1ling Zncluded: adjusirents; to,the gas: requinesents 20¢-5a1es rinon -
estimates reflectizg, Schedule:No.;G-59. 2ad Scaedule.No.-G-55. sales.. -
The revesme:requivement:was.aciusted;to-include: updased-Gas, Cost. .. .-
Balance hccount (GC3A) data through Octobder 1,'1983377: 4,-~Mu;_%w..
The updated filing requests that GAC revenpe;-bv decreasedé
by $192.2 =41 *on-and~v 2t iheyrgo into-ef gcwlconcurrcn ¥ wita sne

L A R P
s

Liion. year. Iil.ng.,

-

and the $20.7 million _ncrease reques: dhphrsuaua,vo Docﬁsion,(D )

SL=09~089; for: the- Liguilfied. natural. gas. (LG, proceed_n3.~~.“» uet
effect o. uheseradjustmea.s.dou_d Le +0: Lecrease basara~e§;r:
approx*maqehf $i22.2 ""a*onm»
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At the request of the “adminfstrative law Jucdge (ALJ), 4n
late-filed Exhidbit 29 PGEE acjusted the $162.2 million £o7$2031.0:u:ry

e ot ' g

million “to ‘take ‘into adecount @ lrevision of .pricespald:dyyPG&E for

Cariforata 3&3 die to aiJuly ST, f"-‘vT-~982if--‘cs":fair.tg<-:-“'"'x:'-o:x:C::!’z-y“:::easz;v.-e"x':xe:z""“t'.¢:a’~""‘t
wet measuregert. m’hek.esu;t”*s ‘a.-net decrease el $73Tmillién Lnunll
lieu o£122.2%@4T1f0n. T7omm0s ©iT Irvliol tur? 1T zar sbonzl mewt

at et ARt e . o- PN ,".
o S

ST SECSCPublic Mearings weretheld In SancFrancisco ons0ctoderniSits

16, 17, 18, 22, 23, 24, andt25;°798L - The application-was submi:zedu
subjedt £ ffling of topening briess onlNovenber 12,1988 and reply
driefsdue November 27,7984, SInocll mellrin nrz anlibessl sl fnac

ey et UA S
b e, ™

R T

- . o S . e . o epn |
zvicdence and.utestizony werelpreseantedion-dehalfiofl?G&E,our
the“Cé&é*ss*bn?sté"ﬁQstéff)i ardiiiﬁﬁorderfotfpresEntat{on;:ﬁ;: LT

b

California Gas” Prodicers-Association®(Gas’ Producers); ElrPaso;,~::. "1

California‘League*of*Food“Prcéeésobs4(CLF?9:fCaliforniaawahufaCburers?
AsSociation (CMAY, United"States”Sorax and”Chemical Corporation<ilil:
(Sorax)s Owems=I1lirnols,- Inei’®at group’ of: cogenerators’ {Department of
General Services of the State”of Califoraial’ I-xdependhn*“ Powar -ri.lh .

Pl L

Corporation;~Internat‘onai °bwe*¢*@chﬁologyg Ine.h” S‘mpson:’%per

o,
ke

Compaty’;- and- Uaiverss: y~o’—Ca1 foﬁn a),~a*dw*oward vt"“*yﬁﬁazbﬁf et

et e o

Norzmalization (TURN%Z‘ : L LoNnuomnr o nion ULELILD smune cons ol

w ~4-4-1'.

¢ -k - A

Reve“ue'?eqn rement’ T cow TATT LILOLTET LTLLST LETADIU o

R ’he GnC‘p*ocedn*e allews ‘G&E?%B Semtansu ’”’-adfust ey

- A.

al g “rates dre’to variations: int the posyof pur eoalsed. gas. T -l
gas’ costs” a*e'con 4 dapeda L LRV REN LErnan h:;;:;r SLLEL wnn oLar

i%'
y L
- " Thougn' eny" le&3%63ahilné%éa%é’o?*%ﬁseﬁﬂimitlfb D under
GAC :aéif,a;“?c&a*;sfﬁof*%@ékﬁhk 't changes AL pat ravanus 1t
requirement Hut seeks az adjustzment 40 it rates Lud o alireduotion
in the ¢ost of zas froz i:s'prizary suppliersg, Z1 Pase and‘Ca:ad,an
gas. |

PCLE's proposed net revenue regquirement reflects a3
549,329,000 izcrease requested ! 1286-G for the
attrition year allowaznce to be e n‘ary 1, 1685 and a

- ke

$20,676,000 LNG increase recues a rasg 2.8u -0°-08° Tre 0
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staflf revenue requiregment calculatfon aszuned no G=59 enhanced ol

R

recovery (EQOR) sales, a lower cost of gas, disallowance of ¢
attrition and LNG requested .ncreases acd- inclusion ¢ the ammonia

LA e e o e R . et B

surcharge as reflected _n:SoutnernVCal orn_a Gas Company's (SoCal)

P ", . vv._ﬂ_

Application (A.)783209I0235°%7 %177

z..‘

e W

Following is the current-revegue requesv as calcu ated by
PG&E and staff, filed November 6, 1984 in Exhidbit 29:

=
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- Pac,ric -Gas‘and Eleetrie’ Compa y
sumel el Gas~AdlustmentiClause. orzolton
Calculation of Curreat Recowvery. .Agount
~ And Reverue Requirezent ‘
GLoTnlunnn “PG&E"VS Stat ons ol

o . - v,
o - p o w "‘n“:- ~ = .." - ~p- " y PO LY L .
L I P A, - ‘o ASTVIvE
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Forecast Feriod:

12 Montis Beginning Cetober 1, 1984

PG&E
M$

$2,775,443
248,983

Current Cost of Purchased Gas
Plus: Gas Cost Balancing Accs.
Plus: Carryling Cost of Prepaid

£2,784,552
28,983

Cas
Subtotal
Plus: Adjustment for F & U
Accounts Expense
Plus: 3Base Cost Axount
Subtotal

Less: 3Base & GAC Revenue 2¢

Present Rates

16,124

16,124

3,040,560

24 142
898,158

2,049,669

25,218,

3,962,860

4,163,810

2,972, 02‘” A

5,173,507

Total GAC Decrease (200,$50) (201,556

GAC Decrease: Dilfferaence results from staff:
Torecast of G-52 sales 2,680 MDth greater than G-59
sales iz PGLE forecast. vafs forecast assuzes G-59
sales beginnizng Noveadber 1084 whereazs PG4I foreeas®
assumes G-59 sales beginninag in Maren 1985. :

1984,

3alance estimated for Septeamber 20,

1684 excludizg CTA, RCS, GEDA,

ine 8: Present rates of Augus: 12,
SFA, PUC, and ASAC revezue and Iincluding $

158,000 in revenue
from returzed check c“a*ges. S S
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‘th the kowledge chat PCAE had signed two zew (=59 ¢ontracts, the
stai“' agreed <o ..nc...t..d..ng~aprox£mte1y 423 “Bc“@tm ‘sales. - Withithis

dfference in sales el.‘...*.:‘.nated,..,he d:‘:ference i:x t.‘:e projec‘:.@d c5§: of gas

- - -4.- - .

between stafl and ?G&:. ..s«....._x_::‘;mal We-s ....1 adopt‘ the: s:a.t‘t‘:estim:e as

- "‘ A"" ol -vﬁ-_‘-n‘ Lt et LT ot Tt

ble ot “ . e a . Cwr e e &S o e s
2 : - - -~ TS »- - T
[OT P . ~ X4 e Ttaringe L ARSAe

TORN advmtes A rﬂduct*om-about "370 "::r.';:’_’.ion g;:m.ter ....m:em.e
requirement. than Ls.proposed. by, 2GIE and stafl, TURN proposes shat for the
date.for-calculating the, GC3A. be. Decenber.. 3 .98& *a,hez: .Foan Septe:xberjo

N «,.’. l‘.._..- vty ot

1984 as used by PGAE and the staff. PGAE states that it - culd pre;’er: ,,q .zse,a

o e

- December~ 31, 1984: figure.calenlated using. recorded-October, and Noverber sales.

We agree with PQIE-and:will. use recorde&Ombemand \ove:nbe -data £0. ;alcu..a*

e e b s s el

a December 31, 1982 GCBA balance. The zost recest estizate for the, yea::-e::d

000. e
Wwill use this: balance— ‘mca..c'..lat...g :*:.e GAC *ve::ue e "'-ﬂ:ze_:n,,, :.‘:us the GAC

VLU RS

decrease will be about: $45- million greater tran thav, ,p'-opo..ec'. by stal o*‘ PG&:..

TORN also p-oposed an adjustoest %o the 21 °e.so-_n.....z_n~_b‘-.l 93:;,::,_.
$15,:268,000-.. - 1
(FERC): oyl ?.33%,".-:35&: ?ece-’”es ?:— crec"*“",:‘:’r M@ﬁ_,&ﬁ;&@&f 3”2752" <
minimz. The credit amownt is detersized by the purchases of. ot 2GEE. ax .
SoCal. TURN would impute a credit of $10,015,000 for.SoCalls, purchases hased

- - on SoCalts estimzates-for. L8 current -Comoli.dated:ﬁddustme* .ec.,an...sm (CA.V)

o
.

proceeding and: reflect 2 cnedit of approximtely 55.3-""7‘0;"0:‘ 2GS
purchases. 3ased on th Simony of T2 '=aso':3 w‘“-ess, ’G&.. d?f’?,:‘f“f pp_ fc*
to the proposed adiustoent for its purchases but takes exception o the

inelusion of the SoCal estimates based on SoCal's operations into a 2%
oroceeding. We have adepted those estimates In our decisen on the ScCal CAM,
therefore it seems reasonable %0 make the full $15.3 zdllicn adjustment for
both PGEE and SoCal purcsases. In gemeral, we are more com:‘or".ab le in :ak_..._,
adjustzents for p:‘ospéc fve mindmum 9411 credits when the acjustzent is based
on an uncontroverted short-ters sales :‘orncasz”o" less *‘:a:z four :o.:chs-, even
if that forecast is part of 2 different ongoing proceeding. |

TORN' s final propesed aclustzent concerns PCEETS Stpply ACS LS""&...

Mechanisz (SAM) billing adjustzent. TUZN proposes an adjustment £0 . accouns fer
wrat 1t terms an "automatic undercollection™ in the SAM account resn.‘“"'.:: STrom
PCLE's 1984 billing lag ad"z..s"-e.... VR ...a:es-'
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"“‘"‘v“‘v""'ﬂl‘\m ’,,,. R B r, . VS R " ,.‘ - A A T TN — re 5_,
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- "TPGRE"S balanc:‘.ng'account calcu.ac on-includes,. . Yhe
_gonth of May 1984, an adjustment of $2,572,000 to

" reflect the Toilling lagh effect of* ‘;ba -Jamary 1984
- Base Cost:Amourt-increase (2x. 2, p.fc-3,~l:!.ne~23).~
This adjustment was intended $0 comply with the terzs
of Decision No. 82-02-003 (2/1/84), but TURN submits
" that Lt 'doesfno‘c:accon:pl:sm the correct resuit.t ooy

o B >

" BGEE states That it appliec the adiistient’tdiCicle-billec custovers
w‘-o comp*ise appmm coly 76 .21% of the* .’Iam.ary 10824’"‘33..e3-a.3~d£rec‘;ed oy
D 814-02—007. ST

eIt FETT O iorn enr otme Z‘E,“ vl ooz s
T ey agrwewi.h “PGRE" tHat - she” language ‘LD 31-02‘-003“513 clear’*and ‘:;..at
sa..es o noncy'c_e-bi..led cistoners shouldi ot Be dncluded {nithe SAM somy )

.o\.‘,- R
- [A A

et
P “.-,....n..” ~ b -

.' 2 - e -~ o~ e, - -
PRI SR S S L Mclel e S g £oe e el T mdmeme T s
e ST TRt LRS00 R ST ; i o0,
UQ P + - - -
o

e AL “approve’ today a” 198‘5 attrition” fncrease’ of> $55-milldon’ Sor ]
?G&:. s"Gas Dopaz"\:ue“‘c, “and-an {horease’ oft $716° il llon Lo cover: LNGToosYs
*e'i:ove*abie under D.8EL0S-080 " These “ncreases  totalling 863 ,S”ZZ;OOO*«' w*"”' be
appuec aw """e GAC decﬁ'&e-«n SV S ke i do ,‘,:;_,,'_:‘ 2{:')’:

s e -....u-»
PR -~

-.ak:'...g Hnto account Al1T of the  above’,- - ""ef-'CJAC‘--'mvenue'f reqiirement’’ -
reflects a° ..et dec"ease =~ gas” rates’ of'§193, —~85,COO. STablen It shows: the ",

-

development” of" the GAC *'evewe Wt PLowloItunTo Tlhrme et mimmanim

PO Y

N
TN

g F N

\Iau.ra.. Gas’ Reaud matents ™o ¢ L. LT L vt ooorirmn vliuze URTT LT

’r:xcept - £or EOR G~59° ’omt, PG4T and <he: staif"—’a'_"efi~"'*"fag:-ébme:i‘; wish
the gas *equ.‘.r‘-:ne*‘cs. Table T shcws J~e ‘Sas requirements Tor ":he forecasy
per-‘od Cctobe* 198 Se*tembe- 4985 -2 LIomimornel ent g enciLnenianaes

B I AR EYE I -
L4 (ql—‘ﬂ—h‘ - 0«4 ent e - ar B cat e ~Y ) .
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¢ PACIFIC 335 % BLECRICCOPANY. .

oy

-
»«—-,-/" b -
.o

- B Ll

SRS DEQRIRSNT

'2 HONTHS 3ETINNING CCT 1, 1984

. ”"‘""SAL‘ REVENUE REQUIREMENT

Currenr C..st m murchased Sas

w =
e o

Plus Sas.Cost Zalancing Aczsunt -

Plus Carrying-Cost ¢ Presasd Sas .. " o

St.btc.i

1"'!'-’

Plus Rc:;s;am..;,éor Fran. . unesl fest

o
-,
)

Plus Bm- s. macunt (1)

._..a.

raECMLY Sur....u*r noiusTaent

Suptatal

LN
e W e e

Less 3ase s S4CFevenue 4 Sresens Sates (VUL LT

. - -
o bl P

Jiséersnce

Plus Fevenye ¢ Tariés Rates (3)

gl Revem.e Pecu:rmn‘

S
P

o .

11) Excluces (ther [perating Zevenues cé 32400
(2) Includes Aeturned Theck Revenye
(3} Ccemegzty Rates T+fective aug 12, 1934

241014
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Table“ziz

Natural-Gas- Requirements
Forecast Pericd, Oc:ober 798u - September 1985

lass

Resicential
T Commercial” """"""""“""‘"'T20"758_""""""""““»
~--Industrial G-50 .72, 0L
...Cogeneration e 8 292‘~
" Incustrial G-38 35‘23”
G-80, Ga82, G- T Toquizint -
Total Incustrial.. - - 3.29:,'784:‘ e
T Edisen | 4,207

Resale 8,417
""PGEE Steam’Electric T 29U, V66

-Qther Inter=- O M-
departaensal 1,237
_Total Iater= e TR T
departmental 295,403 .
Zahanced 0il o
.- Reeovery: .- o ~..'w.32'.u5938:2i e,

. .Total Gas Sales 730, 789
Gas Dept. Uses

Loqseq ané
Unaccounued for

otal “equ‘-eme
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p_..-.-t-.,-.-. . - e s

_ Resicdential and Commercial
For *esidenvial and commerc.a* sales ?G&a ut l*£é§-

FoR NN

Ar‘.
-
-

econometr c and »nd-use _methodol og~e3 to 'o*ecéﬁt”sales, WhL ch aluo"

.,,—
v "

take into account the .orécaﬁted oad rnducing.ﬁmpadts'o'

'—.uu

cdnservétion standards a'd programs. The ’orecas. ot_'97 63& Vbun

,i.ﬁ [ -u"

for resicential sales is consistent with tie 'or-cagt 'h q e last GAC

RS -

and the mos. -recer t adjusued 4weive mon:hs geco*ﬁed Qata

- /l'«' ""'-h"-,ru

PG&- hés ‘made some changes ;n “its conme*cial forecastia

et A

-.yw‘.*.. .

econometr:cs eQuaé oﬁ wh 2 the staf be’ieve§ :o bf “redson able.f‘

Folae

Given an assumed v-? 577 commercial rate and ia é*ow qf th e lower

curren. and forecaséed rates, uhe .oiecés.ed sa e;‘maj be £oo low:”;

R TR e

B

/.-- -

although i' is abqut 39 ore .han th» iaues twel ve ‘months . recorded 8

. ! .\,—n.—,, ---..-.n..
e [ocRi. .u-..--d-..'- o em -~ m’-A. ANV

dava..‘Suca sales are fai ly ‘-e lasts li,n.he q“ort *un'and ’G&

forecaat appears *easonab

ORI KPR A

;nte*:;pt‘ble

PR

[ .-»-‘,’wa-.' ‘,-.- ~ - “"":

Intér%upt‘b e Sa’es ‘*c,pde salés o P-3 aze”

ERC

cuswomers, ,-58 cusvomer the new G-Bo ‘G 82 aze G-84 -a

M el A AR SRR ,,.,,,,.'.‘._\

Sou er“ Calierpja ”dison Companj (-d s n),ﬂfoﬁ _oaé, and

..--...\ LR Rr el WA I

‘n.erdepa* a_"+oad.. Sa_es 0 ' 'éus.omers ace estizalt

\.-.(p\ T - U om
<.- o

by usi:g an economevrﬁc equation. ,?d ggg:éé erzines its’ Coo’wa.eé o

/-- r'.\,.. ..,-.L

9q Q,e s a“d_igfgwgé °G&;.m "ECR a?es are est .a;ed b;

°G&; after dt scuss_bns'w‘~h cust o_ersl~”:n:ér;epa***en:a- sales

,w.--_«.,..,.— ,,',,‘_

inelude ua-es for const-uc oz, ope.av,6”§,"é eaxn heat, and e,ect?i‘“

.n,-,- ‘,..u ‘- .,...,..av,,. Pp—

gqgg:a on ove* 09% o'uégte-depa*tme ta- sa’es are ‘or °G&

B

"o .

o -

"""‘w"'"""" 3

electric geae*a ion. his'sales cozponent’ ‘s a 'u net on c. e;ec..,

~ \ o~ PR

-oad ean be

v’
"A

Load *equireme ss and %3 cepencent Lpo: how :u..ch s

ARSI .«.’. -~

net by o he* sources o. e,eCfric geaer on.

- PR - e

"
. - .

b

~-~te w9l Sa’ei’i'I.cﬁéiéial'

- sy

\,--—‘- et

'I_N°G&“ ’oracas.s industrial’ ;qhe _{ro:'; B4R _O? sales)
-~ -~ " . .

Of 729 784 VD,h ) ch exceedlp‘;h:en S GAC " o:'_eﬂ_a_s‘- .7- 303"‘5:"{::)'-

Y A e 4w e w 1 -..w.»"v' vt . N =




A.84-08-06T7 ALJ/bE

T

and the most recent twe’ve monvhs"*»corded*data (405 OOO-HDth througk

mre -«4., “ ,,. .‘.a-',

June 198&) Tt expects -ndust al salez .o be “ishe “for the presen.v

'*Fn"ﬂni

e e e

GAC Period because thevgav “sesvi ce arfa cconomy s “forecasted to” 7"

e . N L e - e -

experiencemb ghe* levg’s o{ econom’c ac:fv’* .hén ware forecast 'or
,he previous GAC.

v el e oa e ez

f‘!;" N e R AT
- e 4 ew

w
- ,-a- --~:~.J - o e m mae

g -
n"npn--. oy ....4,‘-.

p.vf,.,,'ﬁ._,'..,u,, ”F_.

'ﬁate des gn innova 1ons adoptad gLt recent proceed‘ngs and;

o ivEadeie

- v-,mr-

“P’t."'r‘. ‘Hﬁv‘ n - ‘,,.r

to an‘exten , tao;e proposed by svaf'mand PG& hére-qf coup‘od wit

L e g P o

decIines ‘n gqs costs,"will provide addftion§l ndust*‘a- iacent

«»,‘--, J,..u N oo . '~~v"-|-'.~,-~-

o use gas. _t 1: not un ascnable Lo antic‘paue sone" voradble 7

react on *n respon e to £ e proposed changes ' ?irst e'position° 7
of ;he~‘“tervgning industrial customers all’ suppo*t ;he’propbsedlﬂat»

e /~— E R abvs .-

chaﬁges._ .econd °G&E »est ed ““g_ ps proposed el 59 'ier 3 and G=

"O“ﬁ"’.‘ - v o e - --’-~

58 rates of 39¢ “ser therm wou’d 42 adopt d, gene*avé additiona’ -

sales of 190,650 M therms and soze $1& mzliion a¢di topaltie vEATENES

<-A~-,~mf -

contribugion 113 marg_n in gh .o*ecasv per 2od ust:g"46*07hc per therza

- “ .
APV - .J--

as tke cost of gas.; (These saley”were fot includﬂd n ?G&d's

.u.'..,-.o,.-—-. . ,,.*.,.,\u.,.,.

forecast.) It zust be Mcogn.znd oweve- * g. a roductiog Qm EAY

-~

curreat L7. 5¢ to. 39¢ wou’d -esuj“ ;n~' Cec"eased contribut_on 03

s e s [P

marg n cf 327 mill on g: :orecasged sa-_s _evels Tor” G-50" ayc 6558.

n-fm.-n»,\{- Al

PG&o d‘d “c*:‘ ude e addi:iora’ G-SO a d GQ5§ 39e pe* the*m sa

ket -

b d

.—‘c-'

itsyférecést (“or d‘d vhe sva") pa*f’y becaus# of he tizing a

R )

Plﬁg;;vi y of upda.es and pa**’y b»cause 02" ““e ‘*5? él Epésh*bf: 7
o ' T L

£o cast.“ _pn ~J:.e bas-s o. price alone. Recapuu-e o rorzer

LR
n K .

-~
- 4 -

4

as well as, a::rac 16n o éew"cns“om »3 are aﬂtl ipat

Ly

a”b“‘\:
I T —“‘.’ll - "
SoTol o fo,

‘:nuhe lower *a.g. e ae
"Accord‘ng to ’G&_, .hé requ 22

o
v

R R a....p-. " -4----- . o w et

.,Au_-....,..., -

NE O e

_-“én.s ’orecasts"o

industrial rate o1 assifica ons a*e de ‘ved-

. A.a...,..ﬁ,‘

’oreQa**'of he‘*“chstrtz*“‘oreca sTIing nq"a.-on using

hleln

-

"l\"""“

.a.op'the sp-i < industrial ‘sales ,nuo

‘n-

44- R wa

o =53, _,¢ S,
lassifica:-ons. :le nissorical da.a ‘exi ,t Tor the G-‘E
chedule and none exi G-80, G-82, and G-8k. HZowever, the

G-80 series of rates were Zizclu n PC&E's foracast and, ia fact,




A.84=08-06T ALJ/®g

" -
LI "_»AN 1" »

L UL L IR

accoun. for mosg of the iIncreased forecast since the las* GAC. Givea
the uqcerta;ﬁéieé 6fﬂf6r¢casuiné'fnddstrral 3§lg3,7?0&3”3 forecas"“‘
appeaés reasozable aﬁd .&e “12, ouﬁ MDeR “for G-éd“ 35, 23# ‘MDtr for G-

58, 8,292 MDth 'or cogenerat on (G-Ssﬁ), an¢ 14,274 MDth "eSr Gm80 ;G

frw-‘a\, e ;-'4
3 I

82, and G814 will be adoptec. | rinipnal meeld

wt g

Ay e ey T ety PN . RPN D f -
n.' )

‘ o " b A . W e e gy -ty
- EOR Sales- PRI 0 I R G I S R PP A ) jostt
.- —— et .

e ! """, 0""--‘~v~-',\ Cammee e T e - L AA""

“OR sa;es of” n2 253 MDth’"dfth sa_

ke Mvdmtvﬂ""l" -u-.,, n4ﬂ.-,~0~,-.

(n '-l‘-v-

expec.ed to beg_n _n uanuary 19857

..-ﬁ., ~ -ﬂ"pn

',...,.....,. 2
he Lpda~ed Eing-'oreca
- i Cm e -Aﬁvl-ﬁ. n'p-..ﬂ‘ . e o

sales of’ 21 702 MDth, Aw*t“ sales géﬁmeac-“ _n “Marck "1985. " "The ~ -

“r‘lﬂ"“v‘NAl‘ s j.-A..., P

proposed G -59 rate iz’ 38¢ per .her Iz AT 83-08 38” PG&“”'orecas€~

Y N v

EOR sa*es between Oc,ober ‘983 and Septembe~ 1984 of 62 329 wnin. “"No

o, e T

ZOR” sales were recorded fon that time perioal T IaAT85-83207°PG4E"T--
ek

forecast sales of 28,715 MDsh to ocour detween June 1984 an d Mar cb“‘”

."" "-,‘\"‘ R L N

-

A N

1985. The late;c .o*ecasv do'z-o*~expec*~ °Oﬂ—saIea—un il‘March

'»an,- -

s A " " - - -,‘-r'- '.r - »A:
1685.
982 . .

e e R A Tt ‘,.,....,..»"' o

I e absence of sales’ appea's attribu ab e ‘to”a combinats

- S wv-.n.-r-, . ..-~'- vr

,—, Ny . hy -~ o, e ooy T A-.r,-.--.:\u-.,—~

o. t“e.n_g nvestme t cessa*y by the custome “h *eng.hy “ine

o ',.... .., R Tl e ol

_zvo1ved .o ,nsta--_necessa*f equ-pme*: afte* : cec_sﬁon Lo buy, an

rl-- A Sl ey - T ~y--‘f,,_ - e

the’ lac‘ ?' 3F traction at -he D Oposed 38¢ per 'ae-m rates T s

Pl Robia R e a..n"o IS AT

At the hearizg, *“e staf w‘faess .estified that” ne*ba- -

v
e A TS . - o N ,-r~,)-(,‘

info*med by °G&z that 1 -ad in fact’ ob:a-nec *wo “OR cus copers” which

LR - .‘,,-. -

would purchase soze 25: gc. aunually co zenciag \ove*be* q5-168%)"
that “"ese sa;es were app r a.ly pS-u addi:ion‘.o °G&3's*'orecas*ed4chi

58 sales and ‘trerefore would g Terate ad ‘*‘o*a"*evcnues .d .G&“"‘c

- e

o,
e

- “r v

- ‘ g

that a 38¢ per. be.u rate wou uld pply which wou-d prov*de PYEEEEEDEE

.
.,« o,-

ccnt bu on'.o marg-n of aboﬁ*'5¢; e s.a:t’accopted“.he 5¢

e o, -n»-»-«:- -

contr but_oh as appropria.e and whil Te a lowe*“ 499 rate might-® S Th

- - - C o TR .
- o -~ - T e o e s W

generate more uO'R sa_és,';he echAd coztr bu *eﬁde-- *ha* *ownw‘

e P <-.--..~»"' o 2 z = ~
o

rate uz accep;a 1e to s,a.-.’”'”" wrRnoTmLnTL

b T et W AT SRS
N Tde ‘staft :nere'ore revise ;; .o-ecas ed’sales Lo clnde

.ﬂ..a.«,..,.n,_f. ..., ,,ﬂ.,,_, ""».“: "o NN nf\"- sy

the leve’ o. sa;es rasul tizZg Irow’ th ose‘*"q coat“ac At 38& peﬂ

‘v Lea - “.«..""".--..

B ——

L P—
I

;- : s -t e ey - ol In TV ie i n.:-
PP A A . P

“ - -.u-,.-'v.v.JJ -

A me oy g N oy mom
e r e e m e ot v o

! "
et o




A.84-08-067 ALJ/dg

-

r B .
A e .‘..,‘ Yo - S e e A
LT f .

vherm.'_°G&E dicfnot rov se it 'o*eﬁast in wh ch a compérab .e _evel

JER ‘._A,_ R CHE

- ,‘-

St m — et

of sa’ea.(a 'ﬁto LLLL eront customers) 3_included Th‘s ‘s “the

--""»—\- v--. - e

22

[PROTREEE SIS SIS R

»and 2G&E ’or gaﬂ.saled equ_remen.ﬁ.

LR I ‘r"-VH = :‘_p..v ..'._

Steam Blectric

- LI NS e
e )

PGEE origizally forecast stean el ect*ic salea o: 227 6?1
MDth.v This assumed full commercial opera ilon of szblo anyon Unit

ot A

No. 1 beg_nn 2. September 1, 198& Given ﬁore fncen;Ninforma_ on“

-
n...,. -
-

-
1

about Diab o Canyon and the Commiss-on 'S pol cj o~‘not‘ nc-uding

.,..4.4..

-

[ - -

Diablo Canyon *n the detern;na Lom of *aues unvil comme*c.a’ N
operauion begiaz, a. the sta f 'S -eque,t, DG&” prov‘dnd a ’orncasr -

"4&1"'(” ha AT
N

,w*th 20 D ablo Canyon genera on_-n the .orﬂca** period of 294 166~,ﬂ

G m w4

o ._ e R LRI R .,..,‘. a
[

-~ o-'
- o U

Louses aﬂd Unaccountnd-’or Gas

di‘ference b tween gas _volumes moasurec_ n,o the PG&Z ‘A_

(pu*c*ases,from suéplieés énd“*ece-pts ..om un derg;ound storage) and
gas. volz..mes measu*ed ou. o:‘ "‘~e 'DG&;. gas sys.em (saié& ";.o custome*s i .

gy e ~ -\/-'r- o~
e - hal Lol s

and deliveri es o underg ound 3;o*é§e) over *hn ;amn pe?‘od of “‘mf

- W om e

acjusted ’or ek anges 2 pi pel::e systez ‘av p'y.i;'o*u»s ane

-~
—-‘ LT r

unaccoua*ed-’or gas 7ef1ec* d :e:gace;_i;h

-
- Sl

IO I O A
zeasurenent
l.'.,-‘: PSR v'..4

tnto and out of the

L e

- L
P e e R O e

characteristics. of metnr.ag dnv ces;meéé ‘i2g gas

. B ~ K .,,‘
- o an ha LMoLl wLille .,. PRI

°C&a gas sys em, compa sor o. ca-enda* per lec. -ece‘p ts. to cyc-e

-~ n_--.v..-«n—..

o - lu e

bill g—sendout cata,, and Lnaccoun d-'o* p“ys ca’ jggk,s :rqg;bggf
PG&E gas sys.em._" e e e n e ‘ﬁ'
.+ Im.tke. la't GAC,,PG&EHS es:ima Y ...8 364 MD h was péj

-
o An

-
Now

B N S at -t

.
- - - n,a- --u”

on an econome:ri quaz‘on cependent on seas ona;n'actor a

= m w e

tempe*a.ure var_at,on,_a“d 18 yea o'Aaistorical dara,

; 7 /"rv-.},—

. - e m
VI SN

:»-.n-~q.v.. 1. -.;--a--a. "

D.84-08-116, the Commission used 2 O-year ave—ag# ’1°7n-1°83) O-J::
16,586 MMeL. . The average between 16754 .9:8 was 21, 280 Q:éf, and

"v"4---. [ n.-—lwd i -

between.1919 a ‘983 was 7.48 3 VMc-.L‘°G& c rrent ’orocas‘s of

.-/....‘-.. "v"‘,. re ! "

losses ard un accou ed-for‘gas -ses only dava +ron «970 'orwa*d.

This Ls appropriate since losses and unaccounted-Ior gas decreaqcc'
substantially after 1978.° e .




®

A.84-08-06T ALJ/dg

gG& 's forecasu_of 2, 309 MDth,rwh‘ch is about equal to

CE e aar

71 893 chr and 3 cons_s ent w h e -ecent tre:d'of lower _ouses

A I roe 'w—-q-urr“

and unacgounted- or gas. '*ﬁe cecrease in .he .orecas “aorom” 18 353

Ao,

MDth to 12, 309 MDth’ decreases .orecas.e

,"AI'A

Ca ™ ¢.-¢~f

Y - . e

$21 ooo ooqf S

;. o e e -

Oﬁhnr Reqpirameﬁ

-
o w-:--‘ eGaR AR

Other rﬂqu_rnmen,3 are gas deparumenv uses and’ resale e

quiremenvs.: Bch are’ forecés,ed th ough the'ﬁ'e o an- econometr-c

e s el w»n‘ hor e ""“ﬁl" —-N"-ﬂ"‘ﬂ/' e

equati on. PG&E' "orecaptz for ga; departmen* uses S T NDth azna””

P -
oA P ey ol o o '~~f--a-,-,
wt

for resale custome*s, gl uTY ) MDLY, wil"be L‘""” -
Squencﬁqg e

— e e e e e e

- - Moo Ve - W

M,-w -'-»-

ﬁhgn aval

,..-,- . - -,.,",.,‘,

abie gés ;ﬁpp -es excéed ' e sving demand, ‘t

"-,", R R o-.-.- - .

~ e g - - e

"equires the uti’ity uo decice wh ch supp es .o purchase and Jh ch“‘

- m o -'wm\-‘. LI

to' turn back. While the actual operation of the  utility systessT 77
remains ‘“e ul t ma«e 'espons‘bility of 'anagement Cs#hjec“‘t ?Eifbff

"h..o-)-[

reasonadleress review of the costs’ .ncu ed), This Comm*‘ on”ﬁas .n"

recent years utilized the GAC proceed: “gzﬂas a-’qrum ,or ;Hc

. IVYJ

evaluationwafusequenciug,pclicyaon.amarqspec. bﬁ,_s, nAs.a result,
o asz.sz Lhe coqpauy 2 LLs.

Iz i:.impomxanﬂv:o.keep:,,}W,
m-n@-fhoweveryv*“ sequencing po L»z are s_mp*y.su.de"maz

i

zust and: <oes retain. the. flex Llitj o~acjus:~i:s‘p:ac~,9=a,anh3n~ -

4w o - Rt P

ongp;ngﬂbasisnto-adapVUwoynewJc-;guq;,aggeswanﬁucﬁa“ged sondi“‘ons,‘dﬁ
~.:7 . The major sequencing Issue in t2is proceedizg is wheyhe"

W e e S e om

supplies should continue Lo b# taken on a _east-avoidable-cost-
£irst.. bas,s,;q;,tney,gene:a 1y have Deexn I _:ecent-xeazsv;prfwhethe

e ey

an average .cost test sk toulc De substit _ged.. LUnlike the situation In .

(M oo LI R

the cu::quiﬁnglan.,p“aceed.agr »83-09-022 there is 2 nelative
; 8 - - . e uy.. A A . .4

ngqq33“3~among'pa~“e3 aere .chat average, COSf srou’d become“&hau,
sequencing guﬂdelin»\:or purcuages .mom 264z’s *wo .arge&z‘snpp.dets ~
El P‘aoso “a nd Canada l- - '- “n v eIty o '-_ T :

-~ .o "~ -

- P
[ R e e 47 ua




A.84-08-06T ALJ/Ddg

LA - oo e e bl Rl onl

_;‘Avbidable cosﬁ séqunnc_ng disrega*ds a1l fixéq‘éosts that

r--qnpo by I \lp(\I

musu be pa*d regard’ess of the level of gas purc“ases. "Thus, the

.._"m"nw »- "H

,-

lea-t-cost gas supply mix. Because t ignores a-l f‘xﬂd charges, an )

o ow ol o s

supply with the lowest variab’e cost 3 takeﬁ rst is produces a

avoidable ceost pol‘cyvprovides little or a0, incentive or supplie*s i

to minimize their total costs over the Lpnger te-mf“““u*Vherg avolicded

At aled
PR dlun Thle »‘;v .'.1-

cost caléu’ations ére very sen :ive to supplier*' *aue des_gns.

PSSR

.hus, by Shifting cer ain costs ,og .be_commod‘ty charge to vhe

-~ -
v LI PN * 4.1“ /s, - W‘\F 0

demand ch arge, a pipe ne can ga - mqrﬂ"avorable sequenciag pr*c'

Lo n R T s

""“" -ﬂw"‘ v PR el At AT ¢ B P

without reducing costs at all.

e oo, ‘f"‘f'v.

oy o
Tn contrast average cost. sequenci:g i3 not pa-t‘cuIarTV”““”

R N

sensiuive to suppl e*s' rate, designs, and éoés create az {acentive

t«M "(m«ﬂuh‘n,\.
DI ,n oo - B

for m_n,m zg on of all costs var iable and “xed. A shorvccming o.

.-u.n.- -

L te, A e

Fo P
A 4u. -

average cost seqpenc u-s vhat if does a0t neces*ar-ly ach er*a

e e
NI S Vi hdies o W Ve LT

’easvgcps supp mix ,n ,“e,shor ters.,

. v—-»-.a_...

PG&E's. Proposed Revised. fﬁﬁ“ﬁ
Ga's °urchase Secuence'~~x.,.l

" PG&E
dénﬁé&fiéﬁ‘w*,h the change 4z pr*co*o"V’ Paso atd"Ca*ad-a&mgas~~ufﬁme

T

e “ ok

p*i ciﬁ&f’d‘f arence from the pre*enc-secneﬂc**g pol ~cy5fs-thacnvberez

wou’d be’ anrua--perceﬂ age equ-va;eﬂt Lreatiment: ford @11 Canaddan andiT

1 Paso ¢ *sc*et" onar'?‘ gas in cocpar‘son' ©o £ne eurne _nc Limiwation o6

that trea ment‘to ApproXimately 60% Of Lue authorized Cagadian * ﬁﬁﬁry
asd T PESO‘ava "bil;tyy with T1 °aso gau Bivew p*ef» snce 2fter

o - - PR S - - : od :
3 L D= LTI -~ . T . RS LR - T e
t-h t - ) v en .- I U e LM LTRTL P R RV G

Eome e o
RN

-
-
- -

WhiTe ‘this cha ge’*apbé’a*é‘ "‘e"ial‘***%é"—l?"siz‘x’p”’.fé", we g ladtuaTly
complicaued“;nvo_vﬁhg *he assesszent of % the ‘Polictes underlyldg itne s
sresezt “sequence, azd "tk e devefbpmen. or certatn “conelusfons Wiy NI
respect .uerﬁto. ”ft*iS'bekieved~t“atv€be-new-Caaadiasﬁpé!bingfbbifcy

“sEOuLd Tot' only brisg about sigillficant purchdsed ‘gas ‘oSt savAngs;

but also sigmal a new era of competition among PGEE"S gay suppliers-

S A R YL
PR i

o e




A-84-08-067 ALJ/bg

supplier prices® which led.vo t“e p*ese1t~avo_dable/unavoidable cost

Y R x - o ow oy
Do LUL . SuT L St D “

sequencing guidelipest I "o rioo vronommoo Lrnnomomem’

CRN -
b L R L% e amf L At -1

To achieve a least-cost mix, PC&E“éurreatly schedules its
supplies in order' of-ascendX ng“incremental*coét&’aﬁée*cont?act
zinizuas, fégﬁ’i%b§§“d rect‘ves, ‘and”operat ing*constrainus have been

. ————
Sels .....,4..-. --:..-JJ...-.-..A-.'

satisfied. .;he gas-ueq;ence proposedfis easame as.wne sequence
presently in use ’or"‘ts gas sys:em operaticnz.' -A{te- ¢ontractual

W I slels

and operational: mizimums:are- sat‘s“ied, PGLE. takes.discretionary
California 3a3vpriced"iessfthanwthe~app icable nl‘Pa&O“and“Canad
prices. ;hen d.'c*e onary -1 °a o*and Canad an” gas~are pu*cnased )

Ly e oo

achieve 2 percen.age equ va’ent~3»ve of~taxes"f*om~each supplier, up
to a 60% level oz an annialized- Hasis _?._en, w*e ‘ollow ng order,

LIRS ._....'., -.»..r.L

remxaiaing discreti ona:y 21 .aso C lifor a,_and Cana¢ian gas are

-..~.«.._14.- [ e  m h .-....“..o«..'v

taken. | -

- . -

R R 0"

e, DA seret ona“? Ca’i? raia gas, wh v is” pu*chased ¢ the
o . Py - '.--MANf" 123 »-ﬂ

Sect _u02 p.;ce,“_s seqtencédvpr_o- 'o ?acif;c Gas Trarpszission

.,
R

e ) o -_..-..‘.-.,«.r ~

Compa“y (PG*) taxes,abgye 60% ,”eve“':houg; s‘bn ac ‘on results in”

"‘f'v( iﬁ'! vk‘-hﬁ—nmﬂp

sl gh ly n g-er purchased gas cos i PG&g made .h s déc-s_on ﬁecaase

. -‘»nuﬁ-* —ﬂ,m"r“u'

'*he ave"agn Ca-iforn‘a price was so'huc Lowe*_ zhaz ““e évc*age_’G*_h
pr ce.,_”G& states **a“ t@_}eqyence :h;“'ug.ng : _f'?G;:}}*c nases ~”
a“ead of ¢ sc‘éﬁ‘bna*y Ca __§f, 2 gas would conflict with its goal of

con“:nuizg *o se_d s*g*al _; 2 .he prese::ly effec“‘ve ave*age
L - I - ~
Cauad*an p*ice mus. d"op.

o e 2w ,..3;..(...._,,:.’....\, e e

.he EL Paso PGA recduct] oz, b#cane ef f”ét:vo oz Oc;obe* T B

“ .,.‘_,.,..
- PanaR

b

-»-‘-— -~ »—.-.1.4..,..._- TRLUL

- -"_......‘ . -
" =

P
,..' L Lo e e -,.,.. iy

. il B
vne Cahqd azs pr-ce reduc;ion wa_ £5 ve efrective” on Vovembe*-f“'" o’

-
""'/*v“' Ll Bty omow - e T, - oman b

“he"orecast per-od PG&-‘b-oposes 20 ¢k 'gn for Oc.ober“buv"beg_nn-“g.

~ - - u_,.-,‘;«

‘November f":h ’ol 3eQue-cing wop d‘b»po*e effgc:fve-‘” e

sz Lol » % oo 2
“.u 1—...3 . . )
o gas ninimuzs.
dtas gas :Lnim*ms.

e

LR -
R .
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S0 8L Roeky) ountain gas’ min-mums,~cont*ac”"fi?f Lanod

c - - ~Obligation. vclumes,.and discreti onary-vo_umes. .
with a del‘vered cost less than the T
incremental comnodi ty cost £ “l Paso-and..: .
.Canadian,.gas.. ~- .. .. rnipm 2

el Lo
A e (S P 2 e um e ..'.av-}" W - o A A

”VS.T Calirorn*a -83s,tQ contract. oS gation._,.up':v

IS e se e - -

~6.-..California. sashabove cont-ac .oblization - wis
a commodity cost less tharn vhe 1ncrementa_
‘commodity-costs-of EL" Paso and Canadian zas.
(Until Januarj 1,.1985, .2l cludes. viah T
California gas curr n::y pr~ced "lower tkan T
“the-effectivelZl. Paso’gas: sequencing: cos@'?

Canadian and- El-Paso discretionary.gas,tand:
Califorala.discretionary gas.with. a,commodi;ﬁ_
" cost approx_mately equa Lo the lower 0f the ~
“inerementalreommo y‘cosv of Bl Pasorandrtet
-Canadian. gas,.on an aznznual. percentage .. o ...
equ‘valency bas-s.Af‘. ‘”_:“ T

‘8.7 Remafaiag California’ gas to maximem. " T
9-.. Rezaiziag Rocky Moumtalz gas to zaxizuzm.

ol as:

-

m—-p,-«,—w— ‘,f"

:' is p*oposa’ difrers og 'fe cur*enu sequenc-ng pr-marily

[ ‘.

in apply-ng pﬂrcentage Pqu valen ji }_ tmeq. .o all Canad an and £

¢ -n-«:-
q~-w4 e .

Daso d sc*et*onary gas ve—sus vhe cu**‘-t sequence s limita on o )

PV [ SvRa e e air N -

u“at t ent tp approx_ﬁave*y 60 e au orizoc PG* volu es‘a-d'

EL _°aso ava bili“ J“w"*‘; aso gas given pre erence @jzﬁ*\““au;

?G&u sta.es .ba. deve&op g a sequené_ng pél ey _nvo’v»-'”

St o, s Ly e -

cons*de at_on o ‘acuo*s wh ch are -ubjec“ _th ;*g as‘y€1f' ‘ f“‘
being difficul [} ire aud quan:ify."lt ;5:§S,‘i§'é.§§flﬁg é*:ﬁf
Sequenciag necomzencad on,"tw 228 valanced 2 nL~Qe-~o' coqpet:ag ‘

'szg,a_s vha. dc not aLways,bo' Q_QZT'EE"Eane directi op.'

--Nvu &

w

_devn;qpﬁc we.ghs averagp st cozsidera 013;' c'esenLa’ os*“

. —-..-" o
--- u.- --\.,x LoD

‘ssues, d -ugp-y rel‘ability conceb's';n acdits on vo be_n° des-g“ed

LY ».-.s‘- ’ _,_-w‘_ ~~-

20 encou*age PGLE's suppliers uc p*ovidgitquetiti'ely p"‘cad;,

reiliable service for the longer & rz. The po 'by *ecouze ded serves

these goals by treating suppl‘ n é ba-anc#d ma“ner wh’le

- . .-‘.. -.‘-..n.-a.-’

generally avoiding unnecessary cost incu:rence uhe near terz.
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PG&E _states. that maki ng *ta»assessment of~the gas purcaase
3equence ,or .he snpply‘ar*angﬂme tp;v s ma*ket ed O the
followicg general ccnclusions°w~~~m; nl ~;:; il

"(1)~-The gas® purchase sequence'%as beez and'
should“continue to be-used as’a zean-;gﬁ
obtaining- competitive:gas: supply B
arrangements. o SRt e

-

,,-,‘.h ot ,‘,.
~w ! A

PRFI

"(2) The gas. purchase sequence now in.effect has
not bSeen formulistic Shorv-pa“d -iong-tera
policy consi¢e~auions, essential o
nonquantifiab_e ‘n navure, have been*appl ed
A'hon’ormul 3tic approacn ‘should” cpnt-nue Lo
be app ed.” ‘..,-.,,. ,_,---""..‘,"__’_,,,;_'.,_,,\.,

S e i . -~ . P .

)
]
.
!
]
.

"(3) ”he*e are-different strictures and rate
designs and different »gu;awo*y"braaewowas
for each of PGandZ's gas supp._es. AS A

ST pagult, - 8TWwill never Yo possidier Lol makesnt
fully 'app;es and- appiles’ comparison’of -
?Gandz's supplyma rangenen 8. Tee p;e ent
Tavoldable, ' incremental-cost  sequenciag
-poll cy repr esen~s.one awve:p~¢vo UL -

. ?GarndZ’s- supp Ler. pr,ica-s,_‘ on. a. comparative

footing for, seques 4ng pUrposSes.. Zowevar,

#ven.wnac,approac coes not achieve-a~ ~

- eomplete. 'app_es~and apples’- comparison aad

other: Judgn va&-’anO"S enser: {n. iz ‘

Trerefore, mo: policy: may be: t.eo*e*- o !
- consistent in all respects.- . Iastead,~the ‘
g »e:n-pha*s:’.-s:}:s*rou:.d be on-aow the pollcy v._‘.'.f.::pac:s

- pOLL: aear and: ,oag~ve:m gas. costs and. -

supplies, and- on now: it encourages {or~

d‘scouragos) competitive, ‘reliab’e— upp;j

carrangenents, with suppillers: treated::

equitadbly.aad. pus-La 2 SVPOGS’pOSLtuOﬂ ~o

- provide reliabdble. service-in the- ! :ure.

. , "(3)' ‘Average ‘cost co*side"a oas-a-read& olay
_ Soze ‘role Lim PGandi’s dis r#:ionarf“'as~
purcaase sequence,” as now Lo effect amf
Capproved Xn- Decision” Vo 8ua 8= e
Considering the nbovn conclusions aad-the
cnew conpetitive oricing-eavi ronmen&fwsrna er
-expnasis: . s:ould bezp-acad o relatlivae. .

Auayeragequsy5¢ega§ leularly- Lo..the case of

ooy EN . s
PR
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‘“the<Canadian-and 1 Paso supplies.’  Thisz+i-

. change. in.egphasis.recognizes tXat.suppllers.
should be di scouraged from using rate desi ga
to increase sales without:actually-recducing”
overall prices, and.that.suppllers. should:v3T
- compete on. the. basis of .pe**rﬂespgg_~, |
overall.curreat costs. .Ia_this. Jay,afL
increased recogaision” o. avrerage. cosis.
should eacourage ?GandZ’'s two uajor =
suppliers to'minfmize fixed” -as-weil as-
f'var ab&p cosvs. .:*..7,'....ﬁ~; LNl LLn

';. e ' . ‘,.,. ‘,,-\‘,-

, Whilefaverage cost. COGCPpus musv~bﬂ-»ﬁ_
emprasized zore--particularliy. in. lodking at
- Zl-Paso-and.Canaci an 33s_discrexionacy:
sequenc‘ng--ma“f lements o.A.»a preaenu
'avo‘dab’e, incremental cost app*oacn
continue Lo have” valid1_1 ~n-vne aew:
'competitiveifra eworK.” .. -7 d-f»vﬂ;

" -~

PG&E: hen aPPl‘Pd «hese-benera’ conc~usions~vo prodectpd
price aand c¢st relat onsnips as *°?’°w5-h‘ - ,

"a. al ?aso Versts. Canad an-.Gas o’

rin compucing aveﬂage Canadian and ?{

“prices,Tcosts T such- ast the- rﬂsp_-uive

"commod ty-andi degand- ¢aarges,” aso~s
aizimuz: DILll and Carnad? anipaxe-or-pay

T earrying costs bave been: cons:deradu”‘?or
example;. assomd ng“ua nadianr aady Tl. Pasol Taves
approacniag: a- T0% load factor Lnde‘xa~'

- percentage. equivalent sequenclng- apprioaenr,
the ‘average - delivered ¢oss of CanacAamrsas at
thelCalifornia border-woiuld e appro&imaveuj
$§3.63 per: MMBLY, measyred ey, AL hese load
’acvo*sa PGandT, would  aot! e ~ncurﬁ&ngw~
additional” unce-or-pay. The elore, Avoided
carryiagicosts on ~ubur»‘taxn-o~-paj~aﬂe not
part. of. thils amouni." Eowever, 'the average
¢ost of- $3.63. p»:vxxawu coes recognize. the .

a**y"3~cos - DOW delng. pa-d by Ruaadw
ratepay#rs for the a;readf Locurred Caradian

take-or-pay- . n.?Garca!s.Gas~Cos, Ba*anc-ug
ACC‘OLntv.w ‘- »-’ - - N - A v‘ ~

e wt e e - S

-

-
o 4.,-p-

"t "Curreat-year- cares .aa-cos s~cna*g#ao-n'vo
., ratepayers: at «dn«pﬁesen Lang -ng ‘accoun
- short-Yeraz conmercial’ paver- rave have: been.
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included.. Such.costs. represent. SO 06 -per
. MMBtu of: the $3.63.per MMBLu:amoumt.:: ;-

»"Simi arly,“che average-coss! of< £liPaso- gas is
T . based: on- .hrnowcompononts.«-(ﬂ) a’ per- year
demand charge, (2) the commodity.charges;sand
(3) minimum bill. paymeants. ZFor exaxple.at a
- Load factor off El.Paso availab‘liuy in. the
.. sanme. range as that used” Lor, thel averagem,
.“;,Canad an del iye ad price referred to. above,
. the El Paso] average Cost assaz‘ns‘fhé o
eventual® ef’oct veness’ o L1ts260  percent”
aicinum bi;l set.lemen *s est;maved at
,03;55-3 65~per ¥MBLUTon! Vovembe, - ”.984

Wi* he Qe cober: 1,~.964 £l Paso’ pr-c-Jand
rate:”: trucvure,-aad~the-p roposed- Canadian
price, . the Canadian and Zl-2as¢. average costs
‘are-geceraalf:s_uilar:a_ roughs there.dis: <

Jgreater divergence at  lower: load factors.

Tels similarity Lz average COSts suggests
that as changes are: zade.in discretionary 2as
purchases. between: El.Paso and Canadianrgas ab
the xXinds of load factors expected: over nte

- forecasy. period, there will not be. . .,
.sibnifica t changes fa 'voval. pu-caasn costs.
A second~-mplication.o. geaerally. siml: ar

‘,haverage K137 cu:v» dve._“w*de“*a 39 o load
‘factors Ls 'that s '”’cqangos,_n oSt by

.,supp;ynsourc~sw-or ;an Znacrease/decrease L

- Toad, should not..ere ava;a.pﬂewenen.e ﬁon
caanges~_n qne sequenc,,.qo ovd-h, T

oy /--J
P L S B

~orlniadgivion Lo ‘an average .cost .compar“soq,
T PGandz <a.2:.so hax reviewed the I Pasoiand
- mcaaadﬁan¢pri¢e:relatﬁoaaa_ps QAR L T
¢ incremental »asis. D The Lucres enwak¢cosv of
BI Pasogas Is nighly dependeat-roc the 2l
Paso minimum bill -and the 'cegree xo wiick the
Account 1971 surcharge is recognized. - ..
Bffebcive,Octbbe.‘ﬁ,_ngeu,,.“-.z"7350_‘:
,comubd;“y lce is '$3.55 pe.ﬂhratu;f,::ﬂzhau
price is adjns ed 'on.T: percen,. SLhe,
Account !,91 surcharge now I affect Cas-
p*ov iced La C2UC. Dncision.v m,az-‘2-~?1 5y The
sl .asom-acrnm#nua- cos.‘wou_d dﬁc*ease =)
$0.1234 per MM3t u v bﬂcor#.$3-328855 T8 otn
A

21 Paso. load, hac.c»“xn-e ‘welow the m’a.num
. BALL heve*, thn .ucreﬂen.a_,:'“?aso pr~ce

- o e o

Croa e .

. e e
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woald~ b#*reduced“'urthe © 0" approx-mavely

$3.05- or-$2:95 per MMBLU|, - respectively,” with

zhe:propcsedcso percent..miniarz, Dill or - the
~75-percent nini mum»bill a0W:: *nn,k.actesubj#c*
o torefund.: ioonntn s CETLNG SnBROL

- s CUORIR Ry ORanng

;oo

"*nvcompa*ison, she” proposed*uew“Canad an’
price would produce an- xncﬂemen:a; seqpenc_u
pr‘ce in vhe'-ange of: approx mauebj $3.00 %o
' §3705) per MMBtu for Tcad factors, at”or ‘above
the 2roposed 50 percent” take-o =-pay” :hresho d
and’ up_vo ioN pe*cent.; The -ncremea«ar
sequencing’ price. .nc;udes the -nc*emédual
compressor’ ’ue"usage on the P CT system,” and
t the: Gas: Researer Insti :Lte adjustzment czarge
au;aoc,zedrby~-~“c and: Ancluded, An- PCT"s-
Ctarift.l If.theCanadian load factor were
belowvtne:p:cposedeSOfpe:cenzLyaxw-o~-pay
level,. the dnerenental Canadian price would
drop,.dmeﬂxo recogaltion of avoliced: carrying
cost On Tutire” SAKE=-0r~02Y. 304 Tecduced T
tﬁcrﬂﬂenta:-~ompressor-’uﬁx~usav-,“fs*;ﬁ

o

g% sc&ssaed» 'fu':'tnérbm.ow“ Lo lnonLeln wne

s il;ustrages‘t‘af above Lha: propoée 50%
Lor _yanad*an basq‘oa-an
w-ncr#men,a_ bas;sd ‘Canadtan ‘338 cos s may be
- viewed ‘to be zenerally’ compeuﬁ”" LN the
_various {meremental 1 PasS0 Ias prices
possivle,” under el ther a 75% or 60, winimuz
5Ll%L scenari 0 ‘for TL Paso zas. " : qwev**; ir
the comparison is made al’ nigner load -
fac,ors;rwhen:i:~is oY mecessarny Lo factor
oalaimum bill: effects, or if %he Account
197 adjunge““.‘s Plimina:edJr.neucaupa, son
© o is.less Lavorable,..and on. aﬁfbncrﬂmemzab-cost
Dasis Caaad-an‘gas couLd. appeaﬂ‘ o be
Less: Costly: lze*na e~_ ol -'~:

v P [ N
~ oo

Tne AccourJ 797 surc® ge :ssu# ~as“beea
debaved hqp,some_:iz ;, ?Ganes is moT T
recommend‘ng a2 'speeifiic change pe "thepres2nt
surcharge adjustaeat,” tor, nowavar, “ts tThe
Cozpany, recommending “that majes §h;f: K
takes e hased omthe z2diustmentst Th
presenc.:ecis_on Yo Pz-,z-?f'-qppzq
s (L.e., decuction 0F T5 pe cen.'orj}'
"9"su"c“a*3ﬂ) nas eccou*agnd wowar” gy
Callfornl a-sou"ce sag prices. "Zitmination of

¢
2
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--%he adjustzent.should.not_be allowed-to. .
f,crea«e-prefsure bor-*igher Cali’orn_a prices
with no. related coasequenees .or,«he ~
- Company’ s._evelrof Californi pu*chaues.« The
Account-191 surcharge ‘:selfhhaa beexn’ *educed
significantly. With the effect! vene;s ‘of E
Paso’s October, ~PGA-ad3 us.ment,- he. ...
- surcharge iz $0. ‘SLS per MMBtuj;. the, 75707
.percent.anount.of this-fizure. used  Tor. -
sequencing is so 123% perﬂMMBtu--representiag
_a $0.75 per MMBtu reduction below the "Account
191 sureaarga’ amount” used: Tor sequencing=ia
“the El-2as07?GA  period- justiconciuded, Vs
PCGandE” also would- not recoagexad taat itss
future: level ofLCa:acian verVJS'E: Pasont
purchases~~urn on-elia Lloarof thecniil
surcharge: adjustaew.--*,e., Cazacianr gas~
measured: o0 antiacrenental. bas_s~should~nou
be preferred:over: Lincremental Y- priced T
if\?aso gas without: the surcaarge ad‘us~aon
C T %ae av-rage nelce o Lhe. Lwo: scpp ¢s~on~a
vcurrﬁq:-cost bas_sﬂ s QSS‘Qvia y-c“ same.

"PGanda S pr evcnu pol cy»o' arnua’-percen.abe
,_.equ<va_e at. 3equenc-ng ofr. 21, .aso azd’ Canad
. gas up to 2 60 percernt level. % base¢ on
price. and’ cos. re*a“‘o“ships at_:he prese
60 percent Cazad.an,-akepo.-pay Llevel ane the
less certain 1 Paso :1 muzm BLLl level.-
Assuming Canadian azad El Paso prices are
'f”competitiv#-or tee avera~e after considert nu
curreat :axb-or-pa;*ard‘a Lalmum LI cosss
,;ae~_ssun ‘Arises ‘as To % GaacTTs Tuture” szs
*”purchase sequeaca av levels Yelow Lhe then
effecyive ,asﬂ-or-paf aad L almya’ WAL
'amoun.u..- PRT ol e pendﬂng uaaadian
”“proposa. _s-uo ‘reduce ‘the take-or-pay Teval
‘-to 50 ‘pergent effective November T, IHEU
- veanwh__., L8 Ynen T .&so~3#=:}ement“5¥bbme*
rrective .ne-—l’aaso-m rimua -BLLL wodld be
*bas»d oa~60 ‘parcent 0N TAL0T MM Lhrought
Juze 30, "ve85 an d’wou dive. subfect tho lonange
- thereal e~ Lo conrection with E;'°aso<s -nexs
scneduled (Suly: K, 0T985) «chacge Lo ihts ibase
rates;»\npp_y“ng strict loerementals -cosT
principles/there wouldappear tobe'z.: ,
:;pqegg ezce -Lo. purchase Cazadian ‘gas w0 avold

~ I A‘,.,'N -

- (2 - PR o t ‘.’VA-.-. » ~.-..~C"‘
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~additional take-or-pay-over’ pﬁ*chase of El

' “Paso” gas- o avoid” m*n_mum biii-payments” evan
when Accouat 191 mpacts.a*e'-ac udedy™ - >

) Compare, Tor example**an*f’ ‘Paso- -ncrﬁmenual

2 sequencing price-of $3.05-per. MMBvu ‘Delow the
proposed 60% minigum dill, to-a Canadian’
incremental 3nquenc-ng price under the- aaw
pr.c-ng proposal o aboutr- $2.60 per-MM3tu for
 purehases-ia” .he 40-50% *ange;-and*assuming
only oae” year uatil make-up., L s

"Per“aps mor#~importanuw_aowevnr ~Ls PGand
overall poli cyﬂobject‘ve%.O':reat Lts two
major: suppliers: oo a:- balanced dasis-assuning
prices which: are competitive oa the -~ - .

average.' Under: .hevprice-acd COS@"”’ﬂnt
relationskips anticlpated for Noveadber
- 1984;,: suck_a: balaaced approack- £o-.the .
Canadian- and’ Z1-PasQ- supplles: wouﬁdfbﬂ o
.justified. r“h—&’&ﬂ Yorze:out- by the overall
- eost analysis-¢i 3Cu°SPd below.. w;hese pr.ce
~and policyrconsiderations have led- PGands :o
the conclusion that oz Vovnmbe* 1, J984 )
_assumin ehe, new Canac<: A emﬂnvs are in

" place, discret ora*?'*’~°aso and Cagadizn zas

%snou’d he purﬁnased on'an- annual” perceﬁyagn
‘;ﬁquiva’en_ Dasis’ b@iowkaﬂ well as- abovw‘,he
appiicable: vake-O*-pay and mialdd BELL

*eq’—‘.s. v . M. PV A 28l

g " .
"N R lv;;‘h‘ --A«'M-‘ﬁr'

-"PGando-nas -oomed,a v.e-wova- coeu~,m9acus
:o,xalter;:g Lhe ;prosent sequence: La..tae, :
,_macner«proposod #: Tader the p*esenv_y--
- affective sequern ce, the decr sase in .Canadlan
gas; costs would result in a..tosal $ﬂ¢6~6
illion -savings..associated with purchases
. over tae.qxponv ;;censa,jear beginn-wghw
Novezber -1, .1984. -ane new sequence r'desc ibed
abov ,wau_¢ acrease th osn-.o.a’ savi lags o
illion. NIE diseret oaa*y Canad
gas’werﬂ'bake bﬂ'o*e =L Paso QL sore* ona*y
'nbas, ‘Dased on strict 2ppl: cavio~ of LT
incremental <cost cons‘de*a ion neuuoaa-
.savings. would be app*oxi*a,ely o.8u ~~~g
illion.;,“hese'.*gy res. demonstoate -vhal
cilferent sequences, Wwith dragalic  .-n~i~:
o @lllerences Lo -takes. Onom vamious: .sources,
would procduce zas cost resulis for PGasdZ's
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.‘.

ga3"system which are: very: s*m.lar, and for
which-'the differences are ainimal:-in-thel
Tcontext of PGancEtsioverall.gas-costs.i/That
conclusion reinlforces the priacirle; thatiwhen
‘the” overall El Paso. and:Canadian gas prices
are:in the sape range, neither supplier::
~should Dde- preferred . ¢ver the-other.:.The:
sequence: proposed. by PGandE neets that. o
~'criterion Py takizg:all’ Cazadian~and” E1nPaso
discrecionary .gas: ‘o an annuai‘equivalen~
l'percentage,bas.sm Do nomram e o

S

-,
- i~

"‘H: o

~;”!;uuhe f.gures-used .or uhese»compa*isonv

o rowere developed or'a more generalized: basis
'v’rom'shor*-termx'Lels planning forecasts
azd do not- reflect. the adjustments Lo such
forecasts which have been made_ Jor. .
purposea of Application No-. 8#-08-06T

SR R .

"Ther iy a separaye LssUe corcefn_ng:/;,
F,nond*sc ry. Bl Paso. and Canadiarn. gas in
‘Tight o’ *“e proposed revised Canad‘an
. fa*rangenenus. Tader sxe Cazadiaz’ opo,a
~the ‘existing contrac*ua.'ui“ mum‘phjs cal
"sake’ *equf*emen would be. "emovnd.: nce,
. PGandT would be _cok;ng'a* Dot the '
- nondi scretionary L Pasqg, aad Canad.a“ volu
" from the s&andpo : o :i:izum ope*a“‘ng
*equiremﬂacs. The. oper tional minimums.for
EI.Raso ‘gas are prin ***y oel a*ed““piiij
conditions on the sou = porsion ¢f 7.
. PGandETs sysfeu‘ while e operati ona;;;
C.ainimuns for Canadian 33: arerpr-man.-x
¢'u~d {on .of.conditions oz the nort ers pare
£ the sy& em.  On the ‘southerz part of
PGarndZ's ‘§as .systez, cpeﬂa._ongl(ztniﬂu"~
‘tend to be ‘prizasil y driven by off-liae”
-oads, *.e., sufflclient EI; ?aso "2as,oust be
aken Vo zmeet 't the load “served cirecy *y‘o" oL
PGandE' "Mal o 300 tran*mfss-on lt“e. In ta

L)

aorthe qu
inimums send "o be £:fluencec vy fdpp"

"and system.cperational reonstralats; las wel
.asLbyLeff-=line loadssr:for-these reasons, :h
operatioralizinipung for otk Il Paso.and
cCanadian-gas will fluctuate consicerabdly.
For ElPasoi.gas, the zinlzum dalily off~line

Tl-pequirenentiis approxizately 500 Mcecatierz

S
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“in winter and; 250~MDih- in: summer.: »For:
Canadian;gas;:mhefminimumwdailyroff-iineg

" requirement is estimated: £o:de between:250

- . MDtR and: 450 MDLh per day.~.. The PG and:~
northern PCanck. pipelines: haye-never-been
operated at:these: levels: Lln thelr: present
configurations.: Consequently,: the minimum
operational levels for. Canadian:- gas:.are

. une¢ertalin..  PGandz  estimates vaax'operations
below: the. £op. end of tne. range. could: 0ot
Qecur over protiracted time:periods:given: the
present traasmission system. Turther, over
the. forecast: period; PGands: La/not projectiag
ﬂfthatueitnerw,us Bl Paso. oeranadiaa-purcaasea
“ would be:atisuch mininmum: operating:d eve-urfo*
- any ‘protracied: por*od.o.-tiae-. TIozan

">, Cal*’Ornia uas . 7!7—;17”5 :“.

"°GandE's,§al;for1*a_gas Shpp;y dif:ers,ﬁnom
the Bl Pasol'and Cazadiaz supp;ieS”becaLse
PGandz: negot;ates &L rec*’y wivth - e_p oducers

. and. buys ‘the zas on a wel‘;bj-we Dbast

- The: Cal.'onn-a.supply %8 also much c;oser £o

‘the markeu._ T receav t*mesJ p-oduce*s whth
a’ sigafficant percenvage 'of Calfifornid  gas

_ haveﬁresggndeﬁh.oﬂacanq.”smd‘;cgg onaﬁy gas
sequenc ing poiliey by lowering vaeflr prices to
eop,:Le_r ‘gas: com:ec:tfve;“°Gand: reeJS
That it sequenc"g policy scouhc consiaue
»ncourag*ng ‘California producerd to comp»uﬁ
in ?Gand:*s‘ma*ae* and scou-djﬂéwa~¢ 3
producers wHQSﬂ priges are compe:i:ive:ﬁ

. would Der ***a on a; *O'adqpv 2 'sequencliag
“po;iqy wa_c" encouragec “Calk i’orn_a“producews
L0 ralse: .ueir'prices or eveﬂ*:O‘holc the
Line when the clean re“d .at.onw*dei-and

B} _1=er1avrona;*y--“s Lor. Tower pr ces.H,J

.California procduction spoc_a Iy ‘chat priced

D under NGPA Section T102 Lz .priced: ’ar abova
the Tevel that ’s'be.ag seen’ ac*oss*:h

on in,p ce'ﬂe egot at ons. 1"““‘ :

IV ,g.'....

"Zn l gh:-o’ ‘*e ex‘zting Z aso aﬂd proposed
Canacdian demancd-connodicy te.structure,
‘mowever, thae -qQuestion-is w*e.ner L LR
.Qakiﬁo:nia:produce::ShouldabeLﬂ_qui:edmzo

cocompeve with nthe naverage prlces ez =%

~oinerezentaI commodity-costs 0f~teose 0ut=0"-
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. state~suppllies.: ?GandSedelleves:tratnroor
~ " Californliargas- shouldicoapeteswitamthe ol
inerenental c¢ozmmodity. costin~Toireceivena
preferential place Lin the seque aCe,. . .c- o
California gas should bde priced at'a ZTevel -
below. the incremental- commodity-cost, ol the
-Elm?aso:and:Canadian;supplﬂes.::;hisa::::
. reconmendation is-mader-because California gas
itsell Lo priced s0lely-at arcommodity cost,
randr£on o otherwise . could~yield. higherinot
“Lower. gas-costs.: . Sincelalkey: bedéjiE'o,~
- PGandE's indigenocs California. supp*y-.S"‘“
proxizityr o the markes, this: benelit: v o
. affectively. saves 2GandI's customers thec
‘;cos:s (beyond gayherizgfcoats) of- gestiag the
Califoruniarsupply. Lo~narket.- ‘_*~Cali'o~n4a
gas wnro sequenced solely: iz relation. to: the
average delivered ¢ost of PGandi’'s ou.~o, .
state supplies, the Compazy woulZ-bBe > :> -
- recogrniziog. the distacce~ factor:La; a: daaner
that wouldyshi{:;the bcref_v-.romv.hﬂ~~:~
custozer. to- the: California- producers. «As a
result, uae~Cali’orn a pcoducevs'wouudwbe
able. Lo oharge nore- for: t elr-gas, even c
t“ough Lhe. actual, coamodity ¢osy ol the~"
interstate -supplies was ;ower.' 10 preserve
the proxizicy benefir of Cal Sarniayga&gfor
Califoraia. consuzers, the:Califoralar~.cc
preoducers skhould de: rnqu*fﬁdfzo:make:mh -4
L. prAaces. compete’ with the: Lacrezentalr 2l Paso
and Caanadian commod y coszs,-n-o*deﬂh.o
receive a pfere el pos :ion‘-a~“~e
sequence,. oo ol e e S O

.- e PN --..«4'.»4,.,./'--._

P

"?*nal’vf,_n Teco g rition o~‘u.e aqco on
f.aa_previous’y e la 1Lve '$3.28: pe *““Buu
sequencing ‘guideline,” par Oec.s on VonifL
32=-12-1%1, 2Gaadt s not proposing to-
. penalize -tnose: Califormia producers waowl”
1 dropped sheir price. La response,n L0 ACRLEVE
::an-taprov~c~placﬂ'.“..no sequences: Thus,
unsil “Jaavary: 1, 985, wWhen such -p:'*:'.cosnw* 1
be enego.ih e&;'°ca du'p"oposes““o~cor auge
B~ ,eQLence.suc* ‘Cal.ifornia gas:veloce .
ciscretiomary .21l  Paso and Cazadian: g&:"
“ﬁe.aafZe“"Low#ve., 202nds proposes o be
~¢6u;ded by t he oL cy-ou*’inod:above;~w““ch

R -, - - - b ‘r-‘ .

-,,-m--,,..,,r\.v - - - e - s e Awa
’

ly T4
el - -l

-
N ad
~
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means,  for-example;.that a.$3.20:per: MMBtu
California~pricerwould: neo: longer. qualify: for
sueh. a- pre"er*ed place inx .,he s»quence““

™

-~ -~ e :"’irn RO

"C. GEDA Gas ‘»\r ,.._' .‘,, __,,,,h_i D, e

- . . -
o ,'.‘ - P el - P TV Ve S e
PR [ - T P A R V)

f"”he useuor‘average costrasal geasure- ol
competition. for. Canadianrand 2l Pasorgas:also
ralses.the question of now GEDA~Losts:should
:be ¢oasidered. :Usi ag;.he’average:cbsc¢of
"GEDA" gas would  require.that:-the iavestaent
expense . of: the  GEDAz wells., be:coasidered:ror
. sequencing.. ! However, this-makes littlel sense
givea ‘therTagti  that su¢h Lfavestienls: zave
been ratepayer fuaded.” Therefore,-PGaada is
2OLT proposing” Lot changer Lts present poldey oa
. thet exclusion. of-such «sunx*costs*‘br-_..u
sequenc‘ng-purpo*es. VoOLTUeLLLl oW ULy

. .
- o e v ). R

"d. Spot, Sale" Ga.s RTL LTEIN LR SELmav

) - _.“.., -y
LT - e P O

In’additiont zo trad o-na" souress- Of supply,
PGan’c'.EJ may: inereasi ng’ YT Sl dtself Linl
confronted with: the 'question’ o whether €0
buy’ gas- from- S spot saler scu. ces, suchi@s £l
Paso’s Special: Transportation’ Program {&I?P).
;her-.ore, ?Gand"‘ nusy have @ sequencing
policy on 'spotisale’ gas.t: 3y Ltsiweryll
©nasure,.- ""..rpov saler 53.3 pi a1 .*ncﬂementa:‘ﬁ
source: at:'an’ Lagrexental p:'*‘ ce .. for. A
" MNeASON,. 4L would be. L:z:'a . and: d;:':azpm"o;w%r ate
© . CO Compare am iacrementals 'spo.‘c-.:xalte_-'.: price
agalnsyran’ average ‘cosk L Loz, & connisied:
sSupply 8ince thel ..ame‘*. neludes a.':.L;t""
avoldadle and u::avo_dabm cos s.. ,:z:;\:;.
Consequently,. 2Gande proposes to coatliave. to
empnas e i.cro:nenua.a. LOS\-S :: evamatf:r.g
ed

¥ N ~e
-t -

- N -

supplies e e - -

_.,“,,._ z
‘o - o

"Using :anreme va... cos:.- :ela.....on.sb‘ psligvill

- leaves . the question of-whether ror no:spot
sale™ gas shm:ld be” takex in preference: o

. gas Trom coamitred sou:' es when, on ‘am-.
increnental basis,r thelr prices are::in -the
sace gezeral: raage. . Given PCanci. s long-vera
goal -and need. o malataiaally of fts: ;.‘-:

Araditional suppliers 4o a sgrms And AT

s ralanced: position, PGadE thelieves *::ha.*"*'spo"
sale’ gas saould 1oL be pu*cnas#d belore ,
traditional committed supplies unless a clear’
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"o and s‘gnff&cant o3t advanvage~can'bé?ﬂu0'&ﬁf
4. SROWRS o wn serosss o of Ti0I PR -

" e
- e e e -

: } R
R - L P E T A -,

- "El .Paso’s -STP. -Progan and: FERC-Srex ensiom-and - ~- oo
expans-on or special markets ing programs at_ _
" #ts meeting-on ‘September 26;-198L “(PC2ndE ‘has TS
. not yet ~seen -Lhe FHRC—order)ﬁpo_n~ Qut -tke. ..

_ need for CPUC rate cesign changes Lo aalow

" -PGandE “gas “sales “to iaver*uptfble markets-at”

o :pates which . truly are.competitive with -~ - -
,alternate ’ue_ Qr Cirect gas sa’e‘pr*ces."
Fowever;‘“hat “does zot -mean that PCandTiaust -
.purchase: 'spot~°ale1 gas-in Qge{eqenqugo,gqu
commi*ted supplies to ac”;evq SuCh resulise=
“the“'incremental” cost -of-the-committed il Lol

w~suppl es could.it seacabe-conside*ed _n:;-
desﬁgn g alternate in nterrupt ble 'a«es.

- -
- o e

Sew WS DT . un--..\.. 1y a e .--a W

A p.v”..-,-,u o 2 -:..,-'---"A-'-. " T4 -

T e oW Ll - .v /.-/ e :
Cimne ;he stass add*essed PG&:'s p*oposed sequenc-ng w‘:h T

-’
ot m am em a e -

e e 2 " . AL T
quest cns- (1) Shou;d ’G&E fol;ow an absolu.e leas.-qo :rsequen cin

SR e i, : i .;“,....'\. Lon
order .or L: entire gas pu*chases or a*e{ ng L

O - z ~ f""“‘«

.-

PRRVE RN

contractu;’ or oberal ona- ’m-va ons :h ol would make ¢o_ng go

-n-*- -~an~ ,....,..‘N,ﬁ- - ,-,\.

*nadv.sable° (2)ﬂ héw should PGEE’ def : he Eedéé"; é“ﬁr_ce ased

T .y L i

oLl

for. ’easv-cosa sequnnc-ng purpos—s° (3) 'dow shoule the eisen:ia_;y

- Lo ey -w'ﬂf' -
o e .

....ﬁ. R ) I e \,..
s-m-lar sequenc-ng prices be compa*»d’

Ry R
- e e

s , . '
v - ,4‘--....,"’-4- - o e "

. maﬂuq_.ne °Lb -c Sza 2*v-3 qn add*esaed each of **e e cq‘ré s
at ;éng.a and pu eadasty |

it A -

-
-
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-
P
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The stafe recomnends. that a.core-purchaseT-ooncept for
gas supplies pu*cnased Y PG&E be adopted by the Commission. It

states the *ecordnia uncon fad c.ed'“haﬁ -piquinesﬁaupp-ying gas

o ‘-w'ﬂw -

their sales voItmes"were 0 d*op“be*ow-e**her eir.f“xed volume

LT AT "r,:*»

contract levels-or~their L xed operat-onal "equ-rement leve sz as a
result of the a_most*unlimi*ed~g-gx*b‘li vy - granted"to~d riduti

alals L

companies by .. Federal nergy Qegu-a y Comn.ss_on FERC Orde*s ’8OA
and 380C. *hevs suaves tnat ‘a cogefgas ua£e~basedwupon

g - mnﬂm

operational *équiremen“ "m ons—-n each p~peline sxs:em provides
each pipeline witi-some: m-nfmum‘gssuraqce.t Zat ow~gas3taxes will zot

,:"""' . i

force 1t %o breac“ “fixed VoI une‘con raccs or’ .o ‘shgt” down facilities

“'n"-c.-',

cue fo a *agk of sg”i -e: Llow of _gas. Because he m*n Tun take

e R Rata et oo \-4,...,.

p*ov‘s ons rema_n dn*y _n uhose contrgc s be xeen 2¢G a and California

-~
e T § lﬂpAl‘lf’

gas suppl g*s “as a‘resu;f'lf FERC Orde* ?8OC .ge s‘ "-*ecommends e

e - e L N

=at PG&E °equence SaS'wﬁ‘chf_u“_s *equ ed o pu"chase Gnder © 7"

TILLD LNNLIS lrnmane mo ;:z::c~":::
cont*acts with Cal:fo*nia p*oducers firsv a“d tha: it exdeavor o
i “ : Ty M s e

negot ave_‘ower mi:imum ,axe requirements Wit h its Califo'n a e

s

P - "’u\"'h"'v" -"-"f"*a. FRRaR e v'*-r-\"‘

producers .d bring*.hdse *equiremen:s more in linn witn the st uat

ek

iavolving _n*e-s tate pipelize supplie. ;A;ﬁér

R el

Lt o ey .

f*‘ contracvua*““

surchase obl gt gns av» bne: aécou Ated 'o.;"t 5 £ e d eterzized .

“y o, .- uw; ﬂwa,ﬁ»—l ~ “"""r

whether ope”aviona- co“sura_ﬁ.s o0f tre p-pel‘né supp -érs ' PC&T
require additional core takes of gas. tall states there are
significant operational c¢ozstraints both for PG&Z's pipeline
suppllers azd for PG&Z. Tze stals reconzends adoptionzo: PG&E's
proposed core purchase levels since they cover most of PC&Z's
pipelize operatiozal cozstraizts and all of Z1 Paso's azd are based
on geznuize corstraints 1mposed by PG&Z's systex. .

For cdeterminl the seq"énc*"g price, the staff u rges
use of average cost rather than avc_ded cost s:ating Rat it nolds
nany distincv advanvagns.

. ‘ .
' Core purchases are zoadiscretionary zas taken for operational
acd/or ¢ontractual reasons.

-
- e -

- 28 -
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o wnFirsz,;ayerage;coéttsequencing:encourages:the@gas supplier
to minimize: all.of:4Lts3 costs; bo&k:fixed'coszgand:operapionglj:as;ﬁf;
well as the cost-of: purchased gas. It is alleged-this-makes-a-
powerful Incentive for: producers: Lo keep: the price charged ... e
distridbution comparies atl'a zizimum.- 6 dn.¢ontrast,.avoided .cost ..
sequencing:creates: avsituation where pipeline, suppliers.are... -.
encouraged: to "front.-load™: their rixed~costsﬂ-nto-demand'charge«
which: are-cons‘dered unaveoidadle” and«thus~rpmoved\m.9m the- cos

the: gas for -sequencing. PUrposes. ..« imn e Sama -

-V

-
e M Mmooy
o e R T ™

.o

~o e o cFurtkher,-stalfl staltes average <ost.sequencing. is-well-~ ...
suited: ;t0 .the -characteristics. of PG&E'S gas. Supply systel.. ke .. --.

R

~maLOnLty of gas Is proviced by twolarge- transmission. pipelinesaggfhe

EWO phpelines.-are roughly: equivalent. in- size and ava Lability of..gas,
are well deprociatec-~n Thelir: useful lives,: and'are~able".o compet@--
with each - o«he O an-equalwbasiau This &3 zot. necessar* 1y, toe: case.

e -

Laseuthern Lallilor o "“esu_ike

El Pas¢.azd: ranswestern»?qpeline Cohpauy-cozpe e—xizh,. L . newes ;p¢
spaller pipelines such :as the Pacific
‘GPIICO);~an~a£$ibiateno&rSQQalehicbhpringqqgasnf-om.Canada .nroug“.a
prebuilt porticn of the ANGTS, or the Pacific Ofishore -Pipelize . .-
Company -(PORCOY) pipeline from th Bondo: Potz z,pﬂoﬁect-opera*ed >y
EXXOBLZ% L onmmToauco mmerssomis to R

. -~ ) ry o, oae
L= M PR W e vl L ‘

Tl I .states PG&n.has-a_so recognized -the use. efulness ok . -
comparing;ac.:and 21 :Paso suppl es«m.am.av age,cost bas s~anc.ia¢h
fact:has -adopted znatwazvonév-' Lts poizary.: ves:sw"-orwqomparinbwhew
gas»fronm thevtwo;schems::;”G&’-%aa;&ua.ed~vnavnst object_ve isvgqn

wreat-the - two major~suppliers»ﬂonuaaba aacnd-ba:gs'assum,ng_pr

whichrare-competitive-on the -average.” -Waere-the w0 zajor. ~-: «.-
suppliers are.able.to:.compete.on az gvsen:ial’y—qu;gqgngbba;ggr:gqp
of average'cos:xaeque:cing'provides'a&s:gni ieant X‘SLQéIGFu@BCKSQQQ
comprenhensive Lscentive for the pipelimes %0 rednce all cQ3:s azd
avolds the manipulation of pipelize rate deSign v achievé-seduezc::g
advactages. |
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P -~

sotrue Toreliminate~ther potei::;‘.al:' forrmanipulating. aver“ége cost .
sequencing’ prices;” the: stalf recommends thatither Cdmmi:s‘.‘.qx‘r: select a
sales volume:toiberappliedruniforaly:so allisuppliersiion anl o Jlus
percentage of:suppliers’ contract quantiityras: the: basds:for: luli~owis
caleculating-thes average~sequenciang-prices ~The starfireconmends: that
75% of contractiquantity:be used 2w’ the dasis fort makingikherisnriro:

—

compar son ofiaverage’ costi i This volume  Ls” approﬁma-telfyi tbe. design
' s3les- Yolume ‘embedded 4a’ 18 Paso” s commodity - rates;,: “loverwhich EL . n«
?as¢’'s entire fixed cost of.' service istalldcated and gonpares with "o
the fi xed cost:ofS service’ for the  PGT system allocaved over a similar

oo dih g by

sales volumew. - The T5% could also be used im devaloping “whe uniw:. .-
gather-..g» chargas: for Califoraia” suppliers.:: Because POT L& a cost-of-
service pipeline, it has no ‘embedded ‘sales des“:ngol"uce:‘“n’lﬂcte¢ En

T e

its’ rattes.. T Thed staff states Lts proposal would: Welp: puﬂ'-w The two .
p“ pel“*e systems ‘on’ equal fooriag for purposes of compari g amAe e

- -

average costs. - Staff believas that "4t is of the utmosy priorivy for
the’ Commission ‘Yo 'seledt @ particular percentage of:: tflsﬁpb»rreri's: Ee ‘
‘eontract 'Qq'xxafn4tf£'—""yi? "and’ TY matntaind thils: percentage Level forita Trilin

PRI

substaztial pericd of t_me« As "the basis - “orw caleulaving ‘a're-age costs

for .,equerc g purposes s t.sot err wn TN sl o as

e - " et
PR » -

»
- ».»....»..,h -

P

17 uUShould ‘the staff ‘recoumendavion mot (beiaccepted ¥tarsinyl
urges elimination of the Account 197 surcharge adjustment. Stalf.:
stastes this adiustaens offery ol e‘.',:;r.e:,;supf.;:&rfe:-s.-:a;;v..ncer:*‘ve to

nantoulate bHoth ‘sales estinaves "and :COST -Astinates Lo coBtatnran . tr:

- sequencing ‘advantage. "'While ‘none :0f the ‘parties to thisiproceedizg”

i has alleged ‘that such ~'mai':i‘.;5u"'a“"*on»s'ﬁhéévi’:act'ua;l'zy';occurred; ‘thezmore
f{ competritive —g'zs ‘market ‘and ‘the ‘reduction of -gasiprices Lolaugenerslly
| similar arall ‘level 'p..ace ‘a much greater preaniun’ on g rplpalinec iy
‘--s‘tpp:}-i-e:"s‘-se‘que- rg posivion,: As the:idifference: betwe#n thellITin
conmodivy “pr cﬂ-s charg»d by p..pe fne . s*.pp rsoshr mcs"a 1y 2"-* b "sc
.3&;m:~:':;‘ : o
1 .
4
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advantage-in: price. zay: mean. a -tregendous. difference:in:-.sales for the
pipelinewwhosc-gaswia;3¢quqn¢cdiqngan¢ipcrcq¢nxalgo:a§xqéé¢?:QQ#g;;f2
b3313~~" R I TR AT LR s AL e DT T

- - ot B B r e e e O U e oW -

AT SRRNRIT 5 . u:g_ng"adopb*on OF. -aver age-co -sequcnc-ngw.he 3ta£.umiu
states %
for Calitornia-source;gas:thaﬂ:p:opeglngezquﬁsgqhq;qnnq¢¢gq$; :
ratepayer iavestazent :io .the :gathening system that.moves  the ... mrm
California:gas from:the wellbead -into PCET's systen. :,If there.was .no
California-gas production, tals portion of the.ratebase .would 20% .. .
exist.. Therefore; :the-stalf -recommends -that -the coztuoﬂﬁservicem e
assoclated with-this.gathering-systen be consicered part of he‘.oua;
cost of Califorania gas. The sequencing:price for. California.bas
would -thus-be the-wellkead .price.- ~PLUS -3 "UBiY c“ange.representing
cost of servicerfor-PGEE s gathering systea.. If-Califoranla.gas
be sequencndmaheaduorhavailablefout:offs;a;e:supplﬁes:.bqgﬁ,gg "
wellhead:price. of the California gas-zust_ bde 2o g:ea:er:;@ag;;hemqutg
of-state~supply: less:the: gatherizg systea-charge.~: . n:

- o
aw o w e

o

vint ToBecausenLPCEEswastunadblesto-provicde azprescise est] ma:e;otgy~
the: ¢ost ol service-associated with Lts-gathering.systen, rthe-stall -
proposes:that-the Commission-~use-an interin. price-of 3&¢.per.. .- -

decathers for-the gathering systen costs-until-the preciseavaluemis:_
available.: The:34e per:decatherm was:developec through- the.3tall’s. .
analysis of; the El-Paso_gathering- systexm which:uses.a *easonab e

1;7,.

zethod. for allocating. the.El.Paso-production co;;:otssgrw.ce.,v:Mm.“m

P Y T

cmueme oo Staffzasserts. that PG&E 3. propoesal ;o?pr;gguCalifcru. 8as.-

is really:structured or.ag:inerezental-cost:basis and.will.lead. .20 -
considerabie#ccnrpsibn:regarding;the;basis;:pr sequencing, policygfzgv

sabjeczwto consicerable: = ~‘pu3a*‘oa:by»PG&£u sWbile: not- suggesting. .
lny-mani ton would take:place,- stafd states il compenitsion. |
work. dz.the-gas: warkets, - the- suppliers qust- un er;_s-;:_ap_g‘.; what, the.
consequences of their actions are to be which x

nderstandalble and believable gas sequen
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2L The 'staff ‘acknowledges ‘that by ‘adopring. ‘an’ incremental’ "
sequéﬁé&ng”ﬁdficy;Ttheﬂsbquenc.-gwprice-:or-ca__fornia dtscretionarxf
gas would be $3.00 per decatherm, while the average price for that ti*
same gas ‘would e 83,25 to 1$3.28 per décatlerm.s T The starl believes
that "the benericlall effects of ‘average o quencing -on PGEE'S UL
otker :najor’-suppl.ers«farﬁou*we..-ghifzhe‘ezrect‘o'.,ttris\:re.a;t_vely~w -0
higher sequeéncing price. "Stafs pofats ‘out ‘that  of the ‘total "gass: K. -
avaflable 'to PGLE, "only 6.6% falls "intothe Califoraia discretionaryl
supply category ‘that would Be allowed a. “_3her-sequencing -price under
the 8%aff proposall’® On~the?otherrhand;«more~vhanw83$~o$9ava,lab1e:xA
Suﬁﬁiiédfwéﬁ’dﬁbé exposédﬁto tbefcdns derable ‘competitivespressures:
eaged by dverage -cost sequenc’ng.\ DL AT Lwan aanmoTilnt T ot
ol " "For sequencing similar price’gas, the- -stalff recommends’luus
éﬁploynent~o~-'-"wigcow concept" zowcomparemprices.h:Starrﬁs:ates::he
window concept helps-compensate forvt hoitnéertaiht tinhereatiinso o7
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historically provided “the lowest cost imterstate :supplyof’gas, on a
total -average .cost bYasis, '£o PGEEs - Iv states thateartifiicdal ~: ron:
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cu*rent»b‘ll-ng-monﬁb. nmenlowe

PCLE 's*Rate‘De Eg:t::fﬁ LIl

,_u s

,...-_ -

e g e ey e

PGLE is proposing rate deé:eégéé to all cuytomer classes by

.‘,-w- e e .

allocating its péoposed et *evenuewdecrease o. $1?1~millior ($200.9
million GAC decrease,:plus Iacreases-of-$49.3-nilllon for attrition
and $20.3 L1468 ’or LVG costs} among al*~clazs»s “’G&a Proposes o

Y - a-.

distribute one-t“ir¢ o. the -et decrease uo -es*deut al and

- - .

commereial custome*s, on the bas L2708 an equa-*pe"ce tage cdegrease
with two-this ds of” ﬁbe dec*ease a’located ot the ’ndustr al-c.ass.\

«u_.,-.-.-..--. -.u—wayu fl \......-

PG&E states tné. wh‘le.-.a proposal. modi fes-eourr nv‘Coam-ss-cn
guidelines in settin rate *eve-s, :t is *n‘keéi‘ng“w‘th the

to minimize fuel: switching of:a’” ,

Lmpact to kigh priort yfcusvome;s.\itﬁfjww;

The ’oilow 1g"uab7e shows PE&ET

n.u.-.v ._\-H-.'A p.ruu..-—/i-u-d

and the proposed:decrease in;rcvenues..ia"

L R
- e - rur ot

e IS B
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i
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RN Sy \Reaa_e RavCS*m,

The rates’ ‘charzed to PG&:“S *esale ‘customers;
-ﬂtbe City..0f . Palo Alto. (Schedule _G=60),." “the -
ity-of Coalinga-(Schedu_e G=61),:C. P.
Nat onal Corporation (Schedule G=62), and
. Southwes: Gas, Corpora ion, (Sekedule G=63),*
' were caIcu’ated ‘using the’ Comm,ss_on’s method :
deserided in D.84-08-116 and areé based~onJhﬁ
four components: (1)—the ave*agewcosv o’
purchased-gas, (2) fraacaise fees and il v
uncollectibles accouznts expease, (3) 2 .
contridbution to gas margin, azd (&) GEDAI " ‘Ia
- addition, the ammoniz-surcharge -is, applicab’
to the City of-Pale Alto and the C‘“y oyt
y . The rates’ re"ect whe"upda ec .
average purchase gas costs ‘over the GACT
forecast period, and result in a decrease o
this customer c¢lass of about $2.7 zmilliomw:
Although ng the~met“od outlined L2-D.84<08=1.16, PG&E
recomme ds furthér investigation Lato setting-resa-e *ates.f

b.. Commercial Race' Sc eduhe G-zjrnf -

h

LT,
% eo

PG&E is exploring whevner or not-rate des*gn 2
changns-wou&d.be warranted ia o*der to DV
micigate further sa,es ;oss on this ‘

sc¢hedule. Any.-such.eh anses wou;dAbe proposed'
by PG&E-ata later %4

PG&Z states Lt has become~apparan* *“atﬁfd;p
commerclial zas service is not ilzmune Lo« i«
coapetition '*om Other *e°ou-ces even '“ough
these customers do 7ot normally” have T
alternate .u#l Capabllity iz the zmann er T
required for lower priority services pERY
Therefore, one or zore new'scaedules -af be‘
proposed wo zmeet thls compe itioa, v
part rly Witk *espnc larger ;oacs.r”_
For e parpose oL -this proposa;, -LThe
dec*ease allocated to theiconmercial class:
would be .applied to such new schedules.
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1 .

¢. . Industrial. and. Steam Electric: Rates. .

T et P e e e -...' .

(1) Sched.u 1o G'—SO . ':;.,'.‘..‘ :‘:_: :;',.::7:‘".'.:'-
SEhedul»»G-SDH*: 2 .h*ee- er ﬂndexed
“‘rate. The. *‘hst ‘two. tlers are. Yndexed
k-2 cnanges e price o.,ﬁz Luel oil.
The third-t! er is set equal %to the
Schedule G=58 rate;iwhi ch~£s‘tndexed}to
.changes in the price .ol 36 fuel oil.
PG&E‘propozes.xo educe the Qurrent rate

"1eve1 .3 each,u-err ”nusﬁ,vhe:rﬁr
. t%er {5 set at %0, -%9300. per, tnerm, the
.h;f‘second tfer {3’ set at-so LEE00 per
. thera:, and ‘the 't Ird tier, ‘set. .a’c
$0.39000 per tx e*z: ‘Th’s will ‘resuls %
a total decrease %0 the G-50 customers
of approximatel y $L5.48 millions PG&E

... proposes o contirnue the established

T Indext 2g meckanism at 'he dew”*ave

. .. levels -nt-oduced .n

- w;,proposa;."“f”

- ~>«.~lnd:
“

(2) - -Sehedule G-58

. Schedure G-S3 *aue i-*‘*dexed vO changas
“ee s the. ave*age ‘price of #6“1;»* oil, as
o posted,_nf°'at“'s“c‘lgraﬁ. PG&;
.'.proposes "reduce “the current level
Sron. $0‘37572 per*vhe-m 't0 78039000 Per
. -thern: (18%) ;. represazting-a“decrease of
$0.08572 per :hern, o.4$3o 2. mfllion.
As 1z Schecdule =50, PCG&Z proposzes %0
- continuecthe incexinmgizechaniss -
"established-bysthestarifl; starting witd
tlithe new. rate: &eve-»p*oposed“_z CLhis
Corlcasest Tt osrrnm vllonmmoe

;f;“Sche&u_e Gaggr [l T iTE

-~ TheOectober: L984 zindmum: bid pr-ce was
Cirset at:$02380004perstherz based on (1)
-~::he§antic_pa ed . gas-syupply.sources
U reqQuired to se*ve..heﬁ.oad~'o ,.he
© momth;u(2):the~price-ofialternate fuels
T toupoteatial: Schedule: G-59 casvomers,
"andr (3) the: cos“~o..ura=spor**-g sas.
T Under *“e-p*ovisvons ofrsnisiLarill, the
bid price.zay-varylover:she:iGAC tess
peried. The Schecdule G=59 rate 1ls shown
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at“$0¢38000’5er*tbérm“fofﬂ {1lustrative *°
purposes. in this proposal; however, °
. 8iven the expected,low»r gas costs
"duz_ng‘the “est,pe ‘“'43'*‘kely
‘that’ the oind mum b d pr*ce, w ll be
- lower‘-’m‘::._

- . _—-w‘-«‘~ o
~ . P v PRI

Cﬂ} Schedules G—SS»and GhSY L luTunnl

-

T ‘L’he *a‘tes “or ‘Sc edulea G-SS and G-ST

per uberm. recent dec s-ons, kese
razea ‘Have’ been mad nta ned av ‘eur en*
levels:, here have been no developmen:s
which’ would just‘ty‘a cha“gq"a. this
‘t-me. i.. o ™

” o AR P R R ",-».,--v
. [ — W e

(5} Schedu*e‘G-SSA 1;a::$;x:*i”: P

'1“The commodizy cha*ge’*or se*v.ce under

“ends sehedul le'Ls’ tne” ;esser ofthe
Schedule G-55 commodity ratve (currently
$0.5405C per therm) or ‘any otherwise
applicable.natura :gas rate:schedule.
,Unde* 2G&Zs existing.gas rate.

. eduIes a cogenerator may be billed
Tunde . (1) Schecule C=58" "m‘t nas #6
“fuel oi’"a31£cs exclusive alternate fuel
“and.{is wi’l ng to accept th e'lowe*

_.prior J(2) Sc edule G=50; or (3)
Sc“ecules “G=80, G=82, "oz, G-éu for
”.ﬁc*eme :a_ uqaoe.‘__~ - y

—_— - ’,
‘..‘4r‘ g - .-r,
LI bor e

Sche¢u.e G-SO rate is: curreatl y Lower
‘than the:Schedule  G-S55:rate.:Thus, a
:rcogenezato::would;be:bil:ed at:-the
lesser commodity rate of Schedtle G=50
according %0 the G=-55A4 variff.. Uader
these circumstances,; 2C&EZ adiusted-’
L. revezunes.unger presentirates: to reflect
- forecasted cogeneration:salas:under both
‘:Schedules:G-SOeand:G-Saz::IheﬁSchecule G-
554" rate. . wassses-at an average~rate of
--80.43202 per::he-n~'o*,pu*poses oF this
.'~'::r ce proposal, . which:refllectssthe
.wzg proposed: s :e:reduct g in.the:G=50 and
‘ G-SS-. es.-~"*4z¢resulus iana- decrease
abon*~$5 8'“illion.n;;7: ;

o - -

w o

-
‘ S5 -, gy o T o~ e
N A ‘5""-., T e ..‘.'-« GO [N
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A = R LY

.o R =N
; a -
PR

RO nind

(6) New Iﬁcréhen alnGa$~SaIés Rates

Iz the Dost recent GAC “decilsion (No.
84~08=116) three:mew iLacdustrial
rates were adopted, Schedules G- O, G-
82, and G-34. It is Qifficult o
deternine at this time which incremental
L _TnUsales rate. WoulI¢ be more attractive to
'~@~*~industr‘a‘ﬂcustomer3. .*anGéh’s—gas
e TUeate design, arate of T80TL3000 T per
"uherm wa3 assumed Jor these .ncrﬂmental
'sales rates. .However, g_ven“.h
o xpec.ed “ﬂduct on_in gas. cosx3g the
Tactual rates under one or “more 0T these
schedules zay de Lower.

- . —rpte e

‘The Coamission’ iz.D. 8u-08-1‘6£§130

LTestablished atemporary-rate for food
processors whe operate in areas where

e high sulfur fuel. ol (s*eazer than 0.5%

u.sultu*) ‘may be: bur“ed. “This'rate, filed
as-Schedu_e G-86w_exp es*Vovember 20,
7984, and ts applicable te "fnerae zeztal
rsales" ornly, as'.deflined”:for Schedules G-

~~80 G=32, and'G—84 S.*ce ,h‘s rate is

o @Xperiment ardravailable. for onl Yy twWo
”‘montha of ““e ‘GAC .orecas: peribd it s | t
-Lnn*,shown iz the-rate proposa&aivw ﬁ”'r““ :

v -
R .l T e et d -y Mk ]

d. "*g“ Priority Rates

In order to s.g*al"*e current 3ndwpend ng

omeduction in: suppl r Z2as pricez to the high

wmprior Y. custome: he .average. resicential
“(Schecule G-T)'and comme-cia ~rates.were
decreased Dy equal percen.abes until the .
revenue requirement was reachec. fter the
residential average rate was deterzined, the
Tier: I *es-dent,al rate was set slightly

.. above 85% of the systec average rate to

TlensUretithat no-resfideriial customer.-wotld
realize an inc¢rease in rates. This resulted
in a decrease %0 the residentlal class of
approx_zave Y. $22 T illioa, anc“aﬂdec*easeh. et nay
£o the commercial "class’ of about 36T T TS R e
zillion. >

o gtndy, e SR GF 6 GLIN I Aga et el e dgt¥d u':-«.-vm: vt S e RS LR e TR PR

~ues oy, »m~~34'“he».ollow.ng-;ables-show PG& s:and-s:a"*snreconmended'f'ﬁ
rate design with and witiout the attirition allowazce aad LNG .

s

. r‘-y- T

I el :M‘": Nl T IGEINASY Cdme el ahew wwin Siveem o
adiustzmeat requested by ?G&=. '
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h._,, el N,

Staff

The staff set it.s propozed ra*.es'a..s follows:

1. The first tier of «he .residential rates
at 85% of the SAR.TT

2. The second tier of the res:'.denz: al ¢lass

T — avmthe;scurrent—rave-.—u- il

e M
m omag e “,.‘...-»-,.

ST g ITHEIGERN e dtiChescurreat ravesl i

The P-2B rate at $0.637110 per
“thermur, o - T g e e

, )
- - v F L LI !
LT Aah s ’

_;"he G-SO block’ :"a.ees,”G-SS G—W"S’S’, andi%tne
incremental sales rates -CG-8O ~G=8257a0d G
84) were set at present levels.

lReaaIe rates ..,et as SheTsum of

- ...,..... Fyre - “n--- ,-\-,ﬂ--‘-\-o -~ -..m- -

‘Al The™ ave-age “eosL 0 gas. vt
~ranc ise "ees.

-
~
-

-

C.'ontr- bv.. fon" to m'a‘rf-'in.

Separa:e balanc ing® acconnt.r"or each
r'esale customer.., e

»> oM
"J‘bw\
"w P 4* ﬁﬁlf- 12 s e

Amonia surcha.rge “or (of.4 ie.& or:.,.a_o
AIro.2nd Coalizga... .. e

~-: —— -v-»—»—-,-.-w

Wikt oy < -1 - ERR T S g PR TN e

A. Zesale Rates

. olimy

Z-';; - The staff states icse methodology:.'or.ca culating resale s

- Tl

“ratés-el osea.ywpara‘fle...s ubat cr.r' ect s p;.oyed a ke SoCal CaM

B ]

" “proceeding (A BU-09-022). Sta proposes the‘ ~:.se= of" a separatéc-c
balancing accouat Cor-eacn resale customer arguing that it ensures:,
that the individual resale customers carry a reasonabdble porti ca oﬁ“ arsT
the GCBA. ‘taff's”’«ﬁxéthodo-iogy for resale rates differs romm,? ORA I

metRodology bY-exelidfng uncollectidles ancithe Loclusion of Ltsd fuce
proposed separate balancing accouas. tafl also states the

,,.:;,_ccgnt_«gmb“u ios to margin was established iz the gemeral rate case™ard

o B P R R [ JU Yo '2‘ N s ,:' }"'"*""‘" Py ‘“*3--'**.- N4 Moo T el lnrs oo e
i3 curreatly calcu ed as the curreat resale rate Fithout the

e DAY ol

..'.,,amon"’a— surcha':geﬁless -gas’ co.fr"'“*f‘“*anc"z‘ 3e>gnd: ""*coﬂ-.ectt“b-les.,» and fm..
: o ] RN PTIDT Nk STRLRONd LI Ien AYETH0N I SHI0GO™C ML of 'w
Uhe GBDA !'a.u-- el Y aToren
SEMAD eI MIT 2V e Lt s Diees D Sl L300 s Shenl®

~
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B. New Priority 28 Rate

R foprae n_-
- . ~

. - Staff states investigal .on”has snowd”tha industrial
gaa customers are nct the only customer | Ha, a*e able to switch %o

T N

a’ter at*ve ’ueisi_ Many. commerc-al cus.omers haye *he gbi’;ty‘ﬁitf

LR ee LA v ;d./

burn propane as an al erna*ive vO »atura’ gas. ';f propane prices ‘fv

5 N o -
Ve e ...'~,.,.,,.. ’

contiaue to remain below na.nral gas priéES' many*cbbmeré,é"ﬁ,’ T

N w e e

u°tomers may well be willing *o‘-nves. -n the add*“‘onal eqp‘pmnnt '

A P s - A
TR "ﬁﬁf

ﬂeceszary 20, burn’propane. : taf’ states uhat ove~ the pas‘ "

.:.«—,r ,“... -

months (January to uuly 198“), the number O’ -23 customeqp‘Qas Af

dec*ined by & S8ﬂ." Over the same.per_od Plavt s Oilzram apors ed 2 :

oy n,:‘fuc ~'3u,' ruﬁm

drop _n propane prices .or .hg'San“~*auc sco Bay Aroa o, 5 7% to a

”“iﬁrﬂ ~ P e -,
- ..»..,...,_( ' -

July price of '§.5687 p»r therm. T - EmmrEeEn fns

o - - - . "o
- - il r--r- pv—»»- -~ e

In order to prﬂvnnt the ’oss orf additiora. ccmd" a7
cusuome*s to propa“-,_“he sta proposes a* w~?w:qrtty'23 sc&~cu

R

and rate 'oé _comzercial cnsuomnrs ‘able to buvn propaze. This rate

r"p.n ,(- .pv—nwn ,.l'v.
NI A i s

.63110¢ per uberm ,3 eqdal,;o t*n Ja ua"y‘vo Ju;y av agg_p*opane

price ‘n uhe San F;anc*sco Bay Awea plus 10%.

“v
-/--u..,, r.

-nc uded o accounv,for t e ’ac*'pO”ent‘a"p*opane customers “woul d

- o rlwr«”-. .-}__.,4 .\,-.q‘v
. - . “w

have to ‘"s.a’l add*t ona; equ pme:t““o bu*n prcpanq."'

c., ‘The Vood Processor Ratae: G-86 T;m ju‘“

;Hl'u In D 8&-08 116 vhe‘G‘.as *%.e was e :ab Sbed‘as a

”~¢.r_ - YA A,

semporary sch edu’e for food processérs. I that decis~on,'une"""“

P -

Commission also. es tablishe¢ Schedule G-80. 3otk are scqndu’é§” S

AR -u...-». - ...-;5\....

appli ab’e on-y £o "c*eﬁe ta’ sal»s.m Ir tn_s p-oceeciﬂg. both PGS

and the stafs are *ecomﬁending that the G-So sc“_dule arﬂ’oLhe* e
e oL N h~

sckedules applicabdle to fooc p*ocessoré bé *educeq wg ch wi restl

in lower gas_rates whi ch fbr .oo ! _:@eff‘ndustr‘

cus.ome-s shoulc be. more competiti ;th al:erna.n fue-s. Tnus,
[P ‘ Of. nn?nbwﬁ

.s. ) d *’L‘u!:..~ ecomme 'd tha*,ihe G-86 sénedule not “be- continued.

("v""" "F\ e Fa
- - ] o e w ;-..J\v-

~

b
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. D.  G=59 (ECR) Sales

OIS

. " LI

The s;af' recommends'uhat zOR *aués bf P’&, and SoCal

oo .,.,},..-au., PO RPN

should be set at apprcx mate Y. thﬂ same -evei - reéogﬁﬂze that'both

S e N P

utilities are n'competit on 'or the same cusoomers. Sta'f states

"'-v'ﬁv-\r""ﬂ ~ o .’\“44 nﬂ-r w-uu"

geither PG&E ‘nor SoCal should Have a competit‘ve advantage _n “the " "7

""'u"‘*"r p...-.- ;.:.o-'« -y LI R 'vﬁ- (._.,-... e ‘.J;,..,.l,-,
- -

uncerti:;ed service terr tory .bav cur*ently exfbts fn tre ©7 THE-TR

~ fow e n ,.‘,.-. T Pr—] " AEEL A el ,k...,-a,..,,,‘

Bakers? eld a.ea._; ke EOR. rate has been based ‘on “the’ mafgﬁnaﬁ cost

of gas plus K reasonable contr Sutton o marg_n.“~.“e sgars U

—..“,«.—n‘ u."-"‘ ey -~ .-Ap-nn.«:

recommends vhat PG&o S existing raue of 38¢ per_fhe*m be'adopted'as a

—.r—u o P .

.‘Pt ~,~-2 o e

'ixed rate bnt‘ 1”3 next GAC proceeding.w q‘f a’so.recommencs “that

"""""'— .'A-Aﬁ-o-hn n.u ,-».....,’.-

the existi ag G-59 3chedu;e ‘sEould be *ﬂv‘sed *o e 'm na“ b‘dd 2g and

_"‘"'l”’" y :ln -~

allow Lor i*dex-ag similar to G-SB. T ‘“"'f SR Tl

-., . P I

. Calcu’a ‘ton of SAR

| Tn 11 ne'with Comm-i°£65 rate des? gr ‘guideliges tne
: moneme . CLIr Tmam o Tme T T emeaa e a S b
SUaff s proposed rate des*gn set :;e first ¢ o' the -es‘dent’a’

class o: serv ce at 85, o' th e SAR. 'An £3=dé‘é ses as to ‘the” ’f
ca*culat*on o. thg SA3 .

u.-‘. [

"othe“ opera ing revﬁnﬁes" wh‘ch represen: revenye rom spec‘aT

._~r-.-n.m e -.,.,,&..,:..

ot gl e T Mﬂ-.ﬁ'l"v.

PR I N T

;he ;vaff cludnq ad agount of u,,GOO OOO

wor e e -~ -.n- ‘I'F -o-.p-f -, -

- el I A - - o
contracts and rents, and wh ch *ﬂduce “th *eve Le r-qu’nomen“ foom

- ./-v ey 4,._

the general sa es ¢ ~.i.:':'s: _ e componeﬁ*s*itc*cde*j~Miscellanﬂous
Servicge and O her Gas Revenu .rgnspo*ta lom. Se*vice, ZTCO Revenue,

1y W 'N‘ﬂ"" PN - - -
AV, ! B . IR ESRIALRARN - - K «‘”ﬁ, Y

and‘Renusg " ARSI Z u-:n.”«“

- -
e - e s

‘o T e

qh“s ‘amount "a,ses”.he "SARTTT

— . e e

sli gn*ly over th v proposed by PG& "d5d zot Loglude ““ese

S

evenues iz *he SAR ca-cu”at on.

- - T sy e e e .4..',..,~.,.

Fl G-SS Rato' Tier TI’Besidentfsl’ SRR

Lo e e

e I ”he s"a"'s -1clus-on“o’

,.'-n; -~ -.»,-ma- -

,‘—nrvP-l‘f R LA I o' .
. - A AR -

- *n e he PRr— s

-~ -~

As’a rgs"ﬁt 'Gf "the “zet odo7ogj d‘scussad'above, the"
staf -p*oposed G-SS rate is 57 6?8¢ po* therm "PCAE's” propoée&‘*a.e

i3 Sk, 050¢, ‘the current rate. The stafs’ :atn 1872 .54" dﬂc*oazo‘f*om
the current rate and coasuzes 871 zillion of Lhe uAC dagcraaze.

' .
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- - .y -

sz .,-_,-”hewr er Il residential:.rate rosewzron-7&;622¢wt0h~~——

.
Y
LA g ey
LR

instarnt Ma:i;propozal'uaes,vhe4&2¢~na¢e;me:gkx;pgqause:tbaﬁvdec;aignz
adoptedwit.meoweVerwvtbere*iamnowauggesticn:in Da88-11-026,tbat~m9,a
*uturewrev»nue«Keductsons should not 4 'any_part—bewusedv 20y reduce -

this rate level.  Ltmolilgzuz bar amecuses
DoonreunniGer Ammonia-Surcharge~ca: s oczimzaris

- - e T ow e
B e L R I "I S RV S A )

-

Sonn oz omozSeCal requested. the -3tafl Lo -revd lew the Ammonix : . .~
Surcharge-Adjustzest Clause-in the -November: 1984 CAM -proceeding ~.-: .-
instead:-of-the May 1985;CKM;proceeding;as:oniginally;scheduled@¢ o
SoCal currently: forecasts:aztotal: nequi r@nen*~of :$15,283,103 (see.CAM
A.84-09-022) for the Novemder 1984 through October 1985 forecass
period:: The:staff.bas:included in its:cecommendatlion:an;assumed
share.for:PG&Er0L: $4,900,000.:for the: Octobe.;«98& canough ~Septenber - -
1985 forecast.period:based .on.figunes subnitted in.the SoCal-CaM. .

Iy .

e
~ s e

which.PG&E-bas«not included: in~its-rate-design.proposal. .The svaf’
proposal appears:reasonadle. - ~ooen smos e

P—
I R e -~ -

e

H. Z% Paso Mimimum-~-3iil. Crﬂd

awt

The staff did not izclude azy adjns.zenv for m‘*‘*um

e el ek

DLlLl erecit. sigce:such. reductions a:9~spﬂcu_atiyeyapdpresgnu. taft

ctates that inc D.84=08=176,A.84-03=07,~PC&E s  1ast . 3priag-GAC . rm. -
cecision;,~ the-Comnission . rejected Iaclusion-of any.suck.estizate. .- -
because- Ltrhad:not 2ade g, final determization.regar 1331;5@;593335p;7
~sal§5" fer.SeCal.~ 3:z.0 seosngn .

-

T [P N
. CNA SANT I e e me s e
o ~Ioonn

I S .- -

reasonable in view of h# Lbs Lal leoss of _ndus“*‘alqipad‘cue to

Ve om

fuel: switehing-and:is: shex only“so-_ L PIOPOSAL Witk Lhe opporsunity %o

o bl ek

stizulate arsignilicant.increase: In- gas: saleg..~ 2 wi~ors 3

s CMA states the Commission. should fake: full- advantage: o.”v,e
opportunity to-rmecuce industrial! gas :a«gﬁzﬁgﬁagpp@pet"‘ve leve&c*'ﬂ

DL e
e N AT

A e’




A.84-08-067 ALJ/vg.

withoutﬂrafﬁfng“*esidbntﬂzl'ra?es'Or”denying"’G&Euﬁheﬂéb‘lity to
recover ‘43 auttorized - -evenue-“equ: regent. "It-states there!isino.l:
question  that the significant :Ingrease :in Ioad;w-xlureault:rm anorun:

droadex spread of “the company "sifixed cost ‘Tecovery; lower .averager::
gas ‘costs on theasyacemjfandﬂ'urthe*vinduce-pr,c reductiona trom’gas
producers acéd suppliers. : e lomlEe

- L PR

Failure to authorize an appropriate -reduction inlizdustrial
rates will,‘argues ‘CMA, also ledd %0 ‘even “further uzeconozic fuel
switching, -something the Commission <s tryiag to aveld: i Further:i+.i

L

increased -usage by -the industrialiclass~willllower the average:cn-t~'
price’of gas Gomizgiinto PGEE"s-sSystem’and: broaden*the ‘basefor 'ixeﬂ

- . Y e 5 - “ - ; . - r ' .oa )
o8t recovery. i’ tniTIsl o nuy Uonmednonghoend o met TRLL-TlesZ

-~
PR - PR —aa .

T iCMATstates thatttogive the high priorityicustomer class=eu
the “amount :ofirecuction ‘advocated by TURNIwould’ beucoun-e"-productive

by encouraging further fuel switehing by low priority customers’ 577

causing a’continuing” ove*a"’ceczine:inﬁgas:sales. sTherpltizater:.nw
result would be to require high prior‘*y customers:itoiabsord anieven:
higher skare of tze PG&E system:ifixed:-cosSts.r T

LT LT anv Tremlaw koo <z;:t: Tor

- Py

-t PR

“IiTT L UCLFPaddressedionlyithose ratelschedulesiaffectingiits I

zmeabers. - It:sta:ed::&at‘bif&rcé:ionlof-:heEG;airaté.ﬁould:nayeaonly:
a modestﬁeffect?uponﬁa ternate- fuel investxents,:that 'heiproposedimt
Tiers-I-and IIZG-50-rates will’reduce pressure: to” favesst:iia #6: 041702
capadbility iz the short ruz, that the proposed G-58 rate-weould: signal
economically availadble gas to food processors, and :hat.ﬁb;‘ffective
G-58 rate-wouldiobviateithe need:for: the (=80  sertiesirases.

. e

. S e e
‘- R i e

SToNEAn 4;-.URV stateciit. agreediwish T PG&E-andt stal -ineusyrialcs
rates aust change %o reflectivariasi oasvin::hercosz o lvmiT

traasmist:zarket: signalshto suppliers.iilisrstated wham a strie

o D LR

2lteraate Tcellb%EbEhgipbl Loy ks no--o“ge*.cOhs **vn‘“'ﬁoxeve**"*

t
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sy
-
"
rtn

TURN conuends .hat res dgn -a?,andﬁcbmmerc-a- customers mu:t noT be

P I

lefs beh..nd wi th vl:u: h""‘: -co:t"' burdens trat: baJe bee-:- :nposed upoa

them in recen. jears argn_ng ey too "should de allowed ..d share in
the rate duc...‘i,ons Rat. are zow avalil a.ble. b

- ey r.- e ~ 0,

- TUR\I" st.a'ces ‘“hat :,i,.cve ..}:e~ spr ‘d 'C proceed. zg

P L

(D 811-08-116),~ PG&:.. s averageJcos.. o" ,_ga: “'de..“:.ned -for the purpo...» as
the "eurrent cost of purcb.ased gas™ divided by total sales, has
decl ned*-*‘rom 38.96G9¢ per trerm %o 35.691¢, a reduction of adout
3.‘“_,¢. Under 'I:URV'3 proposed. revenue, requizemenat aand rate design, the

LI Aot .

rate redu:t oz:.J £o dus‘ar..a (and othe*‘) cutome*s wou & be about

.-,.,-. ...\,..,L

,6¢.v "‘URN states ..l:'.a* sure.y th.‘. "s a w:’.‘.’.‘. e"" s g::al’ to
producer& nat /pr..ce concessions on their pa.-"- wi 1 t*ansl-a.e iato

Earl 2t """V"

decrease¢ *ate..s a...d a-'=...nc,:‘ease<: garket. 1"‘/3‘cate3':» merﬂ’are dangers
...n steeper- "a.te cm..s suchias the 8 6;; (‘28 )-*edz.c G-58 £

proposed DY 96&3_ , - e ’.'?'T.’ R

L . TURN sta.tes that the sequenciag and rate design f na""y
approved w‘ 1%, se d. ..he approp iate s-g*al *o _gas _prodz.cers but—% 'v
*ndusx.:'ia_. ram shou «d ot~ beu.owe-od —so as. ta e:I.nina,e v‘-"z..a" 'y
all oL ‘pr‘ce"compot‘ tiony L*f‘*arguc.sr—, % pocen Lal "or'-fu ‘.:ner ~

- [ad)

ma*ke" gains ‘Tust continue i% Califoraia nopes .mach_e'fe:ceven“:owe*
833 Pr‘ ces in the future. - _ - O

[ -
- - -

=

TURN. st ates :.vs.rrate de&..gz:—-propos’é_ 4 ad.:e':; g...ec'. Lo appl‘y

: bo..h ..o'«r and. "* "he- .,ter.me,é ave-ve*ﬁ' "mu*a--a.n »equil 'sharizg of
rate ;:-ec'.z.c....o-ns anong resideatial, commercial, and izndustrial

customers. Initially, TURN presented two alte*nat:.ve approaches,
e‘quaﬁ" ¢cents pe "he-::i 22 c‘._eqx..a._ perce :.';a.ge changes. vfh le presentizg
two a.pp"oaches &URV *ecomends*adopt,om o..»— the eqx.a.l.;ce vs per thers

— . L' TN A e e R g ‘,‘ [t o .
'«.’, [y - e M R L e . - - - ,' _,.‘ .

— a- A, . . *-_ - A
- — L R / -,. T .

The~following table shows "'UR’\I s.r corn:ne.‘dped rate desizn.

‘nm,«

IR R TR RN
RNLEINR |
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Res, TI 1,501, 006
Tier 11 : 414 062
Total 17975

1 093, 611 B
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l 206~1'0'

" . 304, 584 ‘
: 343,697

106,229

3. 754 310
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Total
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!i:
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t,‘ o 5

s Staff proposed ratés f.;ha«il f{)r illmtrative mtposes or}ly (E){. 29, p. 'I) RS "

B i Cr}

3/ nadition of 1332 Mth reflectmq G~10 dlsoamt an& suhtracti of 5 'IOB bs for ¢S and GF,
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IMOTEX
_ /nr- f"““ - *‘r\nr-qn -fA,.-m-- P

‘Mr. Cottrell, presigent, test fie¢” that It was~necessa*y Eo

'. - u.: ” P
L r e e ok Ty v T e " -

retaia uhe present G=55" rate” in order that” qualified cogeneravo—s o

el ) a,»" I b ".‘f—vh’

using *enewab e’ fuels suck as b_omass ma,er*azs,“wood, eteS could”

e TR A ....-,«....-... . -

R S «..s,_ P
Va s

compete with 3team'flect c util Sles, " UUvT RTARTEEOS. LD

'-n-f,t P e L)

"Independent’ °ower Cogpora *on e e Ty

¥ ".....‘. -~ .

Indepgnde;t ?owe* Corpora on .3 concer ed with' uhe'G-SSAr'

S e . e ™ a -..,.‘ o o

rate for cogezerators. It 4s 211 eged “at ”G&n d 1zinates” 1a VPN

n-..':, Mr\r

applying this rate and if 1t is x_:ot app;.:.ed £ar1

-~ Uy e

..,A L ,.,p"l ‘_'r‘\fﬁ m,»

“he economic

,a.o - - ~ o

béﬁéflﬁf ofiébgéhe?ét on’ prodecus are nde*m_nﬂd. SEarLof-

,.',.P‘ [

AR
. o

-
'

[ R et

Because @. tn sﬁgl eged pr_c : d*sc*epaﬂcy, ?G&E anc che”

el

—~— no,,au‘ﬁnq '
.

staff entered fato a stipilation .rat'?c&z's G-SSA schedu e,pe T
modified as, fgl’cws. i ‘. ‘““ e 'i_“*::"' T
a. ""All other app feable rate sehedules” = bh’d‘_

" pe 'deftned Cordnclude, T fort that portionriofs oo

tue. gas. that, woulc ave Deec. usec in. tre . .-

produc op of ther rmal’ ene*gy, uhose rave "

- gschedules otherwise availadble Yo The gite oor
A special Condition T skould de added to Aher:

tarill which. provides. .the, pr#c;sehmecuan.sm.,a

for measuring gas whi ch would have bean u e
Bt for "the cogeneration proces&,‘ 12?5«5 Tuis

With potenti: -’adm’:fst 4fv£*prbb1%nsl‘»imethaerxia thne:
stipulation,: PCET and Indepen dbnt Power Corpora ﬁn-p*opose nOLuse'
standard Tactors Wased on’ curreatly ‘available ™t .orma:tonfconcern:ngf;
gas turbine cogeneration profects. -OFSsim;lé“cyc’edgasrtu:b*neki:ﬁt
cogeneration pfojec*s, the standard factor would make: approx.za“ ey’ Al
TU4 of "vhe ‘gas eligible for G-58. . For comblsed Cycle gasurdi
cdgénéfa*-onwproJeccs?ﬂzhens:anddbd‘ ractor: wouﬁdumakﬁ'app'oxi.a*n;yf*
50% “of the gas . Y g*b‘lefi-dr\‘iG-'ST&‘.'l P ELTITD e LATrS wone JNILnl

LTCNUYY Anheuser<Buser, "Inel./Nabisco - '
- .-2ranes, Ine. . (Anheuser-Nabisco).

A..‘-. o e '" -~
- W ~ ! - -

LIRS
v

PR '-..

s

o .. Anbeuser~Nadisco supports °G&3ﬂ3_1aue des‘~* 5T

it b#st~se-vos the. . PG&n,obJective-.o.st:s“g hend__ poaﬁ*

e W oAy,
[ A
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R T ‘V'-

-ndustr al ma*ket to tke bene it of a cus*omers.ﬁ PGEV*S proposed

rate design will p*év‘de 2 s_gnal to al‘ 823, suppl ers w‘th tho

"N(. Tl
~

potential to enlars- tﬁé-r maﬂket.w'Wfth the expectation 34 capturing

SR e .....u"

new markets, increasing sales in existiag marketz and réco%nring

m

G m wo w e,

sales lost to fuel oil A::heuse*-\rabisco s..avés ';ha" ihe p*ice
competitd on .among al" suppl" ers should: ;er to"rower “PG&“"a average

’

Tu .-

acqﬁisi on cost o*" gas supp les as '..re as p ovid ng a. b-pade'f

~ G &

customer base .o* p x»d cos" rncove*y.

v

- e - . o ....,,..'-,.‘
wu..‘ oo -

It is also s.a nd that ube app"opr.a.e"ess‘ of ”a ona.‘.e

r--.;

proposed byﬂ PG& is, also re:‘lecfed ‘:z "he pos‘.‘;.‘.on o; - : 12a C

L

prices, albei" cn an _nter:'.:x basi.... ) e

4 4=
&% st

-.nvnv

provices the su.b... 2 r'; ' wal r#dnc-’aions Az; f_ower- priori,.,y .a.es which
will secure Canadfan®gas’ price comcessi cms and arford o 7G4I's othe

ﬁf"
IR qmyauaf

ratepayers the, bénef‘ ts of . subs.ano‘al r....crpa.sec'. 3a,m.,s.

Borax ~r Uoizy o cn Dladn Tonootooas

Borax ..upports ?G&”:."'s m-oposed *a. {qs_ g:.: :Pta ing that
over the nast decade there. has béén« an. eve* ..c"éa:?,..-xg,... rend toward
the loss of -industrial. gas customers. from: PGEE"S. Systea... It states

that. ‘du:‘iﬁg-'t‘l'xe-‘i»s%?u%: -pe*:’.oc ~om-the oncer. of ;"r"oi' .-I-‘.G&'?"fs. .

- e -

-, . .
R -
R e N A 4
-

prices and rapl é-y i.ncmeas 28 gas ’-"&v.‘&&"l'lj?:"ﬁ bqenr ::'f:.»pqn:-*ci‘&ﬁaﬁ f.~.°.=:- wrn
this fuel \switehing.s o cuw ~ore ™ teenmizl o nnr  mrows Loy

L w 4-.,,-’,.'.»
- Ve N

ORI -

-« noo~ Borax states that:-the - dt.str..a,; -cus.aome*s are the. -orl_( -
elastic-.y, once rates are "*opped, .ueL swi .._r:.'x -w;'.".f.:. ':ezpord b -
returning ©o0 the system and abam‘.‘o yor-u ‘ze,‘:r altermate. fuel sources.
The returs O ""*e sys.ec: won..‘.dmcw-o::'..y ..c:ea..e.:}.e..».,o"..a..._vo’t.ﬂe of
gas ‘But “send ‘a T rorg e::cox..raé:f =g sigmal -‘*o Carerorsis Ladustry that
a ¢lizdte “exists "rér “tife expadsios “of “exfsting “adustry andtoa it
dewlopmeno of new nn.e*prises. ‘ ‘

ﬂ‘,, ';,».
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crim lc:Borax~also-asserts. that-in determining ;pgzgggpgg rate . for. -
industrial. custonmers,.the Commission.must.reduce. the.rates.to-induce. .
fuel switchers to.return:to:the system acd that.the-spot.market.for.-
alternate fuel-supplliles-is-hi ghly»competi ive and.a rate. decrease -
nust: Deat: thatrmarket . -rurther, Borax-states these-fuel switehl n333;:
customers- have existing-bdusizess-relatlionships.with.oll.suppllers.. ...
that- they will.not abancon-at.a gas price.thal.jusy. barely;beaks,theﬂu
oil market., Also localutility.user taxes.umust be.consicered.. in the .
overall-cost: of. gas, and.a-switeh.dack.£o gas?cpyrdvgahseha .oss obﬁ,:
"grandfatherrights-uncer: local. air pollut -Qg_goggéo;ﬁrulegf_*_yggfg
latter items azouat.to.a n—ﬁdﬁa,-993~:.°~;.-,;3?§;-::_-:.:~ , ;: voLlidemevilon
no ooro Following: Ls: the, G=50- and: G=58. rate.- offered. by, Borax.asnan
lteraative: vo- the 7G&E,. stall, - and IURN: p*oposa_s~ : , f
Schedules -7~ TUDEEEN T LSYALEIN. _"m_y LU Borax Nnit

Ga50- - GEITSUVIL OULY T LIIILUNTS TL M cnnnoen LAt e w o mme
Tier'I 5000607 80066 BRbgnIes L
F‘Tie‘“ II e T s S " - ’ “_ - -171'7777“,&- "o~ s u81 qu ~ o,~u163 e
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a LORC I
A 3

o this 2. longe.
ters gas rate;desbgn-pol-cyvuggv»proposes.thav g2! .COmm.ss-on apprcve
its recompendation in coucept now, -thea late.,wmp.ﬁme*‘ 1% -da detall,

-..,Uv
—~ -

in the rates-iz the :spring GAC -for PG&z-and.*He”sp“.na CaM, Tor-. .- ..
SoCal. This essence of the staffl nroposa .s to. sb"* ’ﬁom.vuauA, -

[ .

current rate desigza,. whi cn«-s~based‘on alwe .a*‘ve.,ue_ COSvS, To one
based on t:e cost“o' gas--"i SRR DEnLan lrrmezensel ds
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several :Lgm&f cant c“angna _hmwne Bas.d duv*ry,mlv..swr t“e decls
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el el ke 1o ‘
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forced 'the Commissiorn to- consider numerous requests:forispecial rates
indexed- £o alternative fuel prices; in-order to-keep:-low:priority:.
industrial ctstonersion’the gas system.-Administration ofcthe w:
special’ "targeted” rates that the”Commissionihasrapprovedsds or.n~or s
f£ricult and ¢complex’ especially since the~CormissionThas limited
knowledge- ot coﬁt“oi‘-‘ oversthe rapid’ fluctuations” in”the altermatives:
fuelmarkets.-’ Second .stbstantial new opportinities’ now existifort ol
gaé-to-gas competition amongWCalifb?n“a*§4éasxs&pplﬂebsfﬁ A-recegt .-
series o.*o*de*s by~,- -FEZRC haS‘removnd contractual-constraints on T
compet lom" among* he® pipelines”supplyiagiCa T4 foralait S TRe NIt
deliverability of gas continues’ to” extceed the derand;- and Trel. " 0T
wellhead  Prices” of several® categories of gas will' bederegulated on
January 1, 1985. In*this‘envirocment: the’ staffiargues’ thatrexisting®
rate designigp&icies, whickr tie Indusirial rates;fo- artificial -y .~

P

alternative fuel prices, are 20t structured o take’advantage.of the -
rapidly _acrnasi_g competivion amongwgas_p‘phl‘neS'and producers., .-A

Ikl

new rate desi gn poliey in.%h*cn rates: for all cus*oue*s move-wi“huyu-

ST,

cost of gas wi--, the quf’ asser tsm_h roess :“P new competitive

P
e "

forces in the gas zarkes to y_eld _owe* rates ’o* a’l 8as consume"s*“
In this way, ne sta’f seeks o avo d.a;z*tuaf‘on____uh_chwfhm,l;wiiﬁ
_ ose cus:ome*s w‘ t'b
éfférnative“fuel“capabil~ ‘ Py
threat of fuel ‘awitentnz.- m Tang Tt
proposai”%bdfc‘Hé”EEEErﬁinedwithbe "spring GAC “and ‘CAM: procee&-“gs,-w
{m conééﬁ%cfﬁg:p¥b§5351<woﬁl&*¢ﬁ“¥“ﬁé"0‘ ows's - o TnTnze TinT e
BRI AS'pu"chased ‘o2 Teadst-cosy bHasis fimst with o~ o

the izcremental source “of gas be ng . vbe'nost-, mﬁr -

ﬂx‘stin

suppay;sug“ :haﬁ “bn highes& ;—iori:j cua.ouersw;;;-

have inc.udAd ia their rates the least-cost '

‘source of gas, a“d “the Inoremental tlcad Isiserved .-

- -~ -DY. the more .expensive .Lacraezental Qa v..AS Dlocks ...

of gas are matehed Lp with blocks of de_a d“' -l
there is anm allocati ¢ sipelinme and
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\, ¢istribution fixed cosStx .o gerive sthe CQEPZEted
: e [ * :em", C—Sl‘a —Qpen-ng 3 e:’ 4_', ;.'-.: A

Tbi:nal oca*:on $~:ixed«cos.z wou-d “e ec. .a dﬁv‘s-o ogﬂ

o s e e

o, .

.~~-l-.~. IR B

the za'kev Jdetdees . core, and nozcore .custopers. | .,e,co:ehma*ket aS...

[ 4wl e

defizned as. customers.iz agiqg,gig;:,gg;:;rcugh,.-23,,,he noBeoTe, ...

Zasket-consists :of-customers. Witk fuel -3wilcking capadl y.f~.-e,

-
- w - -

stafll and, the:parties whovccmmontedﬁo::;hqp§g; proposal are.2 Sl
general agreezent that making tnis alleocasion of fixed costs pr~ sSexts
she Commission wich a difficult task, one that bolds the greatest
risk of advarctaging or prejudicits azy particular custoger ¢class.

The ahsolute coraerstore of the =taff's proposal is that
rates ~0 the zoncore zmarker will zot change uzless the cost of gas
chazges. 7This will elizizate the current practice of targetling
indussrial ra2tes So the cest of alternative Iuels, ther sec:::g hiazk
sriority rates residually. The staff asserts that strict Commission
zcherence to suck a pelicy would clearly sigrmal gas procucers that
fncreased sales %0 the Californta {zdustrial zarket will result ozly

d P o
- -

ne sroducers reduce wellhead prices :o~ccmpetitive‘leve13.

CMA and Borax oppose the staff pzoﬁosal, although in their
opening brief both parties recommended _that the Commzsszon adopt in
principle the staff plan on the prem;se that it advanced a po’;cy
of gas rates based'on gas costs. CMA and 3orax now Oppose the
proposal, based on the fuller explanation of the policy conta*ned
in the staff’'s initial brief. Both CMA and Borax are conce*ned that
the assignment of higher cost gas supplies to 1low priority customers
could hinder the Commission's ability to set gas rates comﬁetitively
with alternate fuels. CMA and Borax are also concerned that conceptual
approval of the staff's long~run rate design will preclude the
Comnission from adopting any of the gas carriage proposals that are
now before it in OII-84-04-079. Gas carriage was not an issue addressed
in this proceeding, Borax argues, and CMA asse:ts that the staff
policy is premised on the assumption that 2G&E will not have £o

. compete against other gas suppliers for the low pr iority market.
Such a premise would appear to preclude gas carriage az:angemen ts.
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custogers' rates:, *URN“suggesos an_equa’,percentage log - .
per:cherm:rate:policy:will~adequately~acb&eveq.bat;gggl Sor .the. ze sear
termz:-TURN: also. expresses concern: thal-an-expedited offset.... “nn

proceeding such. as- the spring GAC or. CAM. may.not oe.an. appzopria

LT

P.po’— -,Oy - -:‘ -

-y

TURanuggestsntha..ch*: change be conaidegcd . Pc&a's nex*,gfneral~..ﬁ

AW W 4..—-.‘_, -v---auu-.rnvu- ¥ oo iy o

rate case..*Like_TURN,,.G&a ~agrees With the. bas ¢, concept of. the,

- e . ey .
- [ AT A A “U*—'vﬂ-  — - o 4—-\-.-- -V‘ - e b e

start? p:oposa ,u&hat changes in .rate -eve-s shou d be zore c_ose;y

[ A e .,.vﬁv..\.--u—\dw

-linked to changez.ﬂn_gas coets.m PG&E *ecls that the_ propo'al,as

e

-~

v'-,-.no;t-u -u\--./u ”—-r\-in

dese*v ngdo..-mmed ate, future _anal ys‘s and study, but tgat the

u"-wn PR - aw W e W -4"-4-41-\.-_1 ﬂ.l-‘—'"ub--s ::":

Com“iss on.sheuld. reserve its approval of the‘p;opoSa’ until ifs
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. Jee28l I lim
detall =S, save bee prcscn,ed. -

- )
v - v - - e -.a_.. - e

- -

v oo [ T VR R

SO We we’come the publ ¢ s“aff's ;ong-run'*ace desizn proposal
- - - - P ¢,... iala Do - (.rw-- -.n,,‘.-.-,-

as a t“ougﬁtfu; and t mely'*nsponse £0 the ¢rapatic ‘¢hanges that ‘are

-, -t - "~ -
lv'b-—-n.\-'_“_ ﬂ - oo h,*,.

- ey
. e
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occurring in che nat Lral gas industry. We ‘share our staff's des’*~

s n e e

o

,..—uu-... - """‘f - 'b'- ‘_.-A-.,...., R 3 PP RN

_to zove away “Om 2 the Complexities’of “targeted Lndustrial rates’ T ECF

L I »-....-‘...,.. ....'.,.,‘,.\ P T I M LI I WY

: 1 nked .o al ive ’Le‘ p"‘ces.' we "also *ncog“£z07*He ‘*portance

~-va—.-.y-n-.p.-p..n . - - -

o. ending zis p*oduce-s a’ st*ong gna* back‘**om ‘tira® tL*ne't_p, €5 -~

“the arrent ‘that zas “sale’s wi11" inerease “only ”"p*oouce*3~*educe ortt

f'-— M ) #' Futo -

maintaia the ¢cost of” gas a”“competitivc*’ove’s“*‘F_zz S arenttilIc

(_’lrl-- R P - -

*tracfccuoo'the tdea d’”"“ki:g”a *a,es~*ac-oé%wt5k.boaﬂﬂ~~ so-thelt
cost of gas, in order to provicde all gzas consumers with the po«ential
benelits of expancded competition agong gas p :clincs-and producer

We will not approve the staff's proposal at this tize.
Although the concept 18 appealing, we do not want %0 cozm::‘ourselves
$0 the path proposed by staf? without some assurance *“at a fair and
reasonable allocation of aupp’ier and distribusor ¢ xec costs, a
cruclial element iz the starl proposal, can actually ne aco-eyed. We
share <the cozncerns of PGZZ and TURN <that the detalils of thi

allocatior should be studied before the concepc-is_approved;

/’- .
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More lmportantly, the expedited time Ifrace of this
*rocee&“‘sv&idfndt azzcwﬁccns‘de-a'*on:affznemscaff preposak~ iy
alcngside orer options fort responding rothe. fundamental changes i
the gas -nﬁua.ry. We-mave bSeern’ conducting an investigatlom . lnton~!
al »g car--ag' o. " egstoner-owned ~az wlthis Califorgifa »n-UuiLTTs
( T BEI0U-QTS) A number ef ‘parties .to that~proce€d*‘gﬂu*3932'J:O?

Vs e

a*lcv £ntras rate“gas” carriage, botn as an Taltersative Lo targeted

0lfa-0-p ~ ey -

rates .or Aeeping -ow pr‘o-“y cus,ome—s ~on’ the’ 3&:'systez, “and as-2

oy

'v'k-q- MR SN

way t¢ proma.é ccmpetitio* he we head. Ou* :f;'wﬁ'ch T

e ,‘pu.-l

original y suppor ed carriag nau pre'ers"': |
;rcposal and’ u-z~s us v délay approv g ear éée un:ﬁ: “he _zpzct'

A nlas (R A

s ‘*s‘*a ce dcs-g* i ’e_; and gas p*céuce*s beg‘n 'o”*educe -prices’

for ;__ customers. Until then, stall f-ars tka rr:ag*‘wo"*d““”;
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cap*‘v- core c sgome—s., Because carriage 3 E d‘stizc, a:: native

4\.\..-....' -~ . b ""' "“‘“ ¢ -
Uc

eog~e ;:“e"ua*xeb,'a-d a--cw carria se-s'.c s_:hcn “0ff low cos

g e Comrmow a8
-~ et " .

.,,...,,., o e
- b I

es,.eapecﬂa.‘y .ho:e .n O 83-03-079, a- cppo-~" pisy L0 adc*--

-t
-- - . ~v~fw
[ lﬁ‘/ Ltd

Tzor. lssues, fa.:ed by uo,h a,.e-»a:1v~s,.o-; e p" pose L’““e“

-

ar
ar

-y
R
-
- e
-

.35 "‘"s ra..e ces.’.s:: p*cposa _we. p*e"é" to gl 7e _:'.:‘: r-s\.ed.

[ A

e

;ons.l Tor % _g..,ason_we d::e yon:,;.af": or:u'ate

amt e

xpediciously. 2 prqposal .forn tow we.z2y. cgns_ e:‘:bese ‘-

T FAE R e Rl
et . N L m A b b e




34~08-067 reb/bg *

P . ,o R e, . 3 .t ' oy o7
(RO A PR, o A M o AT ¥ I sy 'y
A i » ' wr . -

oo

LLDiscussiontinl T TLTCIuUT oL tnn L AT nol o nonpremen meoms =
T T D bLJ.’Iv""*pa:c?ik:"i-pan“‘*s? onrate desicn- issues were dnmuic
" agreementithat: the: decr »intrates now: possibler provides: a
T uniquelopportunity’ o realicn-zates and:to reflect: in those
- Yates the’ fact that §as- supply costs- ave fallinmg...Over.xhe past
‘. decade industrial sales have: declined as customers: left PGsE'S
“.system ‘or -’r’e‘du‘cedi"i:bn's'umpt’ibn for ¥ variety ofsTeasons, dncluding
substitution™of oLl for gas.:” This reduction of« sales.has? resulted
Tinfashit ey lof thelfixed oSy recovery: to.thelless elasticiresi-
dential “Tand ‘commercial: customers.. - To reverse .the: decline. in
--industrial ‘sales’fand increase their: con..._but:.on 0 rrecove*y of
fixed costs we must desiyn Tates J.ac..nllt.,e..cou:age the wetura

o

Lt of eNe industriali custoner Lo the ‘Systeml:iAn increase ia indus-
TIL epiallT isales will OEE set thersuppliers'. price:: ad*ustmen £3,: and
- - Téncourage ‘further ‘price:reductionssTWe are 2lso concerned. that
high priority customers share in the recent gas c'ostwdec*eases:
. L -ideds foursrintenvionisthatall gas consumers. :should enjov ‘the '

wenefits of Jincreased comperition .among:California'si:gas suppliers.
R R S -*I.'he-‘ ‘primary difference iz rate ‘desigmbDetween PG4E
and *staf rehat PGEE would ;allocate rapproximately 2/% 058 che
“I. revenue decrease o Industrial Schedules. G-50; and =58, mith the
remaining ¥/3-all :ed son wan tegual ipercentage basis: Lo :;'x:'.gh‘
priority customersy: while .she stafs proposes::ha&:app:oa;ima:ely
12/370f tha "decrease e .split camong Schedules.G=50, G-58, G-SS5,
LIG=55A, ~and G~57. (Of the staff.proposall/3:0fithe GAC decrease
‘would ‘be-allocated £o. Schedule :G~-552:The staf 2 proposal:also
“contains no-decrease-fortTier Il of the .-,:es.::c“:en.t.ml CLASS
TEATLnas 7l TURN: zecommends-an.equalicents pex-ithezm:zeduction
shazed"among residential, commercial; and . *dz.sm:-a ccustomers.
LI TURN,“like- PG&:.,-a SO OPPOses the: sta“'srp-oco.aed-..e wesion of
(lewa G255 rate.oT.lLToTo Lo LroTIeT e DloSpin wAr Lico o

.

We will adopt TURN'S recommended methodcfozcallocating
LIS nIh WD eI smLoonmnoranome el L"’“ |
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A oY e
SR

the rate reduction, although we will calculate the equal cents
per therm decreases for the three customer classes as. a.whole,
based upon the.total sales: £for-each. class.. TURN!s calculation

- :.gnores~ steam electric 9.‘Lam:.; 2 enb.anced oil. *ecove.y\-.awI t:.e.u

:industm.alm ,r:la.;s._ We. w:;ll,‘.-,ms:lpﬁe.: G:S-S " G-_SZ,:G-59r~ a,’!ds G_’ 30
‘T through’ 86::sales.dn. the. totall sales :£or; the: industrial.class.
wu L The :escrltiug‘;kequaﬁ: cents per -therm-method. is. consistent. ‘y»ith-
- the: method: wer use: An zoday."s  SoCal- CaM: dec:.szonf We. believe
Lothat this equal-sharing of.these: signif cant- rate reduc*-_ons
“. willlmaintain: present:rate: relationships. whisl le 'send:.ng -the.
L message To 'gas producers: that cb.-anges- in~-the. ,_CQS-t_ of gas.will be
Y 'ghaved by alligas. consumers.: : Sl UL LU fW nILnD Doxit
: TOur requalt-cents pex the:m— method will -result,-in .about
59% of xthe:! ‘retail: rate.decrease-Deing allocated £o. -she industrial
"o elass,~ 1S, 5% £o -the -commer ialk .class, and :25:.;'5;%;'1cq,.;:gs_i_d_eatial
Cl z.-a:t:epayers. DI IRLTI I DL ennl ST nLn umLnel |

- . ,-,—,-»-
" St I e e

ToTnn Regalelst nWe @0 noT agree withr. -sv‘--a-f- at.-a-separate’ .

=7 balancing :account be.established :for. each :r-:gsale CUSEOMET.: The
. -same::problems with SoCal's ‘zesale ‘customexs: :;5 Termot present with

~: PG&E's, and therefore the same -approach “is not rnécessa:y...- . In
raddition, because at leastione Of 2GLE's resale customess  sets
Trrates which mirror :PGE&E'Ss . it could be difficult f_o,r_-r_ that -
©.customer:.£o -continue to follow : that policy. .,.ﬁ:..:-' m ozl

w .
et - e

" - -

omtorn=T Induseriake it We-a*e—aersuaded“:hat *his-‘f cthe oppor-
gumityic torreduce. ‘substantially gas -zates for -PG&E'S industrial
> customers.: After careful -consideration: o.-all .az guments,we
Delieve .the rate-design .proposed by 2GS 15, -with two.exceptions,
“the.most 'comprekensivercand fair: o -all-parties. In addition,
- "PG&EYs -proposal will be & evaost_effec:ive;in'Lun&ngblos:;
sialicustomers back Lo the:gas system; waile:sending Lo
s ‘ ig: necessary Lo encourage even more price
o c.onCeS Sionsore m Lonmonmenmo e n VI e e 2 ’

-
- ,,. T e e e wemom o W

The two exceptions are "‘-e BQC/ h zates proposed fos
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customers with #6 aﬁte:nate fuel capabzl;tv in Schedule 6-58
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rate wzthou the t;me-consumzag a:oceso “of “obtaining an““‘““
exemptzon from incremental o:xc;ng from the FERCS “We alss share
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3. PGEE shall Zollow the gas sequencing guidelines found reasonable
berein. I circumstances change, PGIE should use Lts managerial discretion o
depart from ‘.:l:ese gidelines; such departures should de brought promptly to the
Coamission’s attention and sudbjected to 3 reasonadleness revi

4. DPGLE shall present, in the sprizg 1985 GAC proceedi.:g a
caleulation of the gathering cost for Californmia gas.

5. The staff skall formulate expecitiously a proposal for how the
Commission should consider the staff’s long-n:n rate design proposal alongside
the gas transportation proposals developed in QI 84.04-079, or alongside other
possible options for responding to the significant changes now occurring in the
natural gas indust Y- '

6. In PG&E's 7985 spring GAC proceeding, PCIE, staff, and :'.n':ereste‘d‘
part ies skall address the following:

L. whether or rot short-run avolded emergy prices should
- continue to be hased on the (=55 powerplant rate.

il. whether the G=55A4 cogeneration incentive gas rate should
be modified due to the increasing diffarential betuween
incustrial ges rates and G=55. Other zodificatiorns %o
G-558, such as that proposed by IEP in this proceeding,
should alse be addressed.

This order is effective today. :
Dated Decexber 28, 1684, at San Trancisce, Califernia.

DONALD VIAL
. _ Fresident
I dissent in part. VICIOR CALVQ
/s/ VICIOR CALVO 7RI A C. GREW
Comnissioner WILLIAM 7. BAQLEY
' FREDERICK 2. TUDA .
I abstain ¢u the portion of this Comiss:’.on S
decision establishing gas ram

Lor cogene*ators because of Ty I CERTICY "'p'AH mere e n
finareial interest In potential VAL qS D CLSTON

Vil A??ROJ;J; BY L‘m AB "'7 '
- small power producers. COr EMI ST :;c.’S &
. /s/ PRISCILLA C. GREW
, Commissioner

sepin 2. g .,w.t:z Jcc.mweor
| 0 L ! -
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APPENDIX A

LIST OF APPEARANCES

Applicant: Peter W. Hansehen and Shirley A. WOO; Attoraeys at Law,
for Pacific Gas ancd Electric Company.

Interested Parties: Michel Peter Florio and Jon 7. Elliott,
Attorneys at Law, and Syivia M. Siegel, for Toward Utility Rate
Normalization; Eenry F. Lippite. II, Attoraney at Law, for
California Gas ?Producers Association; Richard X. Durant aznd 2.
Robert Barnes, Attoraeys at Law, for Southera Califorznia Edison
Company; Messrs. Baker & Botts, by John Leslie, Steven '
gZunsicker, aad Charles Darling, IV, Attorzeys at Law (Washizngton
D.C.), for Tenneco 0Ll Compary and Comoco, Izne.:; Johz D.

Quinley, for Cogeneration Service Bureau; Xeith MeNair, for
Shell Canada; Richard Qwen Raish and Arthur R. Farzanek, Attorneys

v -

at Law (Texas), for 1 Paso Natural Gas Company; F. E. John,

D. Clarke and Glenn D. Nelson, Attoraneys at Law, 7or Southern
California Gas Cozpany; Roy Alser and Dan Richard, Attorzeys at
Law, for Independent Power Corporation; Earle H., Mowrav, for
Transwestern Pipeline Cozpany; Messrs. Brobeck, 2hleger &
Harrisoan, by Gorden E. Davis, Willilaa Z. Booth and Richard C.
Harper, Attorneys at Law, for California Manufacturers
Associlation; Messrs., Chickering & Cregory, by C. Hayden Azes,
Attorney at Law, for Geothermal Generation, Iznc.; Messrs.
Chadbourne, Parke, Ltesgide and Wolflf, by Jerrvy R. Bloom,
Attorney at Law (New York) and Wayne L. Meek, for Sizpson Paper
Cempany; Harry X. Winters, for Universisty of Califorzia; Z. D.
Yates, for California League of Food Processors; 3riaa Swav,
for Capitol 0Ll Company; David 32raachecozb, for Henwood ,
Assoclates, Inc.; Jan Hamrin, for .ncepexdeznt Zzergy 2roducers;

Messrs. Luce, Farward, zazilton aad Seripts, by Robdert E. MeGinnis

and Steven S. Wall, Attorneys at Law, for U.S. 3orax & Chexzical
Corporation; Gerald J. La Fave, Attorney 2%t Law (Michigaa), for
California Farz Bureau receration; 2andy 2aldshun, for Cicy of

b"
Palo Alto; Messrs. Downey, Eraand, Seyzmour and Roawer, by 2nilis.
A. Stohr, Attorzney at Law, for Asheuser-3usck, In¢. and Nabisco
Srancs, Iz¢.; Tizmothy J. Ryan azd Jazet C. Eoy:, ttoraeys at lLaw,
for Reicrhold zzergy Coérporation. , '

-

Commission Staff: Timothy E. Treacy,

| ttorney at Law, and Gravson
Grove. —

/

' | END CF APPENDIX A)
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Commi ssioner Vietor Calvo dissenting.

While I concur with all other portions of this decision, I
must dissent regarding the way in which the $193 million reduction 4in
gas rates is apporticned among Pacific Gas and Electric Company's
(PG&E) customer classes. In particular, I believe that the large
reductions to certain commercial and industrial customers are
excessive, and prevent PGLE's electric customers from receiving an
equitable share of the reductions in purchased gas costs.

Even though 38 percent of PGAE's gas sales are to its own
generating plants, today's decision allocates only 22 percent of the
rate reduction to this rate schedule. By contrast, PGEE's other
industrial customers, representing only 20 percent of gas sales,
receive 51 percent of the $193 million reduction. ,

I agree that reductions on this order are appropriate in
the Southern California Gas Company's (SoCalGas) gas adjustment
clause (GAC) decision {ssued today, because its industrial rates are

mich higher than in PG&E's service area. I also agree‘that rate
reductions somewhat above the system average should be given to
certain of PG&E's industrial and commercial gas customers, in order
to make patural gas more competitive relative to0 other fuels

available to them. However, today's PGEE decision goes too far 400
fast.

' A more equitable sharing of PG&E's rate reduction would
provide the following benefits:

© It would reduce the current large subsidy of gas
rates by electric rates, and moderate large
electric rate increase* which are anticipated
during 1985.

It would hold back more of PGLE's requested
Industrial/commercial rate reductions as a

stronger incentive for gas suppliers to—reduce
prices further.




It would moderate the difference between gas
rates some cogenerators pay (G-50 or G-58) and
the basis of short-run avoided cost prices (G-
50) and would send more accurate price signals to
all cogenerators and small power. producers.

It would be more consistent with the gas rates

adopted today for SoCalGas's industrial and.
commercial custowers.

For these reasons, I do not believe that the majority of
- the Commission has attained the "delicate balance™ in gas rate design

for PGLE which we sought. .

VICIOR CALVQ
Commé ssioner

December 28, 1984
San Francisco, California




