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Decision as 12 086 DEC 1 9 1988: 
BEFORE THE PtmLIC UTILITIES COMMISSI,ON OF THE STATE OF CALIFORNIA 

Order Instituting Investigation 
on the Commission;s motion into 
implementing a rate design for 
unbundled gas utility services 
consistent with policies adopted 
in Decision 86-03-05·7 .. 

) 
) 
) 
) 
) 
) 

---------------------------) ) 
Order Instituting an Investigation ) 
by rulemaking into· proposed ) 
refinements for new requlato~ ) 
framework for gas utilities.. ) 

----------------------------) 

I.86-0&-00S 
(Filed June ~, 1985) 

Mailed 

D-C 2 1"\ '''';''3 &: ,; I:' ... · , 

R.86-0S-006· 
(F'iled June 5., 1986) 

'Onder Rule 43 of our Rules of Practice and Procedure, 
Pacific Gas and Electric Company (PG&E) I' San Diego Gas & Electric 
Company (SOO&E), and Southern California Gas Company (SoCalGas.) 
jointly seek a six-month extension to: submit marginal, cost studies ,: 
on gas service. Such studies were required inDecisions CD'" ) . " 

, 

86-'12-009 (as modified.by 0.8.7-03-044) and I>.a7-0~04&. pending 
our consideration of this petition, .the Executive Oireetorgranted" 
a one-month extension. We now grant the full extension .. 

PG&E,' SDG&E, and SOCalGas say that' the extension. will 
enable them to prepare better studies without delAying the uSe of 
these studies for gas rAtemaking .. ,'l'hey not~that XMrginal cost 
analysis is new to gas ratemaking and that progress toward 
consensus on methodology will, be useful for future proceedings .. 
They further note that the recently enacted Public Utilities 
(PO) Code Section 739' .. 6puta ,some limitations on changes in cost 

. , '. . ... 

allocation technolO9Y for some time, s0t.hat: the immediate 
usefulness of gasmarqinal cost studies seelD$ limited'. FinAlly, 
the three utilities each have utility-specific reASOns. for seeking' 
an extension. 
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Southern California Edison Company (Edison) opposes the 
requested extens~on. Edison disputes the rationale for the 
extension, to the extent that the rationale depends on PO Code 
Section 739.6. Edison arques that the section deals only with qas 
cost allocation and does not preclude the Commission from adoptinq 
a rate design based on lonq-run marginal cost principles.. In 
essence, Edison asks that the three gas utilities be required t<> 

:results and workpapers be provided· on February 28·, 1989, and 

submit prelimina:ry studies immediately, with· the final studies due . 

no later than March 15, 1989.. The Division <>f Ratepayer. Advocates:, \ 
(ORA) does not oppose the ext.ension but asks: (1) that initial 

(2) that the final resul t$ be evaluated in a generic statewide ... 
proceeding. ..: .. .. { 

We, like Edison and ORA, had hoped· that the marginal cost·/,::·:,. 
studies would be available by now.. We note that the due date for 
the studies had already been extended once , before· the present 
request. However, as a practicai matter, we believe Ediso~ is 
unrealistic in hoping that. SoCalGas' marginal cost a:tu.dy cO.uld be 
applied-in its spring annual cost allocation proceeding. These 
studies are too innovative to ~ relied upon immediately, as. EdJ.son 
apparently envisions. Instead,. we will provide in this docket fori 
a30-day comment period. on the marginal cost studieth After ,:' 
reviewing the written comments, we will d'irect modifications· to. the 
studies, hold hearings, or take such other action as we deem 
appropriate to ensure that·the studies are useful· and reliable for: 
our regulatol:y' purposes~ Furthermore, in conferring with oUr staff 
and interested parties., the- gas. .utilities shall make aVailable, n~1 
later than March 1S.,. 1989, their initial results and worlcpapers. 
lj.ndinq of· Factt 

PG&E, SDG&E:, and SoCalGas have shown good cause·, and 
immediate need,.. for a six-month extensio~ in the due. date for the 
gas'mAX'g1nal cost studies that the Commission has previously 
directed· them to· prepare. 
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Conclusion of Law 
'X~e petition for an extension of time should be granted. 
IT' IS ORDERED that: 

1. Ordering Paragraph 7 of D.86-12-009, added by 

0.87-03-044, is modified as follows: 
~7. PG&E, SoCalGas, and SDG&E shall submit 
long-run marginal cost studies based on both 
the resource planning and replacement cost 
approaches described in this' order.. 'Xhese two 
studies., along with any alternatives, shall be 
submitted t~ the Commission Advisory and 
Compliance Division staff with complete . 
workpapers no later than May 31, 1989. Copies 
of the studies shall be provided to parties 
upon. request. If the request is made before 
May 24, 1989', then the s.tudies shall be served 
on such requesters concurrent with submission 
to our s.taff •.. The respondent utilities shall 
regularly confer with the Commission AdviSOry 
and Compliance Division staff an~ interested 
parties to ensure that the studies are 
conducted in' a way that maximizes, their 
usefulness for capacity planning and'pricing. 
The respondent utilities shall also make their 
initial results·and.workpapers available'n<> 
later·than March lS, 1989· ... 

I 
: 
: 

2. Ordering Paragraph 3 of 0.8.7-05-:04'& is modified as 
follows: 

"3. PG&E, SoCalGas, and SDG&E shall submi:t 
long-run' marginal . cost studies based. on both, 
the resource planning and replacement cost . 
approaches described in D.8-1-03-044. These two· 
studies,. along with =y alternatives, shall be 
submitted to the.CommissionAdvisory and 
Compliance.Div1sion: staff with complete 
workpapers no later than Kay 31, 1989 •. Copies 
of the studies shall be provided· to' parties 
upon request. If ,the request is. ,made before­
May 24 , 19'8:9-, then. the studies ... · ·shall·· 00 served 
on such requesters. concurrent with submission 
to' our'· staff.. The respondent utilities' shall 
regularly confer·with the' Commission Advisory' 
and Compliance Division staff and interested 
parties ,to ensure"' that the stud'ies are 
conducted. in a way that maximizes' their 
usefulness for capacity planning.and,pricing •. 
The respondent utili ties shall, also,; make their 
initial results andworkpapers available no 
later than March 15-,1989." . 
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3. Parties may file and serve comments on the lonq-run 
marginal cost studies. Sueh comments shall be due no later than 

June 30, 1989. 
This order is effective today. 
Dated DEC19 1988 , at San Francisco, california~ 

- 4, -

ST A..'JLEY W. HULETT 
Preside.lt 

DONALD VIAL 
FREDERICK R. Dt'DA 
C. MITCHEI..L\VIIJ( 
JOHN a ORo\J. .... 'IA.,'\; 

CommisSiODers 
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Decision ________ __ 

. BEFORE THE PUBLIC UTILITIES COMMISSION OF ~. STAXE OF CALIFORNIA 

Order Instituting Investigation ) 
on the Commission;s motion into ) 
implementing a rate design for ) 
unbundled gas utility services ) 
consistent with policies adopted ) / 
l.n Decision 86·-03-057. ) , 

Order lnatitutinq an I~eatiq4tion !~ 
by rulemaking into, proposed, ) 
. refinements for new regulatory /) 
framework for gas utilities. ) 

--------------------------~) 
/ 

I.S6,-06-00S 
.. (Filed June 5, 198&) 

R.8&-06-00& 
(Filed Junes., 198&) 

ORDER ATUPIRG TIlE 

I 
Under Rule 43 of our. Rules of Practice and Procedure, 

1 ' 
Pacific GAs. and Electric Company (PG&E), San Diego GAs & Electric 

I. . . , 
Company . (500&:&),. and. Southern california. Gas Company (SoCalGas) 

'f ' 
jo:intly' seek a six-monthlxtension to submit marqinalcost- studies 
on gas. service.. Such s.~'O.d'1es were required in Decisions (I> .. )' , 

86-12-009 (as moclifled by 0.87-03-044) and D,.87-0'5-04&. Penclix:l.g.: 
I ' . . 

our consideration of this petition, the Executiv& Director grmlted. 
a one-month extension j We now g"rmlt th& fullexten.s.ion., 

PG&:&,. SOG&E!,.. and" SoCalGaa say that. the extension will ,,' 
I' .', 

enable:. them.. to- prepare better studies without delaying the use of, 
these studies' for gJ.s.ratemaking., They note that marginAl eost, .' 

. I . '. 
analysis. is. new to flas ratemaking· and that, progress. toward '. 
eonsensus. on methodology will be useful. for future' proceedings. 
They further note ~hat the recently enatted: Publie t:ttilities.. . 
(PO) Code. Secti0n[739'oo& puts some lim.'ttationa on c~ges in .cost .,,' 
allocation, technology for some tj:ae,. so that the· 1mmed1ate . , 

, . I. " 
usefulness of gM margl.nal cost studies- seems, limS.ted. . P'!nally,.~.; , 

I . ." ,.;. 
the three utilities each have·utility-specific· reasons' for seeking"· L/ ' . 
an extension. 

", I 
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Southern California Edison Company (Edison) opposes the 
requested extension. Edison disputes the rationale for the 
extension, to the extent that the rationale depends On PU Code 
Section 739.&. Edison argues that the section deals only with qu 
cost allocation and does not preclude the Commission from adopting 
a rate design based on lonq-run marginal cost principles. In 
essence, Edison asks that the three gas utili ties' be required to 

/ " " 

submit preliminary studies immediately, with the final studies due 
no later th4n March- 15-,. 1989. / ' " 

We~ like EdiBon", had hoped that irhe marginal cost 8tud1ea.' 
would be available by now. We note t~ht he- due date for the . 
studies had already been extended once, before the present request., 
However, as a practical matter, we be 1eve Edison is unrealiatic in 

/ I 

hoping that SoCAlGas r marginal cost ;Study could be appliecl in ita ' 
spr.:Lng 4nllual cost allocation proce'eding. 'rhese atuclies are to<> 
innovative to be relied upon 1mm~1atelY, as Edison apparently 
envisions - Instead, we will prcr-ide' in this docket for a 30-day 
comment period, on the D1argiliAl fost- studies - After reviewing the:' 
writte,n comments, we will dirEft modificat'ions to, the studies, hold, 
hearings, or take, such other ,;action as we deem appropriate tOo " , 
ensure that the' studies Ar;e bseful and reliable for our regulatox:v; 
puxposes. 
Finding of Pact 

PG&E,. SDG&E,an4 SoCalGas, have shown good cause, and;' 

immediate need,. for a a~-month extension in the due date for the,' 
gas. marginal cost studies that the COmmission has previously I,', 

I ' , 
directed them to prepare .. ' , ' ..• 

COoclu!ion of Lay , I 
The petition for an extension of time should be granted. '. 

" 

rr IS O~' that:, 
1. Ordering P 49faph 7 of,O .. 8&-12-009", added by 

D.87-03-044, is. mocU.fed, as follows: 
, 1/' 

V " ., 
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.. 7 • PG&E, SoCalGas, and SOG&E sba-ll submit 
long-run marginal,cost studies ~ased on both 
the resource planning and rep14cement cost 
approaches described in this order. These tw~ 
studies, along with any alt~tives, shall be 
submitted to the Commission/Advisory ana 
Compliance Division staff ,With complete 
workpapers. no. later than.)'Iay 3·1, 1989.. Copies 
of the studies shall be JProvided to.. pcUties 
upon reque8t.. If the ;equest' is· made before 
Hay 24, 1989, then thef studies shall be served 
on such requesters co,ncurrent with .submission 
to our staff. The respondent utilities shall 
regularly confer wi~ the'Commission AdVisory 
and Compliance Div~sion staff and' interested 
parties to 'ensure ~t the studies.. are 
conducted" in ,a.. . wA"f that maximizes their 
usefulness for capacityplanninq and pricing." 

2. Orderinq paraqr,1ph 3 ~f D.87-05-04& is modified as-
follows: 7 ' 

I . 
"3. PG&E, SoCalGas,. and. SOG&E shall submit 
long-run marg'inal . cost studies bAaed on both 
the resource/plan:Unq'andreplacement'cost· 
approaches @scr1be<i in D.87-03-044 .. , Tbese two­
studies, a19nq with any alternatives, shall be 
submi.ttecl to.theComm1ssion Adviso:J:yAncl . 
CompliAnce !Divis1on staff with complete 
workpApers/no later than· May 31,. 1989'.. ,Copies 
of the .8tu~esshall' be provided to. parties 
upon requ~t.. ,If, . the reques.t '1s' made before 
May 24, 1~89 i then: the 8tudies' ahall be served 
on such r.questersconeurrentwithaubmission 
to our staff. ~he respondent'utilitiea shall 
requ:larl~' .confer with, the Commission Adv:tso:cy 
and' Camp 1ance· Division. staff and;. interesteci 
parties: ,0 ensure that the studie8are . 
conducte4 in a waythatmaximizeatheir 
usefulness for-capacity planninq andpricinq.w 

I 
,.t 
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3. Parties may file and serve comments on the long-run 
marginal cost studies - Such comments. shall be due no later than 
June 30, 1989·. 

This order is effective today. 
Dated __________ , at San Francisco, California • 

.' II 

,I . 
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