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Decision -S9 04 089 APR261989 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

In the Matter of the Investigation on ) 
the Commission's own motion into Pacific) 

EX-2 

Gas and Electric Company's gas gathering) I.SS-11-012 
operation, including the reasonaDleness ) (Filed Novexnber 9, 1988) 
of its charges and how it shall structure) 
and offer the service in the future. ) 

-----------------------------------) 
OBOES MODIFYING ..oEO~QN 89-0.2-030 

8HD~NYING REHEAEtNQ 

On February 8, 1989, we issued Decision (0.) 89-02-030 

which modified in certain respects the parameters of the cost-study 
proposed in 1.88-ll-0l2. In addition, in response to sa 1937 

(Chap,. 733, Stats. 1988), the decision ordered Pacific Gas and 
Electric Company (PG&E) to modify its gas transportation tariffs to 
make its gas gathering charges subject to refund, and to establish 
a memorandum account which would track those refunds if and when 
they are ordered. 

A number of parties have petitioned the Commission for 
modification and rehearing of that order. The Gas Prod.ucers 
Gathering Group CGPG) , the Division o,f Ratepayer Advocates (ORA),. 
PG&E, and the City of Palo Alto filed petitions to modify 
0.89-02-030. Amerada Hess Corporation (ARC), and a coalition of 
gas producer organizations (GPG r California Independ.ent Petroleum 
Association (CIPA), and California Gas Producers Association 
(CGPA» filed timely applications for rehearing_ 

This· order modities 0.89-02-030 and. directs PG&E to 
eliminate the $.34 gas gathering transportation surcharge effective 
immediately to comply with SB 1937. It also makes other minor 
clarific.o,'tions. However, after reviewing all 0' the allegations of 
error rais'ed in the applications for rehearing, we a.re of the view 
that lega.l' error 
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has not been shown and the applications for rehearing should be 
denied. Furthermore one app,lication is moot as we have addressed 
the question ot interpretation of sa 1937 elsewhere in this order. 

I. GE~and Palo Alto P~~i2Ds tor MQdificatiQn 
In its petition, GPG arques, that S3 1937 requires 

immediate elimination of the $.34 gas qathering surcharge because 
the imposition of any additional charc;e on the transportation of 
California gas discriminates against gas produced in this state:. 
GPG· further maintains that the Commission's interim solution has 
left uncertainty about the future of California gas prices whieh is 
damaging to the industry. In addition, CPG takes issue with the 
Commission's characterization of the gatherin9 surcharge amounts as 
part of PG&E's revenue requirement. 

In the aDsence of an order directing PG&E to eliminate the 
$.34 surcharqe, GPG requests certain clarifications regarding the 
terms of the surcharge collections which are subject to refund • 

Palo Alto's position is similar to that of GPG. Palo 
Alto's petition also o~jects to the Commission's interim order 
allowinqcolleetion 0,£ the surcharge to continue subjec1: to, refund, 
and urges that S3 1937 requires immediate elimination of the 
charge. 

PG&E, ORA, and TURN have all filed oppositions to GPG's 
peti~ion. These parties argue that collec1:ion of the surcharge 
subject to refund is an adequate interim solution until cost-based 
gathering rates are established. PG&E emphasizes that absent the 
gathering surcharge ratepayers will bear the cost of gathering 
tacilities used exclusively by the producer. PG&E has also, 
specifically opposed Palo Alto's petition. 

In response to GPG's and Palo Alto's petitions, the 
coxnxnission has reconsidered its interpretation of SB 1937. After 
reviewing the parties" arguments, the legislative' history, and. the 
plain language of· the statute we conclude that the statu1:e requires 
elimination otthc $.34 gas. gathering surcharge .. 

. .' , 
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sa 1937 plainly prohibits charging, "a higher rate tor the 
transportation of gas produced in this state than for the 
transportation of gas from any other source." (Pub. Otil. Code 
§785.7 (a)). Relying on secti~n (b) of the statute, which allows 
certain charges to be imposed based on actual expense::, we assumed. 
in 0.89-02-030 that a cost-based gathering charge was acceptable 
under the statute. We therefore decided to allOW PC&E to retain 
the charg'e subj ect to refund. until actual expen.ses were determined 
at the conclusion of the OIl. 

Upon t'urther consideration, we now concll,lde that SB 193·7 
does not allOW any type of gathering charge to be added to the 
price of transporting California gas. Section (b) of the statute 
only allows charges to recoup the costs of processing and of 
certain new facilities. Nothing in the statute permits a gas 
corporation to add a gathering charge to the rates for transporting 
California gas through ~xisting facilities • 

In light of this reconsideration of sa 1937 we are 
modifying 0.89-02-030 to direct PG&E to eliminate the $.34 
gathering charge effective immediately. In addition, we concur 
with GPG that PG&E will suffer no revenue shortfall as a result of 
the elimination of the surCharge, because PG&E recovers its 
gathering expenses th:=ough its bas~ rates. Today's order 
supersedes Part II of our earlier opinion, and r~lated findings. 

Our decision leaves the issue of the disposition of the 
surcharge amounts already co·llected by PG&E unresolved.. This issue 
is best decided at the conclusion 0'£ the OIl after the amounts of 
other expenses are determined. Until that time PG&E should reta·in 
those amounts in a memora.ndum account accruing interest as it has 
been doing since the last decision. 

II. ~Z and PRA-Ee~i~iODS to MO~Y 
Both PG&E and DRA object to the Commission's 

characterization of the gathering surcharge amounts as part of 
PG&E'srevenue requirement .. OM'also requests certain 
clarifications regarding the scope of any eventual refund.. Neither 
petition is opposed. 
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All issues raised by PG&E and ORA are made moot by the 
modifications we are :making in response to· GPG's and Palo- Alto's 
petitions. For this reason the arguments raised ~y PG&E and ORA 
need not ~e addressed. 

III. ~Gc CIeA. CG~ Join; A:Qplication fQr Beh.earing 
The gas producers' application tor rehearing asserts 

essentially the same arC]U'tnents regarding elimination ot the $.34 

surcharge as those presented in GPG's petition tor moditication~: 
Because GPG's petition will be granted, the gas proclucers' 
application is moot. We therefore deny the application tor 
rehearing. 

IV. ABC's Ap~li~a~i2n for R~h~ring 
In an unrelated application, ARC contends that the 

Commission mischaracterized its position on the gas gathering cost 
study and that the cost study should :be revised in certain 
respects. PG&E and ORA. have opposed ARC's application. ARC tiled' 
a motion for leave to file a reply to PG&E's- opposition. We deny 
ARC's motion. 

We agree that we slightly mischaracterized ARC's position 
in 0.89-02'-03:0. That opinion stated that ARC proposes the same 
cost study suggested by ORA. In fact AHC"s proposed cost study is 
the same as ORA's except for three minor variations. We will modity 
the decision to correct the inaccuracy. 

ARC assumes that the minor inaccuracy in the decision 
permits it to· reargue the larger issue of the structure of the cost 
study. However, the mischaracterization does not amount to le9'al 
error.. Because ARC has. not demonstrated that the conunission: 
committed any legal error in directin9' PG&E to undertake the 
proposed cost study as ordered, t.he application torrehearin9' is 
denied~ 
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v. Consclusion 
Today's d.ecision supersedes Part II of 0.89-02-030 and all 

findings relating to implementation of sa 1937... Part I of the 
decision will remain in effect with one modification. 

Our decision to eliminate the qas gathering surcharge does 
not mean that we are any less interested in issues remaining in our 
investigation. We still intend to consider the following issues: 

o whether existing gas qatherinq operations should 
be divested or made part of a separate 
sUbsidiary; , 

o whether new gas gathering operations should be 
treated the same as existinq operations, made 
part of a separate subsidiary or not offered at 
all by PG&E,~ 

o the appropriate level and allocation of gas 
gathering costs, whether they remain within the 
utility'S operation or are made part of a 
separate SUbsidiary; 

o the treatment o·f "processing" costs for purposes 
of allocation and rate design; and 

o the actual cost of PG&E's gas gathering 
operations for sequencing purposes. 

[indin9l; Qt Fac:t; 

1. GPG, ORA, PG&E, and Palo Alto have filed petitions to 
modify 0.89-02-030. 

2. GPG" CIPA, and CGPA. filed a joint application for 
rehearinq of 0.89-02-030'. 

3. The amounts PG&E has collected und.er the gathering 
surcharge are not·part of its revenue requirement. 

4. PG&E will suffer no revenue shortfall when the $.34 

gathering surcharge is eliminated. 
5. Imposition of the $.34 gas gathering surcharqe results in 

higher rates for the transportation o·f California produced gas. 
6. The previ~us o.ecision slightly misstated ARC's position on 

the cost study which is the same as DRA,'s with three minor 
variations. 
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~oncJ.y.~.j.9.m? of La~ 
L SB 1937 prohibits a gas corporation from charging a higher 

transportation rate for the transportation of California produced 
gas. 

2. SB 1937 prohibits the imposition of a gathering surcharge 
for the transportation ot California produced gas. 

3. PG&E must eliminate the $.34 surcharge effective 
immediately to comply with SB 1937. 

4. PGScE should retain the amount collected from the effective 
date of D.89-02-030 to the effective date of this order in a 
memorandum account accruing interest pending. Commission order 
regarding the disposition of those funds. 

S·. Parties who have appl ied for rehearing have failed to 
demonstrate legal error. 

6.. The arguments raised by PGScE and ORA in their petitions 
for modification are made moot by the modifications made in 
response to GPG's <!Ind PalO Alto's petitions .• 

IT' IS ORDERED that: 
1. PGScE shall within five (5) days file revised tariff sheets 

which eliminate the $.34 per decatherm gathering charge for the 
transportation 0 .. £ Cal ifornia gas. 

2. PGScE shall retain the gas gathering surcharge amounts it 
has collected from the effective date of 0.89-02-030 to the 
effective date of this order subject to· refund in a memorandum 
account accruing interest pending Commission order regarding the 
disposition of those funds. 

3~ The first se~tence in section 0 on page 4 ot 0.89-02-030 

is mOdified· to read, "AHC proposes the same cost stud.y suggested by 
ORA with some minor variations. ,,. 

4. AHC's motion for leave to file a reply to PG&El's 
opposition is herebx denied. 
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5. Rehearing of D.89-02-0~0 as modified herein is hereoy 
denied. 

6. In all other respects the petitions to modify 0.89-02-030 
are denied. 

This order is effective tod~y. 
Dated April 26, 1989, at San Francisco, California. 
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Pres,ident 

FREDERICI<R. DUDA 
STANLEY w. Ht.1LE'l'T 
JOHN B·. OHANIAN 
PATRICIA M .• ECKERT 

Commissioners 



• 
.. 

):.88-11-012 L/DAH/lmz 

CQDclu§j.ons of Law 

1. SB 1937 prohibits a gas corporation from charging a higher 
" transportation rate for the transportation of Calitornia produc$d 

gas. 
2. SB 1937 prohibits the imposition ot a gathering 

for the transportation of California produced gas~ 
3. PG&E must eliminate the $.34 surcharge etfectiv. 

immediately to comply with SB 1937. 
effective 4. PG&E should retain th'~ amount collected fro 

date of 0.88-02-030 to the effective date of this in a 
ssion order memorandum account accruing interest pending Co 

regarding the disposition of those tunds. 
S. Parties who have applied for 

demonstrate legal error. 
6. The arguments raised by PG&E 

have failed to 

in their petitions 
for modification are made moot by the mo fications made in 

.• response. to· GPG's arid Palo Alto"s petit' ons. 

. ,~. 

IT IS ORDERED that: 
1. PG&E shall within five (5) days file revised tariff sheets 

which eliminate the $.34 percatherm gathering charge for the 
transportation of California gas. 

2. PG&E shall retain he gas gathering surcharge amounts it 
has collected from the ef ective date of 0.88-02-030 to the 
effective date of this 0 der subject to· refund in a memorandum 
account accruing inte~ t pending Commission order regarding the 
disposition of those fJ nds. 

3~ The first s ntence in section 0 on page 4 of 0~89-02-030 
is modified to read '''AHC proposes the same cost study suggested by 

ORA with some mino varfations. 'I' 
4. AHC"s m ion for leave to file a reply to PG&E"s 

opposition is h reby denied . 
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5. Rehearing of 0.89-02-030 as modified. herei 
denied. 

6. In all other respects the petitions to 
are denied. 

This order is effective today. 
Dated. 8eR.26 1989 
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California. 

G~ MITCHELL WllJ( 
Prosident 

FREDERrCK R~ DUOA 
STANCEY W. HULETT 
JOHN B~ OHANIAN 
PATRICIA M. ECKERT 

Commissioners. 


