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9PXNXOU 

In this order, we address Pacific Gas and Electric 
company's (PG&E) annual cost allocation proceeding (ACAP) 
application. PG&E filed this application on September 15, 1988, 
requestinq authority to increase its gas rates DY $221.6 million. 
On December 12, 1988, PG&E modified its request to $298.0 million, 
mainly to reflect changes in oil prices.. On February 9, 1989, PG&E 
modified its request to $290.3 million to update the ~alancinq 
accounts for recorded January 31, 1989 balances. Of this amount, 
$111.2 million represents a net increase in balancing account 
undercollections that PG&E expected as ot January 31, 1989-. ~e 

remaining $179.1 million is due prilnarily to· forecasted changes in 
gas costs and throughput. The application als~ requests certain 
modifications to the existing Commission program established by 
previous orders • 

J:.. ::t3.'xy 

This decision grants PG&E a revenue increase in the 
amount of $151.4 million for the test period, January 1, 1989 
through December 31, 1989. Balancing account undercollections and 
torecasted changes in throughput and gas costs represent most of 
the increase. This change in revenue requirement translates t~ a 
5.8% increase in residential rates, and a 4.9% increase in 
commercial rates. While some noncore transportation rates increase 
as much as 13.0% (GINO), average noncore transportation rates 
decrease by .2%. Procurement rates for the noncore portfolio are 
not established in this decision as these are posted and may change 
bimonthly in response to· market conditions. 

This decision also addresses methods for forecasting 
throughput and noncore customer discounts required to keep large 
industrial users. on PG&E's fiystem. MUch of the proceeding focused 
on PG&E's methods and models. In general, we tind that PG&E's 
models do not adequately describe customer behavior in a number ot 

- 2 -



A.S8-09-032 ALJ/KIM/jt *** 

ways. For example, we modify PG&E's models so that they account 
tor the effects of demand charges on customer decisions with 
respect to fuel switching. We also modify the models to take into, 
account the effects of core election on model outputs. 

We find that PG&E's discount adjustment model is too 
complex and inaccessible to the parties, and adopt a simpler and 
more understandable alternative. To facilitate efforts to improve 
ACAP modeling, we plan t~ hold workshops prior to hearings and 
following ~e tiling of PG&E's next ACAP application. 

In addition, today's order addresses PG&E'S proposed gas, 
and oil price assumptions. We find that an appropriate oil price . 
torecast for the test year is $17 per ~arrel, and that changes in 
oil prices do affect g~s prices. The adopted core weighted average 
cost of gas (WACOG) is $1.944 per million British thermal unit 
(MMBtu). The adopted noncore WACOG is $2.20 per MMBtu. 

Today's order incorporates the allocation effects of 
PG&E's 1989 attrition year increase of $37.18 million for PG&E's 
gas operations adopted in Resolution G-2833. In general~ the order 
retains the cost allocation and rate design principles established 
in Decision, (D .. ) 87-12-039'. 

II. ~1 BAckground 

A. The Purpose 0: the ACAE" 

Today's decision implements PG&E's first ACAP. We 
established this proceeding in D.87-12-039, which addressed cost 
allocation and rate design principles ~ased on broad policies set 
forth in earlier orders. 

The Commission developed the ACAP as part ot its gas 
regulation program which seeks to respond to changing market 
conditions tor the gas utilities. In recent years, changes in 
federal policy and gas markets have required that wd reconsider our 
regulation of tbegas utilities in order to make them competitive 
and to, promote etticient market transactions. 
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As part ot this program, the ACAP allows the utilities to 
begin the process of moving rates toward cost by allocating costs 
to cost-causers~ The requlatory structure underlying the ACAP 
places increased risk on the gas utilities ana provides them new 
opportunities in noncore markets. 

More specifically, the purpose of the ACAP is to: 
o· Allocate fixed and variable costs between 

customer classes 

o Forecast qas costs ana throughput tor the 
test period 

o Amortize balancinq account unaerco1leetions 
and overcollections 

o Revise rates to reflect changes in 
throuqhput and expenses 

B. SWImlarv or the Proceeding 
PG&E filed its ACAP application on september lS, 1988. 

It initially requested that the Commission increase its revenue 
requirement by $221.6 million. on Deceml:ler 12, PG«E modified its 
request mainly to· reflect changes in oil prices.. PG&E's 
December 12 filinq increases its original request to $298.0 
million. On February 9, 1989, it further modified its request to 
include recorded. January 31,. 1989 account balances. PG&E's revised 
request is $290.3 million. Of this amount, $111.2 million 
represents expected increases in balancing account 
undercollections. 

PG&E's request is based on a throughput forecast and an 
estimate of .gas costs for the test period,. January 1, 1989 to 
December 31, 1989. Its proposed cost allocation between customer 
classes is, according to PG&E, consistent with commission 
directives in 0.87-12-039 and with Senate Bill (SS) 987, which 
required continuation of the existing cost allocation through 
January 1, 1991. PG&E's proposed rate design, as modified, would. 
increase residential rates by 12.5% on average, and increase 
noncore transport rates by an average 22.6%. 

The following parties filed testimony in this proceeding: 
the Division of Ratepayer Advocates (ORA), Toward Utili~y Rate 
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Normalization (TORN), California In4ustrial Group, (CIG), Mission 
Resources (Mission), California coqeneration council '.('CCC), the 
California Department of General Services COGS), Southwest Gas 
Company (Southwest), and Salmon Resources Lt4. with Mock Resources, 
Inc. (Salmon/Mock). The testimony of salmon/Mock reqarding 
unbun4le4 brokerage fees was deferred following issuance of 
0.88-12-045·. Southern California Edison Company (SCE) and canadian 
Pro4ucer Group (CPG) filed briefs. 

Fourteen days of hearings were held in Phase I of this 
proceeding. ~he case was s~mitte4 on January 27, 1989. 
c. SCope or the Proc~ing 

A number of parties moved to strike all or portions of 
the testimony of CIG, Mission, ORA, Southwest, and TORN. All of 
the motions were qrante4 on the grounds that subject testimony was. 
beyond. the ~eope of this first ACAP" proeeedinq_ In some eases,. 
testimony appeared to conflict with SB 987 which directe4 the 

•• 

Commission t~ retain existing cost allocation methods until ~ 
January 1, 1991. We concur with the administrative law judge's 
(ALJ) rulinq that experience with our new program is lilnited, and 
that we sh~Uld consider cost allocation changes only in future ACAP 
proceedinqs. We are also committed to complyinq with sa 987, but 
recognize that cost allocation which assigns costs to cost causers 
is an inteqral component of our new gas regulation program and 
critical to its ultimate success. 
D. Document fXOd,uct:i,sm 

During the first week of hearings, salmon/Hock, TORN, and 
others requested that the ALJ require PG&E t~ release certain 
customer-specific data which was used as inputs to PG&E's discount 
adjustment model. ~he motion was granted. subject t~ protective 
oraer. PG&E appealea the ALJ's rulinq on the qround$ thAt the 
information wa$ too sensitive to· release publicly. 

- s. -
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Subsequently, PG&E file4~ on December 12, modifications 
to its discount adjustment model which did not use eustomer
specific input&. TheAlJ withdrew the ruling in recognition that 
PG&E's case in chief no longer relied upon the customer-specific 
information. 

During hearings" PG&E objected to requests by Salmon/Mock 
to pro4uce PG&E's contract with Enron, a supplier of gas from the 
Southwest. The ALJ ordered PG&E to, produce the contract because, 
under our policy, the utilities must document their costs with all 
appropriate information unless imminent and siqniticant harm would 
result. Prior to its release of the doeument~ PG&E agreed to have 
its witness cross-examined on the contract's elements. Following 
cross-examination, Salmon/Mock withdrew its request for a copy of 
the contract. We are satisfied with the outcome of this conflict, 
but remin4 PG&E that it must provide any information t~ parties 
requesting it when the utility uses such information t~ estimate 
costs. It is not enough for the utility to- assert future costs: 
they must be documented. 
E. BrokerAge Fees 

On December 9, 1988, the Commission, in 0.88-12-04S, 
addressed PG&E's petition for m04ification ot R.88-08-018, noting 
that the policy issues regarding brokerage fees would be resolved 
in its procurement rulemaking. Implementation of brokerage fees 
wou14 be included in this ACAP in a second phase of the proceeding. 
Accordingly, we will address brokerage fee implementation following 
ad4itional hearings in this proceeainq. 
F.. At..trition Year Cost Allocati9D.~ 

On December 19, 1988, the commission issued Resolution 
G-2838, addressing PG&E's 1989 attrition increase request.. That 
resolution directed PG&E to propose in this A~ proceeding a 
stmpler method for allocating !uture attrition year revenue 
changes. Since many of the parties' original filings did not 
specifically address this issue~ it'will be considered in Phase II 
of this procee4inq • 

... 
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xxx.. Major Issues 

Forecasting the gas revenue requirement involves 
investigation and resolution ot many interactive factors. Five 
major categories of issues were considered in this ACAP. 

1. Gas throughput 
2 • Cost ot Gas 
3. cost Allocation 
4. Revenue Requirement 
5-. Rate Design 

A.. Gas Throughput 
Gas throughput is the total demand for natural gas from 

the PG&E system, including gas purchased and sold to PG&E's 
customers and transportation of customer-owned gas on PG&E's 
system. 

In this proceeding both PG&E and DRA presented forecasts 
of total throughput on the PG&E system tor the forecast period. 
the forecasts for the residential, commercial, and industrial 
classes were derived through the use of econometric (ET) models. 
These models determine the effects· of such factors as weather, . 
economic activity, and alternate fuel prices on gas usage •. 
Forecasts for other customer classes, including enhanced oil 
recovery (EOR), utility electric generation (UEG), and 
cogeneration, were determined exogenously (that is, outside the 
econometric models). 

PG&E also employed one other computer model: the 
discount adjustment (DA) model. the output of this model was used 
to adjust the forecast of industrial throughput downward to reflect 
the fact that some industrial customers will remain on the system 
only if they receive a discount Delow the embedded cost ot service 
default rates. Absent a discount they would switch to a cheaper 
4:1 ternate fuel. This Hdiscount adj,ustmer.'t'''' was first authorized in 
the implementation decision, D.87-12-03.9'. It becmne the focus: of 
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controversy in this proceeding. the issue was not whether the 
adjustment should be performed but how it should be per~orme~. 

PG&E advocated the use ot its computer model while ~, CIG, and 
other parties urged the use of simpler mechanisms. Be tore 
describing the ditferent proposals, we first review the conceptual 
rationale underlying this adjustment. 

The discount adjustment qrew out of a dispute ~etween ORA 
and PG&E in the implementation proceeding. In that proceeding ORA 
presented an industrial throughput 'forecast which assumed that all 
existing customers would be retained on the system once the new 
regulatory structure was implemented. ORA reasoned that PG&E would 
be able to retain existing customers under the new program, since it 
had the flexibility to discount to- those eustomers whose value of 
service was below the embedded cost ot service default rates. 
PG&E, on the other hand, presented a forecast which assumed no 
discounting ' and significant load loss. the utility'S concern was 
that the use of a forecast which assumed discounting would result 
in a built-in revenue shortfall. This would oceur because the 
forecast is used to allocate embedded costs. PUt simply, the use 
of a forecast based on discounting would result in more costs being 
allocated to the industrial class than could be recovered in rates. 

TURN proposed a compromise which would avoid this 
problem. In its simplest form the TORN proposal involved adjusting 
the forecasted volume of throughput in proportion to' the estimated 
need for discounting. The goal of the exercise is t~match the 
revenues which can be obtained trom industrial customers with the 
costs that are allocated to them. We ultimately adopted this 
ac1justment. 

The operation of discount adjustment is perhaps best 
understood through a simple example initially presented by TORN. 
Assume that the embedded cost of service for industrial customers 
is 10 cents and that the total throughput which could be retained 

I{;'~I!"'. 

through discounting is 100 therms. Also assume th.a.t the 
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competitive rate for retaining these customers is only 8 cents. 
That is, the 100 therms of a throughput can only be achieved 
through a 2'0% discount which produces $8 in revenue (8 cents x 100 
therms). Under the discount adjustment the throughput forecast of 
100 therms is reduced :by 20% to· 80 therms. 'rhis results in sa in 
cost being allocated to the class (10 cents embedded cost x 80 
therms) which is the amount of revenue which can actually :be 
reco~ered. Through this adjustment the revenue forecast ~comes 
obtainable and the utility is given a fair opportunity to· earn its 
return. 

The following sections describe and discuss the different 
proposals in this proceeding for implementing the discount' 
adjustment. We ultimately adopt the proposal put forth by TORN. 

1. Eyaluation ot the Mil Mqdels 
~&E'S estimates of throughput include use of two types 

of models. The ET mOdel forecasts throughput econometrieally by 
estimating the effects of such variables as fuel prices, weather, 
and economic growth on demand. 

The OA model estimates revenues :by foreeasting the 
discounts reql.1ired to keep large customers (P2B, G-IND, and COGEN) 

on PG&E's system. The OA model is used to· develop an average 
industrial transport rate to input into the ET model" to derive a 
discount adjustment percent tor P2B,. G-IND' and COGEN, and to
calculate forecasted billing determinants to which industrial 
demand charges will be applied. 

The PG&E model utilizes 1987 recorded data,. estimated 
alternative fuel prices, and estimated, or HseedH, rates. These 
inputs are used to determine both the amount ot load requiring a 
discount and the level of discounting needed to keep that load. 

This is accomplished by calculating two bills for each of 
PG&E's 1,100 industrial customers. The first bill, the alternative 
fuel bill, is the' '.naximum amount that a customer would be willing 
to pay tor gas service ~ It is. calculated as the sum.' of the 
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customer's ~lternative fuel cost plus a premium for natural qas. 
The second bill, the Wstandard service billw, is the customer's 
estimated bill on the applieable standard serviee gas tariff using 
WseedW or estimated standard serviee rates. 

The model assumes that a customer whose alternative fuel 
bill exceeds its standar~ service bill for the test perioa can be 
served at tariff rates and will not require a discount. CUstomers 
whose standard service bill exceeds their alternative fuel bill 
will require a discount. The amount of the required discount is 
the difference between the two bills. The required pereentaqe 
discount relative to each noncore qroup, is then the' relationship of 
the total required discounts for customers in that qroup to which 
the qroup revenues WOuld be at standard service rates. This 
percentage is then subtraeted from the forecasted noncore volumes 
to obtain the discount adjusted forecasts which are ultimately used 
for cost allocation and rate design.. As noted earlier, the issue 
addressed by this ad; ustment is the amount of revenues which can ~ 
obtained from a given volume ot throughput. 

Tone OA model is the more controversial of the two models 
because of its complexity and due t~ the effects of its outputs on
throughput estimates. '!'he interaction of the two- models was also 
the subject of debate. 

a. ~ 
PG&E comments that the purpose of the OA model, 

conceptually adopted by the Commission in 0.87-12-039, is to 
recognize the value of qas, relative to other fuels,. to noncore 
customers. Aceordinq to· PG&E,. estimatinq customers' willingness to 
pay in advance frees the Commission from reviewing every negotiated 
agreement. PG&E recovers revenue requirement based on its 
negotiating skills and knowledge of the market. PG&E believes the 
model is simple enough foX' the parties to understand ana has aqreed. 
to ;make the model accessible to the parties. -::. ~r" 
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PG&E's original OA model used customer-specific data to
estimate required discounts. PG&E amended its origina~ filing so 
that customer-specific data was not used as ~odel inputs. The 
revised showing uses average customer data. 

b. ~ 

(1) The MOjlels 

CIG challenges PG&E's methodology on the qrounds 
that the models systematically underestimate throughput. CIG 
states that PG&E has an incentive to- underforecast noncore 
industrial throughput in order to· lower PG&E's risk of recovery. 

CIG cites a number ot ways the ~odels toqether 
underestimate throughput. The econometric models, according to 
CIG, are specified in conjunction with the DA model so· that an 
unad.justed throughput torecast ot lost load, once macle, cannot De . 
regained ev~n when assumptions are chanqed. The ET model will 
predict a loss of load that is actually ~ein9 retained ~y way of 
negotiated transmission rates., 

Moreover, a reduction in average gas prices or an 
increase in the premium does not result in a corresponding increase 
in throughput. When lower gas prices were assumed, the D1\ model 
increases the revenues collected trom the G-IND class~ increasing 
the discount ratio as well as the average transport rate. The 
higher discount ratio translates into a higher adjusted throughput 
for ratemaXing purposes, but the higher average industrial 
transport rate offsets the lower gas costs in the seed rate 
calculation. Thus, the unadjusted throughput level,- which reflects 
the real level of gas demand~ is maintained despite siqnificant 
reductions in qas costs. 

CIG argues that PG&E's OA ~odel does not take into 
account any potential discounts from gas suppliers in response to 
competitive pressures. AdditionallYr since the ET-model does not 
use historic data r it cannot, pr~:ide reliable estimates of 
througbput. 
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Finally, eIG notes that PG&E's use of econometric 
model outputs. as inputs to the DA model, while using OA model 
outputs as inputs to the econometric model is a circular and self
fulfillinq prophecy. 

(2) ClG's Pr9POal 
CIG believes the PG&E methodology is so flawed that 

it should not be used to' estimate throughput. eIG recommends 
instead that the Commission adopt an estimate based on PG&E's most 
recent recorded annual period. 

Onder CIG'S proposal, the commission would consider 
as "unadjusted throughput" PG&E's recorded industrial throughput 
tor the period June 1987 through June 19S5. Zhat amount is 1,680 
million therms (MMth). According to CIG, this throughput is 
reasonable because most recent recorded data do not show any 
evidence of a decline in throughput. Using this throughput does 
not make the illogical assumption made ~y PG&E that gas prices will 
not respond to lower oil prices • 

Zo- develop an average discount~ the Commission 
should use the average discounts negotiated ~y PG&E in current 
contracts, which is now 61% of the existing default rate. CIG 
points out that the resulting $.0975 per therm discount rate is 
comparADle to PG&E's existing averll.ge G-INO rate of $.098 per 
therm .. 

To implement CIG's recommendation, the volumes 
subject to discounting are estimated. CIG's witness assumed that 
700 MMth would be discounted based on the 679 MMth currently under 
discounted contracts.. Zhe 61% discount is then applied to those 
volumes- to yield a "full rate" equivalent volume of 427 MMth. This 
full rate equivalent volume is then added to the volumes not 
subj eet to diseounting (that is, the unadjusted throughput l~ss 
discounted throughput) to- yield the discount-adjusted volume to Pe 
used for ratemaking purpose.. 'O'sinq the l .. 68 MMth as unadj.usted 
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throuqhput, the CIC methodology yields a discount-adjusted 
throuqhput ot 1,407 MMth. 

c. 1"mD! 
(1) The Models 

TURN observes numerous shortcominqs in the OA model. 
First, TURN states the model improperly applies 1989 market 
conditions to· historical usaqe patterns even thouqh siqniticant 
chanqes in the market have oceurred since 1987. For instance, the 
company's procedure assumes that all coqenerators on line in 1989 
will have the same load patterns and alternative fuel costs as 
those of a much smaller 'group who were operating in 1987~ 

TORN believes 1987 data is not representative of 
1989 market conditions because that period precedes gas industry 
restructurinq and the introduction of demand charges. For this 
reason, TORN recommends that the commission rely on agq:egate 
rather than 'customer-specific load data for forecasting. 

TURN also suggests that in determining the average 
level of necessary rate discounts, PG&E should use the discount 
percentage developed for existing contracts and multiply them by 
the volumes in those agreements. 'l"CmN makes this suggestion on the 
basis that those contracts are the best evidence of the level of 
discounts actually required by the marketplace and they are already 
public information. 

TORN also· challenqes the application of the outputs 
of the OA model to the ET model. Accordinq to· TORN, PG&E has 

double-counted load loss of 33 MMth. The ET model predicted 33 
MMth of load loss, load which was discounted by the OA model. In 
etfect, aceordinq to TORN, rate discounts were found necessary for 
load already assumed lost in the ET model. Since the ET model does 
not prediet individual customer fuel switching behavior, this 
problem cannot be corrected. 

TURN adds that the fact that Neqotiated Revenue 
Stability Account (NRSA) balances are almost zero- for 1988--even 
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though oil prices were well below the assumed level--is evidence 
that PG&E'S forecasting methods, which were used for the last 
forecast, are systematically biased. Similarly, the drop in oil 
prices at the end of 1988 did not lead to' significant increases in 
contract negotiation. PG&E reports that only 80 of its 1,100 
industrial customers have so far negotiated contracts. On this 
basis, TORN believes it is unreasonable t~ assume that 96% of 
industrial volumes will be sUbjeot to discounted rates during the 
test period, as PG&E's models predict. 

TORN is also critical ot the econometric model 
itself. First, TURN states that for econometric models to work, 
there must be SUfficient historical data. PG&E uses a sinqle 
average gas price. 

Like CIG, TORN observes that the econometric model 
will assume lost loads that will not actually ~e lost because it 
employs an average negotiated rate level instead of a minimum 
negotiated rate level. This problem, according to TORN, is not 
remedied by the faet that the historical gas prices used as inputs 
to the Et model also represent average industrial prices because 
PG&E has had qreater negotiating flexibility since May 1 than it 
has had in the past. Accordingly, PG&E will sell gas at a wider 
range of discounted rates than is reflected in the historical data 
base. 

~o remedy this problem, TORN recommends that the ET 
model be run twice, once using the default transmission rate and 
again using the minimum floor rate. The default transmission rates 
are the rates noneore customers would pay tor transportation absent 
negotiation. The results ot the initial run would establish the 
forecast of throughput at aefault rates. The difference between 
this run and that using the minimum floor rate would represent the 
additional volumes that could potentially ~e regained through 
disoounting. TORN's witness stated a simpler approach woul4 be to 
add an estimated average exit charge to the oil price forecast used 
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in the ET model to reflect the fact that fuel switchers would be 
paying these costs in addition to the price of the oil itself. 

Finally, TORN states a preference for ORA's 
econometric model over PG&E's because r although the models are 
similar, ORA's yields a lower forecast error than PG&E's when 
applied to· recent historical data. 

(2) TORN'S Proposal 
TORN recommends that the commission reject PG&E's OA 

model, and goes so far as to· disassociate itself from the moael 
which has been referred to conceptually as the "TORN adjustment". 

TORN proposes a simpler analysis which follows 
essentially the same logic as PG&E's OA model~ The analysis relies 
on the use of aggregate data for large groups of customers with the 
same alternative fuels rather than individual customer data which 
TURN states is of dubious reliability. Under the TORN proposal, 
the cost of'altern~te fuels and qas is directly compared on a cost 
per unit basis. If a particular alternative fuel is cheaper than 
gas service at default rates, a percentage discount i5 calculated 
and applied to the volume of qas forecasted to· be transported to· 
customers with that particular alternate fuel. TORN notes that the 
methodology' is a relative simple manual calculation which can be 
applied to all utilities without complex computer applications. 

TORN describes the method in the following manner 
using as an example industrial customers with Number & fuel oil as 
their alternative fuel. The analysis starts with the forecasted 
unit cost of Number 6 fuel oil plus the adopted premium for qas 
usage. A factor representing the unavoidable demand charges that a 
customer must pay if he switched fuels is then added to alternate 
fuel price. TURN recommends that one half of 0-1 charge plus all 
of the 0-2 charge be used to represent the cost that would appear 
avoidable to a customer on an annual basis. The alternate fuel 
price plus the premium plus the unavoidable demand charge 
represents the total eost of burning Number 6 fuel oil. The 
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average cOXlllnod.ity cost of gas is then subtracted from this total. 
This average would be based upon a weighting of the core an~ 
noncore WACOGs. The result is the maximum potential transport rate 
for this customer class expressed in cents per them. If the rate 
i& hi9her than the expeQted default rate, no disQount is required. 
If the maximum rate is less than the default transportation rate 
for gas service, the required percentage discount must be 

calculated. This percentage would be multiplied by the forecast of 
unadjusted throughput for customers with that alternative fuel to 
determine the appropriate discount adjustment volume. This volume 
amount is then subtracted from the forecast of unad.justed 
throughput for cost allocation and rate desiq.n purposes. 

This approach can also be used to derive average 
transport rates to plug into· the E'l" model by selecting either the 
If'maximum transport rateif' or the detaul t rate tor each fuel type, 
weighted by'volume, whichever is lower. Percentage splits 'lor each 
fuel type would have to be determined,. and have been developed in 
the record. In each case, according to TORN, GC-2 or SCE volumes 
would also have to be faQtored into the transport seed rate. 

TORN states its methodology does not provide results 
which vary significantly from those provided by PG&E's methodoloqy. 
The advantaqe of the 'I'ORN model is its simplicity and 
understandability. It may be used to estimate all noncore class 
rates and transport rates. 

TURN also- suqgests the Commission hold workshops 
shortly after this proceeding which would allow the parties to 
explore the models in more depth., 

d. l),M. 

ORA notes that the PG&E models have created a 9reat deal 
of confusion in this case and recommends a simpler approach to 
PG&E's OA moClel. ORA states that the model cannot be run by the 
parties and the data base of 1,.100 customers is unwieldy. ORA also
expresses c'oncern that the customer-specific information in the 
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originally filed model demands a secret review of the results, 
contrary to the public hearing process. 

ORA. supports 'l'URN's- proposal on the grounds that it is 
simple, accessible to parties, and can be applied te> all utilities. 
It also incorporates the effects of demand charges and core 
election. Accordinq to- ORA it provides reasonable' inputs to the 
econometric model. 

ORA is not as confident about CIG's approach in large 
part because the model does not account for chanqes in the 
relationship between gas and oil. ORA is also· reluctant to abandon 
the ET model, as proposed by CIG. 

e. ~ 
CPG believes there are desiqn flaws in both PG&E's and 

ORA's models which yield unacceptable. results. CPG points out that 
the models provide counterintuitive results in that when the gas . 
premium is- increased in the OA model, the ET model forecasts- lower 
throughput. Both models appear to- treat the premium as an additive 
to the cost of gas rather than to- its value to· eustomers_ 

CPG also states that there exists between the models a 
circularity problem that occurs because the models cannot be 
iterated enough times to reconcile the discrepancies between 
projected revenues and revenue requirements. CPG suggests that the 
models are not very useful at this time because of their complexity 
and. because of inexperience with them. 

CPG proposes that the Commission adopt poliey guidelines 
in this proceeding which will foster development of models which 
are simpler and more internally consistent. In the interim, CPG 
recommends adoption ot 'I"ORN's approach which uses a single set of 
alternative tuel pric&s and Which does not require complex computer 
applications. 

f. ~ 
DGS states that PG&E's econometric industrial forecast is 

assumed to include all GC-2 sales. The low GC-2 rates,. however, 
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are not included in the development of the seed rate by the DA 
model, resulting in a fo.recast that is too low. OGS proposes that 
the commission correct this error by ordering the econometric model 
to· be run with a final seed rate based on a weighted average of 83% 
of the seed rate that would otherwise have been developed and 17% 

of the average GC-2 rate to reflect the percentage GC-Z volumes. 
9'. SalJaoD mock 

Salmon/Moc~ supports the proposals of CIG and TORN. 
Salmon/Mock argues that, contrary to 0.87-12-039, the PG&E discount 
model fails to· assume that upstream pipelines and producers could 
be assumed to· bear a portion of the burden of discounting_ 

h. EG&E Rebuttal 
PG&E states its methodology is relatively objective. It 

argues that using existing contracts requires the Commission to 
make j ud9ll\ents about the reasonableness of the contracts, or else • 
reward utilities that are poor negotiators by allocating less 
revenues to· their noncore class and placing the utilities at less 
risk. PG&E states that using forecasted rather than historical 
data in estimating throughput and revenues takes into account 
expected market changes. 

PG&E also states. that use of 1987 recorded data is a 
reasonable way to approximate use in 1988 and 1989 after scaling 
the data. Use of 1987 recorded billing data, according to PG&E, 
yieldS more accurate results than using no· individual billing data, 
contrary to TURN~s assertions. 

i. Discussion 
PG&E has attempted to determine 1989 throughput by 

looking at economic factors, and following an assess~ent of noneore 
volumes which could be retained through discounting transportation 
rates. PG&E's models are,. tor the most part, thoughtful and 
sophisticated. Because this is the first ACAP,. PG&E's task was 
formidable. 'l'he concept ot a discount adjustment model is new • 
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The risks associated with inaccurate forecasting are considerable 
under our new regulatory program. 

While we commend PG&E's efforts to provide an accept.able 
framework for determining discounts and throughput, we have serious 
reservations regarding certain model specifications which have been 
the subject of much controversy in this proceedinq. 

Some observations of market behavior demonstrate 
intuitively the shortcomings of PG&E"s model results. As T'ORN 

points out, PG&E's industrial throughput bas increased from 1,254 
MMth in 1986 to 1,.528 MMth in 1987 to" 1,.591 MMth in 1988. PG&E's 
models predict a severe reversal of this pattern, estimating a drop 
of over one-third to 1,231 MMth in 1989. As CIC reports, 61% of 
volumes required discounts in 1988; PG&E's mOdels predict that 96% 
will require discounts in 1989. 

Some of the biases in the models are a result of 
implausible 'input assumptions which we will address separately. 

•• 

Aside from the issue of model inputs, model designs are • 
tro'@lesome. To begin with, the parties observe correctly that 
PG&E's mOdels and the way they interact are very complex. A great 
deal of time was spent in the hearings in efforts t~understand the 
most basic inner workings of the discount adjustment model and the 
way it was used in conjunction with econometric models. The 
complexity of the mOdels made it difficult to analyze inputs and 
results. Adding to" this source of difficulty is the fact that the 
parties could not have access to· certain customer load information, 
whieh is the backbone of the OA model. 

The models have other serious teehnical problems which' 
intervenors identify. Among them is the way the models together 
appear to dOuDle-count some load loss, and the failure of El' :model 
throughput estimates to fall when gas prices. assumptions are 
reduced in the OA model. 

Mode~ ~pecitieations do not allow an assumption that g~s 
suppliers will be forced by market conditions to discount their 
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product, thus implying that purchasers are without any negotiating 
power. 

In spite ot their apparent sophistication, the ET model 
and the OA model do not provide results which are consistently 
logical. Attempting to perfect those models and the way they 
interact is a tas~ we cannot hope tOe accomplish in this proceeding .. 
Some a4justments may ~e made to improve them and we will require 
those adjustments where appropriate. PG&E's discount adjustment 
model, however, is not salvageable.. It is just too, complex and too 
difficult to' use, primarily because of its relianc~ on eustomer
speCific ~ill calculation$ and load information. 

We appreciate the ettorts ot CIG and TURN to develop 
alternative methods of calculating discounts and throughput. CIG's 
approach has intuitive appeal because it is simple and uses 
existing information regarding necessary customer discounts. It 
requires no 'econometric modeling or assumptions regarding future 
gas prices. While CIC;' s approach is commendable,. we are concerned 
that it is too simple and tails to account for changing 
relationships ~etween oil and qas prices and other changing market 
conditions, as ORA points out. 

We believe TURN's method is more appropriate,.. Like the 
CIG model, it is simple and does not require the use of 
confidential information. It ta~es into account historical 
information and provides results which are intuitively sound. It 
appropriately accounts fo~ the premium and demand charges. In 
addition, TURN's model takes advantage ot appropriate econometric 
methods and recognizes forecasted values for gas and alternate 
fuels. TURN's method is a reasonable alternative to PG&E's DA 
model, and we will use it in our calculation ot required discounts 
to transport rates tor large noneore customers. ~he TORN tormula 
is presented graphically in Appendix Bf ~~le 1." 

Finally, we will make OGS' proposed. adjustment to, the E'r 

mod.el, which incorporates the lower GC-2 rates in the seed rates • 
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Estimated discounts and discount volumes for industrial custo~~rs 
are presented in Appendix a, Ta):)le 1. Adopted throuqhput is shown 
in Appendix B, Table 2. 

While we endorse TORN's model in this proceedinq, we 
recoqnize that refinements or changes to it may be appropriate as 
PG&E and intervenors gain experience with ACAP forecasting and the 
marketplace_ Accordingly, we invite PG&E and other interested 
parties to propose changes in future ACAPs. 

We will entertain model changes under certain conditions. 
First, we will not estimate throughput, revenue~, revenue 
requirements, or required discounts using data which cannot be 
reviewed by the parties to- the ACAP proceeding. Second, we will ~e 
reluctant to revise the conceptual changes we have made, for 
instance, those regardinq the effects of demand charges and core 
election, discussed below, without a stronq showinq_ Any proposed 
models or chanqes to the models should be understandable~ simple, 
and intuitively sound. 

At TURN's sugqestion, we will direct commission Advisory 
and compliance Division (CACD) to hold workshops on the models 
adopted in this proceeding after PG&E files its application and 
prior to he'aringos in the next AC'AP. The purpose of those workshops 
will be to help interested parties to understand the models, 
specifications, and shortcomings. 

2. ~l MsumptiOJU! 
a. ~ongmic Actiyity 

Activity in the economy is one input in the econometric 
model. PG&E forecasted a 3,0% probability of recession in 1989 and 
weighted its inputs accordingoly. DRA argued that PG&E's forecast 
was too pessimistic, citing Data Resources Inc. (DRI) and the 
University of california at Los Angeles forecasts of economic 
activity in the state. 

DGS concurs with DRA that we should not assume a 
recession will occur in 198'9. OGS suggests that if the commission 
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adopts ORA's estimate of economic activity in 1989, it should also 
adjust the industrial throughput forecast accordingly. DGS 
suggests using PG&E's higher estimate of a 2.4% increase in 
industrial production rather than ORA's estimate of 1.4%, to be 
consistent with a nonrecession forecast. 

TURN also supports ORA's estimates of economic activity. 
We concur with ORA that most economic observers do· not 

foresee a recession in 1989. We will als~ adopt ORA's estimate of 
growth in industrial production as a reaso~le corollary to its 
estimates of economic actiVity. 

1>. Alternate Fuel Prises 
Fuel prices affect model outcomes and are used in both 

the discount adjustment model and the econometric model. Hiq~er 

prices for alternate fuels--propane, Number 2 fuel oil and Nwnber 6 
fuel oil--lead to higher throughput, other things equal, because 
gas prices are relatively more attractive to customers. 

(1) Propane 
PG&E est~tes an average wholesale price for 

propane of $.282 per therm. PG&E uses a wholesale, rather than 
delivered, price because propane is costly to transport. Most 
customers who, use propane do not require transport and purchase it 
at the wholesale rate. 

ORA argues that some of PG&E's customers buy propane 
at delivered prices, and propane price estimates should be weighted 
accordingly. At ORA's request, PG&E estimated the number of 
customers who purchase propane at delivered prices to be about 23%. 
PG&E also presented average delivered rates which are estimated by 
the Lunciberq company to be $.42l per therm adjusted to 1989 
dollars. PG&E characterizes the Lundberg survey as unrealistic, 
but did not provide alternative estimates of retail propane prices. 

We concur with ORA that the estimated propane price 
for 1989 should be a weighted average of wholesale and retail rates 
to reflect customers who-purchase propane at retail rates. We will 

- 22 -



A.88-09-032 ALJ/KIM/jt * 

use 'the Lundberg survey in the absence of other reasonable 
estimates. After adjusting for adopted crude prices, our adopted 
propane price is $.361 per them. 

(2) Wupher 6 FUel oil 
PG&E estimated significant reductions in oil prices 

in 1989, down to $14.62 per barrel, or $.196- per therm. PG&E's 
original application estimated oil prices. in 1989 to· l:>e $19.12. 
PG&E reduced this estimate follOwing oil price reductions in late 
1988. 

ORA estimated crude oil prices would average $17 per 
barrel during 1989, equal to $.2S.S. per therm tor the retiner's 
acquisition cost, and $.254 per therm 'lor the delivered price. ORA 
based its estimate on the average refiners' acquisition cost, using 
EIA's Third. Quarter 1988 Short Term Energy OUtlook. ORA's estilDa~ 
attempts to, anticipate the effects of OPEC price-setting meetings 
held· d.uring 1988-. DRA notes that EIA used a higher OPEC production 
level than PG&E and still came up with a hi9her forecasted oil 
price. 

TORN supports ORA's estimate of crude oil prices. 
TORN points out that the OPEC meeting that established the new 
quotas took place after l:>oth the ORI forecast of $18.30 per barrel 
and the EIA reduction to $15 per barrel. TORN submits that ORA's 
estimate is conservative. 

TORN also· states that the Commission must translate 
its adopted Nuxa:ber 6 fuel oil price into prices for other products. 
TORN suggests using ORA's formula to develop appropriate terminal 
and delivered. prices for Nuxa:ber 6 fuel oil. 

Generally, Salmon/Mock urges against a forecast of 
dramatic reductions in fuel prices l:>ecause such a forecast could 
have a significant effect on industrial default rates. 

PG&E asserts that ORA's estimate is based upon 
outdato::',l data since the most recent EIA forecasts reduced the 1989 
oil price from $17 per barrel to $15 per barrel. PG&E also argues 
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that, contrary to DRA's assumption, OPEC pri~e setting agree~ents 
have not ~een honored in the past. 

PG&E's forecast appears to, be based as much on 
current prices as on anticipated prices tor the test period. Oil 
prices have historically fluctuated significantly over short time 
periods. 

We have no reason to believe today's oil prices will 
continue through 1990. ORA.'s price forecast is well within the 
range of industry forecasts for the coming year and is a 
conservative estimate of oil prices. We will adopt ORA.'s $17 per 
~arrel forecast which translates to a burnertip price ot 25.4 cents 
and a delivered price ot 28'.5- cents. 

(3) Ngmher 2- fuel-Oil 
Number 2 tuel oil is used as an input to the OA 

model. PG&E estimated $.323/therm tor this commodity. ORA 
accepted this estimate, but notea that this price should be reduced 
it the Number 6 fuel price is reduced. TORN recommends using ORA's 
formula, which would produce a Number 2 tuel oil price ot 
$.374/therm for Number 2 fuel oil, using ORA's Qrude oil forecast 
price of $17 per barrel. 

Since we have adopted ORA's forecast price of $l7 
per barrel for Number 6- fuel oil, we will adopt the corresponding 
price of $.374 per them for Number 2 fuel oil .. 

e. CUst<m.H' Gro'WSh 
Both ORA and PG&E use econometric models to forecast 

customer growth in all major customer classes. The results from 
these forecasts are inclUded in the econometric throughput model. 
Differences ~etween their estimates are less than l%~ Since the 
aifferences· are so small, we will adopt PG&E's estimate. 

d. EtU:c:ts,9' Demand Cha:rs!:$ 
PG&E's OA moael cUd not assume that demand charqes would. 

affect customer choices regarding whether or not to' switch ~ 

- 24 -



A.88-09-032 AI.J/J!J.M/jt .... 

alternative fuels. A number of parties criticized the model for 
this omission. 

ORA, CIG, and TORN argue that customers will surely 
consider these "exit costs" in their fuel switching decisions. 
customers do not have infinitely long time horizons, as PG&E 
assumes. Instead, the model should assume a shorter term planning 
horizon. eIG points to· PG&E's testimony to argue that demand 
charges have the effect of increasing a customer's alternate fuel 
price .. 

Similarly, CPG and salmon/Mock criticize the omission of 
demand charges as one variable which Would influence switching 
decisions. DGS goes further to suggest that each of the major gas 
utilities be required to submit a methodology for incorporating 
demand charges in future forecasts. 

C~G proposes, based on a review of PG&E's contracts, that 
exit costs averaged $.03 per therm in 1989. For default 
agreements, estimated exit costs would be about $.OS per therm • 
CIG proposes that these amounts be added to the cost of alternate 
fuels in the OA model. eIG also supports TORN's methodology as a 
sound alternative. TORN would apply half of the 0-1 charge plus 
all of the tully ratcheted D-2, at 100% load factor. 

In response, PG&E states that the DA model does not 
calculate load 10SS7 it calculates discounts necessary to· retain 
load. In addition, PG&E argues that including exit charges as an 
assumption in the DA model is inconsistent with the way rates are 
negotiated with customers because transport rates are based on 
estimates of alternate fuel prices plus a premium. 

According to· PG&E, incorporating demand charge effects in 
a one-year test period is a diffieult task. PG&E's assumption that 
eustomers look at gas use as an annual decision is most reasonable. 
PG&E states that it would like to study the CIa and TORN proposals. 

Prudent decision-makers, when faced with a prospective 
fuel choice decision, should· consider only Rrospeettve costs,. not 
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costs already incurred. Since already-incurred costs must be pai4 
no matter what the fuel choice decision, they favor neither one 
choice nor the other, and so should be iqnored in eomparinq 
prospective fuel costs. Since exit costs are by definition alrea4y 
incurred, we believe that in a world of perfect information and 
ideal decision-making oil prices should not be adjusted to include 
gas system exit costs in forecastinq non-core throughput and 
revenues. 

Our gas industry structure is still relatively new. As 
with several difficult questions in this ACAP, experience will 
eventually settle for us the proper treatment of exit costs. We 
will simply observe the behavior of customers operatinq under our 
new gas structure. For the present proceeding, however, ~e must 
choose between our belief that rational customers will view exit 
costs as sunk and the claim by 'l'tlRN, CIG" and ORA (among others) 
that in the-real world customers ~. consider exit costs in making 
fuel purchase decisions • 

~he balance of the record before us convinces us that the 
conservation approach is for us to- include exit costs in our 
forecast for the present and invite testimony on this issue for the 
next ACAP •. 

We will adopt CIG's recommendation to add $.03 per therm 
to the cost of alternate fuels for Volumes associated with 
negotiated contracts and $.0$ per therm to the cost of alternate 
fuels for volumes associated with default aqreements. Weighting 
these amounts accordinq to- usage, the adjustment to, the model is 
$0.044. While this method provides only a rough proxy of exit 
costs, i~ is a conservative estimate which assumes customers make 
choices on an annual basis. 

e_ Gas Premium 

The DA model incluaes a premium for gas to retlect its 
value to customers relative to- the value of alternate fuels • 
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PG&E requests that the $.02 per therm premium on gas, 
adopted. in 0 .. 87-12-039, be reduced. to $-.017 per therm.. PG&;e states 
that it has made this assumption because of changed customer 
perceptions with regard to service reliability, caused by 
curtailments last winter on the Southern california Gas company 
(SOCal) qas system. 

ORA, DGS, CIG, and TORN recommenc1ed against this change .. 
OGS points out that the PG&E witness testified that lowering the 
premium creates a perception of shortage among customers, even 
though PG&E does not anticipate curtailments. Thus, the reduced 
premium is a self-fulfilling prophecy. 

PG&E also proposes eliminating the premium assumed for 
GC-2 customers whose contracts expire in 1989. This change is 
reasonable~ according to- PG&E, because it expects some resistance 
from these ~stomers. as they realize the impact of higher rates 
resulting trom this ACAP. 

J:)GS argues that this change is inappropriate because the 
premium is set to· reflect the value of gas over oil in all 
circumstances. 

We will not change the premium since PG&E has not 
demonstrated that the existing amount is unreasonable. We are not 
convinced that customer perceptions reqardinq reliability have 
changed. In addition, we ~elieve the premium should ~ assumed for 
GC-2 customers after expiration of their contracts.. ~he OA model 
and E~ model are desiqned t~ capture the effects of higher rates on 
the attractiVeness of gas. Eliminating the premium results in 
dOUble-countinq necessary discounts to- customers. 

f. Effeets 0: cor-: Ele£1iiOD 

TORN is critical of the DA model because it does not 
weight core and noncore gas prices to- reflect the fact that large 
users may buy qas at either core prices (as core elect customers) 
or noncore qas prices. Wi thout this wei9'htil'l9'r the m04el will 
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predict that discounting will ~e required to keep customers on the 
system who already realize a rate ~elow the noncore WACOC. 

ORA agrees with TORN that the OA model iqnores core 
election even though approximately 55% of industrial throughput is 
estimated to be core elect. ~bis oversight, accordin~ to ORA, is a 
transparent attempt by PG&E to· lower its risk by ignoring what it 
expects to occur during the forecast period. 

Like TtmN, ORA proposes the OA model recoqnize the 
effects of core election by way of one of two model adjustments. 
~he model could incorporate a weighted average of core and noncore 
portfolio prices. Alternatively, the model specifications could be 

changed so that in calculating each customer's ~ill, either the 
core or noncore WACOG would be used depending upon whether or not 
the customer is a core-elect customer. ORA states that.the latter 
option may be difficult to accomplish in this case because of time' 
constraints: 

CPG and Salmon/Mock support ORA and TORN's position on 
this issue. 

PG&E responds that the OA model sbould use a single 
benchmark price in order to avoid having the noncore transportation 
revenue responsi~ility depend on customer procurement choices. 
PG&E states that in some cases the core WACOG may be above the 
noncore WACOG, increasing the revenue allocation to the noncore. 

We agree with ORA and 'l"ORN that the OA model should 
reflect the fact that some noncore customers elect core status. 
The effect of usin9 PG&E's assumption does not exclusively affect 
revenue allocation between classes as PG&E seems to assume. It 
also affects the amount of risk allocated between shareholders and 
ratepayers as it affects revenue estimates from the noncore class. 
Incorporating ORA's and TORN's proposal would provide a more 
realistic estimate of noncore revenue. PG&E also states that 
alternative approaches would not comply with the Commission's 
stated goal of keeping transport and procurement rates independent 
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of each other.. We do not Agree with PG&E that the effect ot making 
this forecast model adjustment would ~e to change service . 
arrangements for transport and procurement .. , PG&E contuses forecast 
assumptions with actual changes in rate structures .. 

We will adjust the OA model to incorporate adopted 
estimates of core elect throughput~ A more extensive change in 
model specifications,. as ORA. suggests, may be appropriate in future 
ACAPs. 

3. Thrgqghmlt E$i-tes 
Throughput estimates include all gas, whether procured ~y 

the utility or the customer, transported through utility pipelines .. 
~hroughput estimates affect rates! the higher the estimate ot 
throughput, the more volumes over which to spread fixed costs .. 
Throughput estimates also affeet the level of risk ~orne ~y the 
utility: higher estimates increase the risk of revenue recovery .. 

a.. liadusr:i.Al 
Using its ET model, PQ&E estimated industrial throughput 

tor the test period to be 1,231 MMth. The difference between ORA's 
and PG&E's estimates ot industrial throughput is about 1: .. 5%. This 
difference is mainly due to' diftering model specifications 
regarding demand elasticity and ORA's higher estimate for fuel oil. 
PG&E argues that ORA's elasticity assumptions are unrealistic 
~ecause industrial demand has not increased at a proportionately 
higher rate than industrial growth in recent years. 

ORA estimates a 1.5% increase in throughput for a 1% 
change in industrial activity. PG&E estimates a .9% inerease in 
throughput for a 1% increase in activity. 

TORN ehallenges PG&E's industrial throughput estimates. 
TORN points out that.PG&E's torecast of 1,231 MMth is sUbstantially 
below its 1988 year end projection of 1,591 MMth and fOllows a 
steady increase in load sinee 1986-.. '.I'ORN argues that model 
assumptions and specifieations, discussed in more detail ~low, 
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systematically underestimate throu9hput by at least 30 MMth, in 
ad4ition to other model shortcomin9s. 

OGS asserts that PG&E incorrectly assiqns all 
cogeneration gas use to the G-COG rate. PG&E admits that the G-COC 
tariff currently limits qas sold under the G-COG rate to 9,300 Btu 
per kilowatt-hour (kWh). OGS·' witness testified that the average 
cogeneration project uses about 10 /,250 Btu per kWh or 30 MMth per 
year, which DeS proposes should be assigned to, the G-IND rate. 
this 30 MMth per year should be subtracted from the G-COG 
unadjusted throughput and added to the industrial unadjusted 
throughput since that gas would be sold under the G-IND rate. the 
incremental cogeneration calculation does not require this
correction, according to DeS. TORN makes the same proposal. 

TURN also notes that PG&E incorrectly attributed half of 
cogeneration usage to gas needed to, generate ste~_ TURN points 
out that DeS' witness testified that about 30% of cogeneration gas 
is used for industrial uses. Accordingly, TORN recommends the 
ditference ot 104 MMth be added 'to- industrial throughput. 

With regard to- DeS' proposed 30 MMth cogeneration 
adjustment, PG&E replies that OGS tailed to subtract out the 
coqeneration volumes Which are GC-2' loads. The result would be a 
total adjustment of 18 MMth. 

We will not rule on values tor demand elas~ieity since 
demand elasticity is a product, not an inputr to· the econometric 
model. they are determined according to various model assumptions. 
In general, we will use PG&E's specitications for the econometric 
model, modified by changes in inputs and assumptions as discussed 
elsewhere in this order. We will also- make the adjustments to the 
industrial throughput and cogeneration throughput forecasts 
recommended by 1'URN and DeS, except that we will sUl:>tract 18· MMth 

from that adjustment to reflect PG&E's correetion. the adjustments 
provide a more accurate foreCAst. The adopted industrial 
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throughput will also ~e aQjusteQ for changes in other inputs anQ 
model specifications presented elsewh~re in this order. 

b.. utility Elee1;rie Generation CUEG) 

PG&E estimated UEG throughput exogenously as 1,387 MMth 
for the test period. This estimate is based on averaqe hydro year 
conditions. 

ORA accepts PG&E's estimates tor PG&E's own OEG 
throughput as consistent with the assumptions aQopted in its recent 
Energy Cost Adjustment Clause (ECAC) proceeding. ORA's estimate 
~or SCE throughput is 933 mega-decatherm higher than PG&E's.. ORA 
~ased its forecast on the results of its production cost model run 
in the latest SCE ECAC proceedinq. 

TORN recommends using the forecast adopted in the current 
ECAC proceeding, at least for the first seven months of 1989. ~ 
~elieves the data in the ECAC has been more fully scrutinized in 
ECAC hearinqs than it could have ~een in this proceeding .. 

TORN also proposes that the Commission adopt a provision 
to reflect increased OEG gas usage occurring as a result of a 
shutdown of Rancho Seco. TORN's proposal provides tor an 
alternative gas cost allocation if the plant is shut down so that 
non-OEG customers are protected from the vagaries of electric 
resource availability_ A similar mechanism was adopteQ in PG&E's 
most recent ECAC order. 

PG&E responds that the UEG forecast proposed by TORN 

reflects Qry hydro, conditions of 1988 for the first five months of 
the forecast. PG&E points to 0.87-12-039, which sta.ted that OEG 
forecast should be based on an average hydro year. 

We agree with ORA. that ECAC expense estimates should be 
used to the extent they are current, and that they should ~e 
updated using methodologies adopted in ECAC proceeQings. 
Estimates" however, should, continue to, ~e ~ased on an average hydro 
year, as we stated in 0.87-12-039. Accordingly, we will adopt 
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ORA's estimates of UEG throughput since they are consistent with 
PG&E and SCE's ECAC review estimates and methodoloqies. 

SCE proposes that its Cool Water plant be classified and 
treated as a OEG plant in this proceeding ~cause it pr04uces 
electricity, not industrial produets. PG&E has provided no 
justification for treating Cool Water as an industrial plant. PG&E 
responds that since Cool Water is a combined cycle plant, the plant 
is unlike any of PG&E's electrical plants. PG&E states that SCE is 
able to negotiate rates like any other customer if it is 
dissatisfied with the UEG rate. 

We will not grant SCE's request to reclassify cool Water 
at this time. The scope of this proceeding does not anticipate 
such customer reclassifications. SCE is an Able negotiator and has 

the opportunity to negotiate its gas rates with PG&E if it is 
dissatisfied with PG&E's industrial rates. 

As to· TORN's proposal for a reallocation of fixed costs 
during Rancho Seco- shutdowns1 we will not further complicate the 
ACAP proceeding with another allocation mechanism unless it is 
truly warranted. We are especially hesitant to undertake a twice
yearly allocation process. Some risk of a mismatch between 
forecasted and actual values is expected. The risk of 
misallocation because of unanticipated Rancho· Seco shutdowns, 
however, is not great enough to, make the program change proposed ~y 
TORN • 

c. EQhanced...Oil Recovery (RORl 

PG&E estimates, ~ased on market information rather than 
an econometric model, a large reduction in throughput to the EOR 
market as a result of lower oil prices. For 1989, PG&E estimates 
232' MMth of EOR throuqhput~ 

ORA states that PG&E's oriqinal estimate of 373 MMth is 
reasonable. TORN agrees with ORA that the oriqinal estimate is 
reasonable on the grounds that PG&E's lower forecast resulted from 
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lower priced oil. If the Commission aaopts a crude oil price of 
$17 per ~arrel, EOR ~oughput should ~e estimated at 373 MMth. 

PG&E responds that its· original estimate was ~ased on an 
oil price considerably higher than ORA's oil price estimate of $17. 

DRA acknowledges that EOR throughput is a function of oil prices 
and detends its higher throughput estimate on that basis. 

We will adopt DRA~s proposal since we have adopted DRA's 
oil price estimate •. 

d. :rnterutil~ 

PG&E's updated filing assumes 202 MMth per day (or 53 

million cubic teet (MMct) per year) ot interutility transport. Its 
estimate assumes that no gas will be sold ott-system by PG&E to 
Southern .California customers from PG&E's noncore portfolio at the 
noncore WACOG. PG&E bases its estimate on 1988 off-system 
transport volumes which averaged 42 MMcf per day, not including 
interutility transport of customer-owned 9as. 

DRA supports PG&E's original estimate ot 673 MMth (or 176· 

MHcf per day) on the grounds that the recent large reduction in 
interutility throughput occurred as a result of the drop in oil 
prices which are again increasing. DRA states that if its oil 
price estimate ot $17 is ad.opted, the oriqinal PG&E interutility 
transport estimate should also· be adopted. TORN supports ORA's 
position. 

Based on our findings regarding gas prices, oil prices, 
~nd their interrelationship, we will adopt ORA's forecast of 673 

MMth for the test period. 
e. Bes.i.dential and Commercial 

PG&E and ORA estimates of residential and commercial 
throughput are very close. Our adopted estimates of residential 
and commercial throughput are determined according to changes in 
model specifications and ass1Jlnptions determined elsewhere in this 
order .. 
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t. Cogen~ration 

PG&E developed its estimates of coqeneration througbput 
exogenously by adding througbput from projeets it expects to· come 
on line during the forecast period to· recorded Oecember 1987 

cogeneration usage. 
As discussed under the discussion of industrial 

througbput, PG&E's estimate of coqeneration througbput will be 
adjusted to- reflect the changes proposed by DGS and TORN. With 
these adjustments, we will adopt PG&E's estimate of cogeneration 
throughput. 
B. Cost of Gas 

1. Effects of Oil PriceS on Gas Prices 

A major controversy arose during the proceeding regarding 
the relationship ~etween oil and gas prices. PG&E estimated that 
the cost of oil would significantly decrease during the forecast 
period, making oil a more attractive alternative to noncore 
customer$ and thereby reducing gas througbput'estimates. PG&E did 
not assume gas prices would tall as a response to the lower cost of 
alternative fuels. 

ORA, '!'URN, CIG, Salmon/Mock, CPG, and OGS argued that the 
cost of gas'is influenced sUbstantially ~y the cost of oil and 
other alternative fuels. 

CIG's witness testified that a reduetion in oil prices 
puts pressure on gas prices as users switch to fuel oil. The 
estimated reduction of crude oil prices to $14.62 should. force spot 
gas prices at the California border down to $1.88 per MMBtu, in 
contrast to PG&E's estimate of $2.20 per MMBtu. CIG arrivecl at its 
estimate by applying a Hrule of thumbH used by enerqy forecasters 
to equate the cost of oil to· the cost of gas. CIG also.'applied a 
OR! energy forecast model to check its estimated cost of gas. 

CIG observes that the relationship between gas and oil 
prices has historically not ~een a precise 10:1 ratio. Rather, on 
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average,. the ratio· represents a reasonable equilibrium 
x:elationship .. 

CPG agrees that it is wrong to assume there is no 
relationship between gas and oil prices, although it does not 
support CIG's use of a 10:1 ratio. CPG urqes the Commission to use 
a *rule of reason" rather than a *rule ot thu:mb" and not be 
constrained between the extreme proposals ot PG&E ana CIG. 

OGS proposes that the Commission oonsider a six-month 
forecast twice a year, since the volatility of oil prices increases 
risks to customers and the utility. Alternatively,. the commission ' 
shou14 assume at least that gas prices do· follow oil prices to some 
extent. 

• 

TURN also ohallenges PG&E's assumption that gas prioes 
will not fall in response to lower oil prices. The major objeetiv~ 
of industry restructuring is to promote competition among gas 
supplies and between gas and oil suppliers.. It is 
counterproductive to assume that every dip, in oil prices must be 
matched by a discount in utility gas prices, ana gas produoers will ~ 
not drop their prices if PG&E will absorb necessary discounts tor 
them. PG&E's assumptions, according to 'l"O'RN, may result in a selt
fulfilling prophecy which will work to the detriment of all 
California gas conswners .. 

In response, PG&E criticizes CIG's gas cost estimate by 
arquing that the "rule ot thumb" is not a refined method tor 
estimating future gas prices and that ORI does not rely on such 
ratios. PG&E po·ints to ClG witness' testimony that the 10:1 ratio 
has not held up, historically and that DRI does not use such ratios 
in its forecasts. 

Much aebate centerea on whether ClG's estimated wellheaa 
prices includea the El Paso qatherinq charge of $.34. PG&E arqued 
that they did not,. and showed that when ~e $.34 qatherinq charge 
is adaea to- CIG-'s price estimate, that estimate exceeded PG&E's. 
CIG responded that it$ wellhead price did· inclUde 9atherinq costs. 
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On brief, CIG noted that it the Commission adopts CIG's 
throughput forecast ~ethodolO9Y, the Commission need not determine 
forecasteCl oil anc:1 qAS prices. The" output of PG&E's models 
requires such determinations. Since the models are, according to 
CIG, unreliable forecasting tools, there is no reason to forecast 
specific gas and oil price levels. 

We agree with the parties who propose that a significant 
reduction in oil costs is likely to- result in lower gas prices. 
Our new regulatory framework is based in large part on an 
assumption that eompetition between alternate fuels exists. PG&E's 
own ease makes that assumption. Where such competition exists, 
price changes occurring for one product are likely to afteet prices 
of substitutes. While no consistent historical relationship 
between oil and gas is apparent, it is clear that oil prices affect 
gas prices over time. Industry experts Aqree that this 
relationship exists. our determinations of gas price forecasts in 
the following discussion will be made with this relationship' in 
mind. 

We are surprised that PG&E has refused to recognize such 
a relationship in this proceedinq. Assuming lower forecasted oil 
prices, PG&E's assumptions regarding qasprices for the forecast 
period are unrealistic. 

2~ ~re WACOO 
~he core portfolio contains all long-term supplies and 

any short-term supplies needed to meet demand. In this 
application, PG&E estimated its core portfolio· WACOG to be $1.92 in 
1989. ORA estimated the core WACOG to be $1.87. 

MUch of the debate regarding gas costs centered around 
prices for gas from california SQurces and Southwest suppliers, 
whicn together make up about a quarter of'total supplies. Overall, 
DRA aoes not expect the price of short-term supplies to, increase 
aurinq the forecast period. PG&E expects increases for california 
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and Southwest supplies.. Appendix S, Table 3 provides our adopted 
forecasts of gas prices and volumes from various supply sources. 

A. california Supplies 
PG&E estimates California supplies will average 

$l .. 8S/MMBtu during the test period. ~ased on the price it is 
currently paying for small volumes of California qas. DRA ~elieves 
California supplies will averaqe $l.70/MMBtu,_ which is the present 
negotiated price for California gas. DRA does not believe 
california qas prices will rise as a result of upcominq contract 
negotiations with California supplies, qiven the fall in oil 
prices .. 

TORN states that PG&E's estimate is probably inevitable, 
qiven the recent legislative intervention into PG&E's relationship 
with Calitornia producers. 

S~l~on/Mock supports the PG&E estimate on the grounds 
that PG&E has already negotiated an increased price with some 
producers and because PG&E currently intends to- offer an incr~ased 
price of $1 .. 8S/MMBtu to all California proClucers. 

Since PG&E is already payinq $1 •. 85- :MXBtu tor some gas, we 
will adopt that amount as a reasonable estimate of prices for 
California gas .. 

b. ROCky; Mountain S\1'Rpli~s 
PG&E estimates ROCky Mountain supplies will be 

$1.67/MMBtu. ORA accepts PG&E's price and volume estimates. ClG 
proposes a ROCky Mountain price of $1.35/MMBtu, based on its 
analysis ot the effects of oil prices on gas prices. We will adopt 
a price of $1 .. 67/MMBtu because it is the rate currently on file 
with the Federal Energy Re9Ulatory Commission (FERC) .. 

c. El Paso SUgplies 
There is no dispute with PG&E's assumption that El Paso 

supplies will ~e too- expensive to· be purchased economically durinq 
the test period. We will not assume any suppliee. ~rom El Paso
durinq 1989. 
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d. PGT SUpplies 

PG&E estimates a border price of $1.847/MMBtu, which is 
the rate in the currently effective PCT general rate case before 
nRC. ORA concurs with this estimate. CIG proposes a canadian 
price of $1 •. 61/MMBtu, based on its forecast of falling gas prices 
generally. 

Since the record was- submitted in this case, Canadian 
producers filed an application with the canadian National Energy 
Board (NEB) to increase the commodity rate to $1.90/MMBtu. The NE3 

approved the :rate on a temporary basis. We do not expect this rate 
to go· below $·1.90 /MMBtu, since some producers are seeking a higher 
price and PGT has accepted the $1.90/MMBtu price~ We will. take 
ofticial notice ot NEB ruling and adopt $1-90/MMBtu, adjusted to 
$1~94/MMBtu at the cali!ornia ~order, tor ~e canadian gas price. 

e. SouthweC SURPlies 
PG&E estimates the cost of Southwest supplies to be 

$2.20/MMBtu during the test period. DRA estimates SOuthwest 
supplies will average $2.03/MMBtu,. which is the average price 
durinq the periOd October 1987 through Septem:ber 1988. DRA. bases 
its estimate, in part, on DRI forecasts which predict an almost 
eCIUal probability ot a slight rise in oil prices and a sharp 
decrease in oil costs. Following PG&E's divulqing some prioe 
intormation in its contract with ENRON, DRA modified its estimate 
upward to· $2.13/MMBtu. 

PG&E criticizes ORA's est~te because it assumes 1987 
prices will remain constant through 1990 and fails to take into 
aceount El Paso's general rate ease. 

Similarly, salmon/Mock believes ORA's estimate is too low 
given that 50% of PG&E's Southwest supplies will be purehased under 
lonq-term contracts at $2.30/MMBtu. 

ORA responds that the effects ot the El Paso rate ease 
oannot ~e interred" from PG&E"s data. To this, 1'O'RN acids that the 
El Paso rate increase is subject to refund, and. that it is wrong to 
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assume that gas purchasers,. as opposed to producers, will bear all 
ot the increase. TORN also adjusted i~s estima~e ot Southwest gas 
prices--to· $2 .. 15/MMBtu--after PG&E.presented info:r:mation about its 
long-term agreements. 

Half ot PG&E's Southwest gas is purchased.at $2.30. 
Consequently, the average price ot Southwest supplies would be 
$2 .. 20/MMBtu if the other halt ot the supplies averaged $2.l0 MMBtu. 
We find this amount high for spot gas given world oil prices. We 
also aqree with TORN that the effects of the El Paso rate increase 
should not ~e assumed to fall entirely on purchasers. We will 
assume an average price for Southwest gas of $2.10. This amount 
assumes that Southwest spot prices will be, on averaqe, $1·.90. 

:f - V2].umeS from the PCT Line 

Significant controversy arose during the hearings 
regarding capacity on PG&E's interstate lines. PG&E estimates 
canadian gas takes of 878 MMcf/day (or 320 Bef per year) in 1989, 
an amount significantly below total capacity and considerably less 
than actual throughput in 1988. These estimates result in hiq.her 
total gas costs since Southwest qas is more expensive than canadian 
gas •. 

ORA, Salmon/Mock, TORN, CPG and CIG argue that PG&E is 
underestimatinq the volume of takes on its PGT line and 
overestimating those from the El Paso· line. 

CPG agrees that reduced throughput over the PGT line 
could occur if PG&E's throuqhput estimates are adopted. It argues, 
however, that constraints which would bloek full utilization of 
PG'l"s capacity under any scenario have not been demonstrated. CPG 
points out that PG&E has, in the pending PCT rate ease at FERC, 
stipulated to· an estimate of l,OOO MMcf/day, well above PG&E's 
estimate in this ease. CPG also comments that PG&E should have a 
special burden to demonstrate that it cannot carry qreater volumes, 
over the PGT' line given its pending proposal at the CPOC to e~and 
its. existing system. 
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OGS also points out that PG&E is iqnorins the PGT rate 
case, and that PG&E is currently operating the PGT pipeline at full 
capacity. The Commission, according to, OGS, should assume that the . 
PGT pipeline will operate at full capacity year round. 

salmon/Mock agrees that PG&E has not provided evidence to 
demonstrate that it cannot operate the PGT line at full capacity. 
Salmon/Mock proposes that the Commission adopt a forecast which 
allocates 60 MMcf/day for noncore customers in the northern portion 
of PG&E's system and 60 MMcf/day of interutility transportation of 
Canadian gas for customers in southern California, in addition to 
the S7S MMct./day forecast by PG&E .. 

PG&E responds that it cannot increase PGTtakes without 
redUcing below minimum capacity levels the takes from the El Paso 
line. PG&E also- states that at higher volumes estimated by DRA, it 
must pay higher commodity costs for PGT gas because ot increased 
compressor fuel uSAgep 

We agree with the parties who argue that PG&E has not 
demonstrated why it can transport less than the maximum capacity 
over the PG'l' line during the test period. PG&E,"s witness testified 
that ave rase deliveries on the PG'I' line were 1,009 MMcf./day during 
January through November 1988. PG&E forecasts no transport of 
Canadian gas over the PG'l' pipeline in 1989, and canadian gas is 
less expensive than'Southwest qas. We also note that PG&E has 
stipulated to, forecasts, ot full capacity over the PGT pipeline in 
the PGT rate case. Accordingly, we will adopt an estimate of 1,009 

MMef/day ot Canadian gas over the PGT' pipeline for the test period. 
3. Noncore DCOG 

As we determined in 0.87-l2-039', the noncore portfolio 
contains only short-term supplies with prices that are, firm for up 
to 30 d.ays.. PG&E estimated a none ore WACOG ot $2'.20 per MMBtu tor 
1989, mainly on the basis of es.timates of Southwest 9'AS spot 
prices .. 
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ORA forecasts anoncore WACOG of $1.97 ~ased upon a 12-
month historical average of spot prices at the california border 
provided in the reports of Natural Gas Week. ORA states PC&E'S 
estimate relies too heavily on recent winter prices, Which tend to 
be higher than average annual prices. As· diseussed above, ORA 
states the effects of the El Paso rate case on Southwest supplies 
cannot be inferred from PG&E's data. ~ supports ORA's position. 

CIG estimated the noncore WACOG to· be $1.82 for reasons 
presented in the previous section on the e~tects of oil price 
changes on gas prices. 

We will adopt a noncore WACOG of $2.20, consistent with 
recent trends in the spot market. 

4. Transition COsts 

In 0.87-12-039, we determined that transition costs are • 
those which: 

o ~ook effect before Oecember 3, 1980; 

o Wer,e incurred f~r the benefit of all 
ratepayers; 

o Were intended to ~e recouped from all 
ratepayers; 

o Result in costs in excess of a currently 
reasonable level.' 

Among those costs recognized as transition costs are El 
Paso liquids,. Order 94/270 costs, take-or-pay tor Rocky Mountain 
and Canadian supplies, GEOA costs, and storage demand charges. 
Most transition costs were not disputed by the parties. In those 
cases r we adopt PG&E's estimates as reaso~le.. Oisputed issues 
are discussed below. 

A. stooge-Related COw 
PG&E estimates storage-related transition costs based on 

an annual forecast.. ORA forecasts these costs based on a monthly 
average because storage-related costs are ~ooKed monthly on the 
basis of monthly core W,ACOGs and average industry values. ORA 
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believes forecasting accuracy requires an estimate of seasonal spot 
price variations. PG&E responds that the differences in estimates 
are largely due to differing gas price forecasts, but that DRA's 
methodology is contrary to that developed in 0.87-12-039 and is 
subject to greater uncertainty. 

We agree with PG&E that we sbould not change our 
methodology at this time. We will use PG&E's approach ot weighting 
average annual gas costs, based on the costs we adopt in this 
order. 

b. 11 bso Filings At .me 
PG&E proposes to establish an. interest-bearing deferred 

debit aceount to trac~ potential new transition costs whicn may 
result from FERC resolution of various El Paso filinqs. PG&E 
proposes that disposition of any aceount balances be considered in 
its next ACAP. 

CPG agrees with PG&E's proposal to defer resolution of 
this issue until atter FERC's ruling is final. TORN argues that 
PG&E sbould not be granted interest for these extraordinary costs. 
ORA. does not take issue with PG&E ,'& position but notes that the 
quantification and method for recoverinq take-or-pay obligations 
will become' highly controversial, when they are known. 

We will adopt PG&E"s proposal to establish a deferred 
debit account, with interest, whieh will be considered in PG&E's 
next ACAP. 

5. BOR and GC-2 Reyenues 
PG&E estimates $4.1 million credit from the EOR :arket. 

ORA's forecasts $6.9 million, mainly as a result of differing EOR 
forecasts. PG&E urges that if the Commission adopts PG&E's EOR 
forecast, it should adopt its EOR eredit. 

TURN points out that PG&E's revenue estimates do not 
include escalation rates which are included in contracts with EOR 
and GC-2 customers • 
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Because we have adopted ORA's estimate of EOR tbrouqhput, 
we will adopt DRA's associate4 forecast ot EOR credits in the 
amount of $6.9 million. We agree with TORN that a more accurate 
estimate of EOR and GC-2 revenues would include escalation factors. 
We will adjust the EOR and GC-2 revenues using escalation factors 
of 3.4% and 3.738%, respectively, and expect PG&!' t~present 
escalated numbers in the future. 
c. co§t Allocation 

Cost allocation is the process of assiqninq fixed and 
variable costs to· various customer classes. PG&E's core customers 
include residential, small commercial, and large commercial 
customers. The remainder, includinq industrial, ~G, cogeneration 
and wholesale customers, are noncore customers. 

1. yariabl~ Cost3 
The primary variable cost to· PG'E is the cost ot gas. 

Under the Commission's new regulatory framework, large eusto~ers 

•• 

may elect to· purchase gas directly trom suppliers or brokers and • 
have PG&E transport the gas. Alternatively, such customers may 
continue to· purchase gas trom the utility at tarifted rates, Which 
may change every two weeks to reflect price and market changes. 

Core prices, on the other hand, do not change frequently 
to reflect changes in gas costs. PG&E accounts for differences 
):Jetween rates and costs in its PUrchased Gas Adjustment Account 
(PGA), a balancing account which relieves PG&E of any risk 
associated with core gas costs. . 

PG&E proposes, and ORA concurs, that PGA account balances 
should be allocated on an equal-cents-per-therm basis to both core 
and core elect customers. 

PG&E's proposed treatment of PGA balances is consistent 
with our previous orders and will be adopted. 

2.. Fixes' Costfe 

Fixed costs are those Which are relatively stable and are 
qenerally ineurred notwithstanding' the vo~umes of gas flowing 
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through the utility's system. PG&E is at risk for any mismatch 
that occurs between none ore costs and rates except in tbe'~se of 
certain levels of NRSA balances which are recoverable for two years 
following implementation ot our program. 

In 0.86-12-009 and sul:>sequent orders, we established cost 
allocation principle~ for PG&E's fixed costs. PG&E does not 
propose any changes to adopted methods for allocating fixed costs. 
Such costs include those associated with distribution, 
transmission, storage, and administrative and general expenses. 

a.. Negotiated Revenae staJ:>Uity 
Asrc;ount CNBSA) Balances 

The NRSA tracks recovery of revenues associated with 
fixed costs allocated to the noncore market. As of November 1988, 
the NRSA balance was zero. During periods when the balance is 
negative, PG&E proposes that NRSA undercolleetions be allocated on 
an equal-cents-per-therm basis to- all customer classes. It uses 
this method because its result approximates. the same result that 
would have occurred had the original estimates ot revenues and 
expenses been correct. 

ORA proposes that they be based on an equal percentage ot 
fixed cost revenue. ORA makes this recommendation because the 
Commission has traditionally used such an allocation method for 
fixed cost underrecovery. ORA believes the equal percentage of 
fixed cost allocation approximates the rate structure that would 
have resulted it noncore throughput had been correctly forecast. 
It also mitigates the destabilizing effects of increasing large 
customer rates. 

OGS· supports ORA's proposed allocation since it mimics 
the ac~ual cost allocation which would have occurred it the demand 
forecast had been correct .. 

CIG proposes that NRSA Dalanees be allocated only to- eore 
customers. To allocate these balanees to the nonco:~ will only 
exacerbate the problem that created the undereollection. As a 

- 44 -



.' 

A.88-09-032 ALJ/KIM/jt ** 

matter of fairness, the NRSA balance should not be allocated to the 
noncore because those who will end up paying for it will be default 
customers: other noncore customers will be able to· negotiate 
around it. 

TORN recommends that the entire balance be initially 
allocated to· the noncore market on an equal-cents-per-therm basis. 
TORN argues that the DA model will end up allocating certain fixed 
costs to core customers anyway, and noncore customers will never 
pay more than their value of service. It would be unfair for core 
customers to pay noncore fixed costs through the allocation of NRSA 
balances and through the discount adj.ustment process I especially 
when the costs involved were originally allocated to the noncore 
class. TORN also argues that core fixed costs are allocated only 
to· core. As a matter of fairness TORN believes the entire NRSA 
balance should :be allocated to the noncore. 

We will allocate all NRSA balances to the noneore, as 
TORN suggests. We believe this allocation is fair because we have 
allocated all core fixed cost balances to the core. By so doing, 
we do not change allocations between the core and noncore. 

b. Take:ot=PaY Transition coSs 
Take-or-pay transition costs are allocated on an equal

cents-per-therm :basis and are recovered through volumetric rates. 
In D.87-12-039, we recognized that the potential magnitUde of these 
costs could require alternate treatment. 

we will 
3. 

In this ease, these costs are very small. Accordingly, 
continue,the current method of recovering them. 
EOR Revenues. 

PG&E proposes to allocate EOR revenues by an equal 
percentage of base fixed costs or margin. As ORA points out, we 
required, in D-87-12-039, that such costs :be allocated on an equal 
percentage of fixed costs, that is,. :base costs plus pipeline demand 
charges. We will not change this allocatiau principle at. this 
time. 
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4. Cogeneration Shortfall Account 
a. Allocation 0' 'Ondercol1esctions 

the cogeneration Shortfall Account (CSA) is a ~alancing 
account established to account for a revenue shortfall occurring 
when eoqenerators pay less than the average OEG rate ~cause their 
otherwise applicable rate is temporarily lower. there is no 
undercolleetion in the CSA at this time. 

PG&E recommends allocating CSA ~alances to all customers. 
ORA and CCC o~ject to- this allocation and point out that the 
Commission, in 0.87-05-046, direeted that shortfalls should be 
d.istributed to the UEG class to promote efficient production of 
electricity and on grounds of equity. 

'l"tmN proposes elimination of this account on the qrounds 
that it provides too much protection to the utility. If it is not 
eliminated~ TORN proposes that undercolleetions be recovered from • 
UEG and cogeneration customers. 

SCE supports PG&E's proposal on the qrounds that this 
HsubsidyH to- cogenerators is based on the presumed benefits of more 
efficient overall gas- usage through the cogeneration process. 
Since those benefits accrue to- all customers, all customers- should 
pay the subsidy. 

We will adopt ORA and CCC's recommendation to allocate . 
shortfalls to- the UEG class for the reasons we adopted this 
practice in 0.87-05-046. In response to- SCE's comments, we believe 
it more appropriate to price services based on cost in order to 
send appropriate signals regarding use rather than to allocate 
costs on the basis of incidental and widely dispersed benefits of a 
technology_ 

We will not eliminate this account at this time, as TORN 
suggests. However, we believe that as PG&E's competitive posture 
improves under our new regulatory program, it may be appropriate to 
eliminate this and similar accounts designed to protect the utility 
during this transition period • 
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b. Pl:OPOse(1 ACCountin!L Change to CSA 
PG&E requests that the Commission approve a modification 

to the CSA. Under its proposal, PG&E would book the 41fference 
between revenues at the adopted average UEG rate and the average 
rate actually paid. Under existing practice, PG&E books the 
difference between cogeneration revenues at the actual OEG average 
rate and the otherwise applicable schedule,. Wbenever the latter is 
lower. 

PG&E argues that the current accounting method leads to a 
shortfall because ot differences between forecasted revenues and 
actual revenues occurring Que to weather. Under our rules, 
cogenerators may purchase gas out ot either UEG tariffs or' 
otherwise applicable rates. During a dry year, rates tor the 'O'EG 

class fall below those forecasted (because demand is higher and 
tixed costs,are spread over larger volumes than expected). When 
UEG rates are lower than other rates applicable to coqenerators, 

•• 

those customers use the 'O'EG rate, leading to a shortfall from them. • 
PG&E forecasts that it will lose about $S.O million 

between May and Oecember 1988 as a result of this effect. 
Accordinqly, PG&E requests that the commission ·smooth the year-to
year efteets of the adopted cost allocation and rate design 
policies on cogeneration gas transportation revenues· wh~ch occur 
because ot weather. In the al ternati ve, PG&E states torecastinq QF 
gas prices would take care of the problem. This approach is being 
discussed between PG&E and QFs. 

Other parties to- the proceeding object to- PG&E's 
proposal. TORN points out that during a dry year, PG&E may lose 
revenues from cogenerators, :but its revenues trom UEG customers 
increase. ORA objects to the proposal because the modification 
would reduce risk to- PG&E and increase risk for its ratepayers. 
According to ORA, PG&E is already protected trom underrecovery of 
noncore revenues by way of the NRSA account and that poten~ial 
losses during some years would be offset during others. PG&E 
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should not be granted increased regulatory protections six months 
after the new program has been put into·place~ CCC and DGS also· 
oppose PG&E's proposal. 

We will not adopt PG&E'S proposal. We agoree with ORA and 
TURN that the modification effectively shifts risk from PG&E to 
core customers. The risk PG&E currently bears for a cogeneration 
shortfall is not excessive and is offset by potential gains from 
OEG customers during a dry year. Further, the probability of 
losses in some years is offset by 'the probability of gains in 
others. 

We remind PG&E that our program was developed t~ provide 
improved incentives for efficiency for PG&E and additional, 
opportunities to benefit trom competition. Increased protections 
in gas markets will only be granted where siqnificant harm would 
otherwise result t~ shareholders or ratepayers. Whether QF 9as 
prices are based on a forecast is an issue which may be considered 
in other Commission proceedings and we need not address it here • 

s. Oil Burn credit.tor Coaenerators 
OGS, proposed a mechanism to address the effects ot 

economic oil burns on cogeneration rates. Under current policy, 
PG&E switches from gas to oil whenever oil is cheaper than the 
incremental cost of gas (even though oil may be more expensive than 
the core WACOG). As throughput drops, cogeneration gas rates 
increase to· reflect the higher UEG rates trom two months previous. 

OGS proposes that during months when economic oil burns 
occur, the cogeneration gas rate should be developed by dividing 
gas fixed costs by throughput including both gas and oil burned for 
economic reasons. According to OGS, such a mechanism would put 
eoqenerators in the same position as they would be in if PG&E 
operated under a Wtwo-eompanyN policy. Under a two-company policy, 
PG&E would burn oil only when the oil price was less than the core
elect WACOG, resultinq in fewer oil burne. . 
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PG&E obj ects to ooS's proposal on the qrounds that the 
Commission has recQ9'nized that. 'the actual average rate paid by 'CEG 
customers (and there tore cogeneration customers) will varymonthiy 
according to many tactors, including weather conditions. OGS' 
proposal, according. to· PG&E, is one-sided and insulates 
coqenerators trom one tactor that can increase their rates. It UEG 

rates are higher than otherwise applicable rates~ cogenerators may 
switch schedules. 

SCE also objects to DGS' proposal. SCE states the 
distortion between cogenerator and UEG rates is not due to· the 
wone-companyN policy but rather due t~ distortions caused by PG&E's 
demand charges. 

We will not grant DGS' request to change accounting tor 
economic oil burns. We developed the one-company policy because i~ 
results in the most etticient use ot resources. The tact that it 
is not applied across companies, like Southern california Edison 
and SOuthern Calitornia Gas, does not make it untair. The 
converse--that coqenerators receive a windfall trom a twO-company 
policy--could also, be true. Under existing policy, cogenerato~~ 
may still opt to use the otherwise applicable industrial rate when 
UEG rates increase .. 

6. Revenue Shortfalls. Resulting 
lrQJP ReASSignment of COre customers 

In Resolution G-2796, we directed PG&E to track revenue 
shortfalls resulting from transferring core customers to noncore 
status. We stated we would determine treatment of those shorttalls 
in this proceeding. 

TURN proposes that these revenue shortfalls be shared 
equally between ratepayers and shareholders. According to '.t'ORN, 

this would give the utility the incentive t~ adjust its cost 
allocations to capture the reassignment ot such customers as 
quickly as possible_ Once such c\"oCI.tomers· are treated as noncore 
tor cost allocation, there would no longer be any ongoing impact on 
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the core ~alancing account. TORN adds that the shorttall from the 
Stone Container Corporation contract should be borne entirely by 
PG&E since the Commission rejected that contract in Resolution 
G-2S1S. 

PG&E believes TORN's proposal is unfair and illogical. 
Since revenues received from reassiqned customers continue to be 
recorded in core balancing accounts, there is no· windfall for 
shareholders through the noncore gas fixed cost account. Core 
customers are actually better ott as a result ot reassiqnment than 
they would have ~een without it because they continue to· receive 
some revenues rather than none. 

While shared losses may provide some incentive tor the 
utility t~ reduce costs, we agree with PG&E that the value of the 
incentive is outweighed by the issue ot fairness. The existing 
accounting treatment for customers who· have transterred to noncore 
status is reasonable and generally consistent with our program. 
D. Bate Design 

~ Generally, the parties applied the rate design principles 
established in D.S7-12-039. They also applied the conceptual 
framework for baseline rates adopted in D.88-l0-06Z. our final 
rate desiqn' is presented in Appendix C. 

1. Baseline Bates 
PG&E proposes to set residential rates so that the 93.7% 

differential between tiers is consistent with that adopted in 
0.S8-10-062. ORA generally agrees with this rate desiqn proposal, 
but recommends retaining the $.40 per therm differential between 
Baseline and Tier II adopted in 0.S8-10-062. ORA notes that using 
PG&E's percentage difference will result in a rate spread of about 
$.44, an amount the Commission rejected in its baseline order. 

We will adopt ORA's proposed $.40 per therm differential 
as reasonable and consistent with 0 •. 8S-10-062 and ss. 98-7 • 
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2.. rower and Winter Cogercial BateR 
PG&E proposes a 35% dittere~tial Detween summer and 

winter commercial rates. According to PG&E~ this differential was 
adopted DY the Commission in 0.87-12-039', and in recognition that 
the actual winter/summer difterential appeared to be more than 35%. 

TORN characterizes this ditterential as wexcessiveH , 

observing that PG&E apparently allocated all distribution related 
costs exclusively to the winter period.. 1'ORN ar9'Ues that 

distribution facilities must be in place to serve load all year 
long. Aceordinqly, the differential in cost attriDu~le to peak 
usage should be allocated as a winter-only cost component to avoid . 
placing an undue burden on seasonal commercial customers. 

ORA concurs with PG&E's method as reasonable and 
consistent with 0.87-12-039. We will continue to use the practice • 
adopted in that order. 

3. Talte-or-Pay ancI El Paso 
Dix:ect Bill Balancing Account . 

DRA and OGS propose that existing take-or-pay costs 
should be collected volumetrically to encourage the utilities to 
negotiate ~e best rate with pipelines. We Delieve this is 
reasonable approach and will retlect it in our adopted rate design. 
Existing direct bill expenses should continue to be recovered in 
the demand cha=ge, pursuant to- 0.87-12-039. 

4.. Transition Cost and Implementation 
Balancing accOunt SUXcbAxqes . 

PG&E proposes that it be permitted to discount Transition 
cost and Implementation Balancing Account (TC/IBA) surcharges .. 
PG&E believes this additional flexiDility will allow it to retain 
load., 

ORA and T'C'RN support this proposal. ORA. states that 
PG&E, it granted this flexibility, be required to (1) book 
negotiated revenue above variable and customers cc~~ tirst, to 
implementation and transition accounts~ and (Z) apportion necessary 
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discounts to all accounts pro rata so that its guarantee to 
eventually recover remaininq balances can be scrutinized on an 
account-~y-account basis. TORN supports DRA's recommenaations. 
PG&E does not object to them~ 

We agree that the additional flexibility PG&E requests 
may reduce load loss. We will adopt ORA's suggestions regarding 
associated accounting principles. 
E. Reyenue Requirement 

1. Ba1anctngAccqgnt Balances 
The parties aqreed that we should use the latest 

available information regardinq balancing accounts balances. On 
February 9, 1989, PG&E filed an update of balancing' account alII.ounts 
including the PGA as of January 31, 1989. The final amount is 
$20S.2 million, which is to· be ~ortized over one year with the 
exception of the core and noncore implementation balancing 
accounts, which are to· be amortized. over 16· months. The balances 
are presented in Appendix S, TaDle & . 

PG&E proposes to seasonally adjust the Core Ga$ Fixed 
Cost Account (GFCA) by forecasting undercollections as of April 
1989 to mitigate a potentially large increase to core eustomers. 
ORA concurs·with these proposals. 

Both SeE and OGS recommend extending' ~alancinq account 
amortization periocls if required to avoid rate shock. In addition, 
DGS believes the Commission should provide a 45-day period before 
implementing new rates in order to allow customers to respond in 
advance to increased rates. CIG proposes a grace period of four 
months. PG&E states there is no· justification tor this delay 
beyond the self-interest of the parties proposing it. 

The only other controversy regarding balancing account 
amounts concerned the CFA. DRA challenged PG&E's estimate tor the 
allowance for doubtful accounts, recommending a $3.6· million 
adjustment to the, CFA. PG&E has agreed to· the adjus'bnent,. and we 
have r~tlected this in the updated ~alanein9 account balances • 
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We will not adopt proposals by DeS· and CIC to deter rate 
implementation .. The ettect ot that would be to· put turther upward 
pressure on rates in the subsequent period. Additionally, large 
customers should be able to, respond qu"iclcly enough. to higher rates 
it it serves their interests. Those customers have had an 
opportunity to- plan tor rate increases since September 19S5 by way 
ot PG&E's customer notice. 

Since balancing account balance undercollections are not 
large, we will amortize them with the exception of elBA and NIBA 
balances over a one-year period,. which is our usual practice. elBA 
and NIBA balances will be amortized over 16 months. 

2. 1989 Attrition Year Re'Rnue BeggireBnt 
PG&E requested that its base revenues in this tiling be 

updated to reflect 19S9 attrition year revenue requirement adopted 
in G-2838. The parties did, not object. PG&E's gas revenue 
requirement'tor 1989 was increased $37.18 million by Commission 
Resolution G-2838. The total gas revenue requirement adopted in 
this proceeding is updated to- reflect these attrition year 
adjustments. 

3. 1:$1 Reyenue Requirement 
PG&E's modified 1989 ACAP application requests a total 

gas revenue requirement ot $2,656.7 million, which does not reflect 
1989 attrition changes or updated balancing account estimates. our 
adopted revenue requirement based on the tindings made above is 
$2,821.2 million and is presented in AppendiX' B-, Table 6. This 
reflects the 1989 attrition changes and balancing account balances 
as ot January 31, 1989. 
F. ~r Hatters 

1. :tIotice ReggiremWs 
TURN notes that PG&E's total revenue requirement 

increased substantially in its amended tiling', but PG&E did not 
notify its customers of t~~t increase. 'l"'O:RN states the comm.:i.ssion 
has consistently refused to grant a revenue requirement higher than 
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that noticed to customers,. and suggests that the Commission 
continue to tollow that policy. 

ORA agrees that PG&E should have amended its application 
and noticed that change. ORA notes that the exception to the rule 
is a case where increase in expenses results trom updated balancing 
account balances. In this case, torecast assumptions--not 
balancing account expenses--changed. 

PG&E responds that its notice includes reference to· the 
fact that the rates adopted by the commission may be higher or 
lower than those requested. 

In this case~ we do not need to rule on the notice issue 
since we authorize a revenue requirement increase tor PG&E- less 
than the amount shown in its original notice. We have, in this 
order, directed PG&E to· retrain trom late-tiled ehanges to its 
application 'in tuture proceedings except in unusual cases. It it 
does increase its rate request following the original notice, we 
will at that time consider whether additional notice is required • 

2. Proprietary Intgrption 
A number of parties o:bjeeted to· PG&E's use ot proprietary 

-data in this proceeding. OGS suggested that PG&E's refusal to· 
disclose in~ormation used as inputs to· its models was ~arroqant~ 
and future proceedings should not permit use ot ~lack :boxH 

ratemaking. 
TORN suggests that PG&E should be required to include in 

its workpapers complete documentation of any computer models used 
in preparing the company's case~ consistent with AS 475 and in 
order to preclude the time-consuming process ot discovery which 
arose in this case. TORN also· criticizes P.G&E's use of a 
confidential assessment of willinqness-to-pay. The confidentiality 
ot this information, according to· TORN, has lead to discovery 
problems in this proceeding.. Finally, TORN also· states that 
relying upon PG&E to run the model--because commission statt cannot 
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run the moael independently--is cumbersome and creates the 
appearance of impropriety. ORA generally supports TORN's comments. 

We are currently considerinq qeneral rules reqardinq 
access to computer models in I.88-04-030. These rules will address 
access to models in future ACAPs~ 

3. pPdated XntsmMti$m 
~he parties generally agree that the most recent 

~alancinq account ~alances should be reflected in the commission's 
final order. PG&E had also requested an opportunity t~ update 
forecast information. Durinq hearings, a n'Ulllber of parties 
objected to this updating. ORA points out that updating contested 
issues after the conclusion of hearings would make the hearing 
process meaningless. We agree with that assessment and·~ill not 
entertain updates of contested issues in future ACAPs~ 

xv. Csmcl,usioQli 

This first ACAP has ~een a complex and contentious 
proceedinq. The controversy is due, in part, to the fact that PG&E 
is now at greater risk for revenue recovery, making the forecasting 
stakes higher. PG&E's application in this proceeding paints a 
bleak picture of the future. It forecasts significant and in some 
eases dramatic increases for all classes of customers. 

In addition, forecasting ~y its nature can be extremely 
complex. In this case, PG&E used two complicated models which were 
made more complex by their interaction. This decision seeks to 
minimize model complexities and simplify specifications and 
assumptions that do not detract from the model's usefulness. 

The complexity and controversy were increased When PG&E 
made significant changes to its application during the hearinq 
process. The introduction of these changes required. additional 
efforts by the parties to- review the dat~~ and additional hearing 
days. 
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A major objective of this decision is to establish a 
framework for analyzinq ~ou9hput in future ACAPs. It cannot 
resolve all forecastinq problems. We believe forecasts will 
improve as the utilities, the parties, and the commission qain 
experience with the ACAP process and with the evolvinq qas markets. 
While we anticipate improvements to' forecasts, we intend that the 
guidance provided by this order be applied in the ;future. 

We also comment on other aspects of future ACAPs. It is 
our intent~ as time goes on, to· modify our proqram to'provide the 
utilities with more opportunities to compete, and thereby further . 
encouraqe efficiency in qas markets. Accordinqly, we do not 
anticipate increasinq regulatory protections for PG&E, as ~t has 
requested in this proceedinq, but rather reducinq them, barrinq 
chanqes which make qas markets less competitive.. Accordinqly, we 
expect to review the viability of balancinq accounts and other 
protective mechanisms which may be better transitional practices 
than permanent ones. We also intend to· look further at our cost 
allocation practices which affect the competitiveness of the market 
and of the utilities, consistent with the requirements of Sa. 987. 

Throughout~ we retain our commitment to· protectinq the 
core from unnecessary rate increases and service problems. In 
effect, we continue to,. recognize that core customers are best 
protected in competitive markets when rates are set closer to cost, 
thereby preventinq uneconomic bypass of utility networks. We also 
believe that competition, if successful, will work to-reduce the 
cost of qAS for all customers. 
lindings 0' h£t 

1. Gas throughput is the total demand for natural qas from 
the utility system, includinq sales and transport qas. 

2. PG&E's estimate of qas throuqhput included the use of 
econometric models to forecast the effects of economic activity, 
fuel prices,. weather and other factors on' demand • 

... 1'40 
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3. PG&E used a disoount adjustment moael t~ forecast 
disoounts trom tariffed transport rates reqaired to keep larqe 
customers from P2B,. G-IND, and COGEN on its system·. 

4. DRA's assumption that a recession will not occur in 1989 
is supported by industry· analysts. 

s. Some ot PG&E's customers purchase propane at retail 
rates. 

6. Forecasted propane prices durinq the test perioa should 
include weiqhted values for the cost of retail and wholesale 
propane prices according to the percentage of customers who· 
purchase propane at retail and wholesale rates. 

7. Fuel oil prices declined during the final months'ot 1988, 
prior to· OPEC price-setting meeting's,. but have since increased. 

8. PG&E's estimates ot customer growth durinq the test 
period are reasonable. 

9. MOdels used to· forecast required unadjusted throu9hput 
and discounts for PG&E's noncore customers should inolude an 
estfmate of the effects ot demand eharqes on customer deoisions to 
fuel switch. 

10. PG&E did not provide evidence tl::Jat customer perceptions 
reqarding servioe reliability have changed since D.87-1Z-039 was 
issued. 

11. GC-2 customers with contracts that expire in 1989 are not 
distinquished from other customers in terms of the value of gas 
relative to· the value ot alternativ~ fuels" once those contracts 
expire. 

12. Significant numbers of PG&E's larqe noncore customers may 
elect core status. A model designed to estimate required discounts 
for noncore customers would provide a more aocurate estimate ot 
noncore revenue it it included core and noncore gas prices~ 
weighted accordin9 to· volumes purchased. 

13. CoqeneT~~ion purchases used to qenerate steam are 
appropriately included in industrial throu9hputestimates~ 
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14. Cogeneration purchases sold under the G-IND tariff are 
appropriately included in industrial throughput est~tes. 

1$. PG&E appropriately estimates UEG volumes based on average 
hydro year conditions. 

16,. Estimates of UEG volumes should be baseel on estimates and 
methoelologies adopted in PG&E's anel SCE's ECAC proceedinqs, to- the 
extent those estimates are based on averaqe hydro year conditions. 

17. PG&E's and DRA's estimates of residential and commercial 
throuqhput for the test period are almost identical. 

18'. TURN's proposed methocloloqy for estimating required 
noncore volume discounts is more accessible and understandable than 
PG&E's., 

19. TORN's proposed model is a reasonable alternative to, 
PG&E's discount adjustment model for purposes of forecasting 
required discounts to noncore customers. 

20. Workshops are likely to· help· interested parties 
understand ACAP' forecasting models and will provide a forum for 
determining improvements to· forecasting m~thods. 

2l. Changes in oil prices intluence~ t~ some extent, gas 
prices. Estimates of gas prices during the test period which 
reflect this relationship are likely to be more accurate than those 
which do not. 

22. The noncore portfolio· contains short-term supplies with 
prices that are firm for up to thirty days. 

23. The core portfolio contains all long-term supplies anel 
any short-term supplies needed to meet demand. 

24. El Paso supplies are likely to be too expensive to be 
purchased economically during the test period. 

25. PG&E has stipulateel, in PGT"s general rate ease, to an 
estimate of 1,009 MMe!/day over the PGT' pipeline. PG&E 
transported, on average,. 1,009 l"JI!ef/day over the PGT pipeline 
between January 1988 and November 1988. • ~~ . 
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26. A deterred debit account will reduce PG&E's risk of 
recovering costs related to pending El Paso filings at the FERC. 

27. Allocating NRSA balances entirely to, noncore rates is 
fair since core tixed costs are allocated entirely to the core, and 
because such allocation does not result in changes to established 
allocation principles. 

28. Allocating CSA undercolleetions. to the 'OEG class. prom.otes 
efficiency and equity. 

29. PG&E may realize a revenue shortfall from coqenerators 
during dry years when the 'O'EG rate falls below the otherwise 
applicable rate to- cogenerators. 

30. The risk PG&E bears tor a cogeneration shortfall· under 
existing CSA accounting practices .is offset by potential qains from 
'O'EG customers during a dry year, and by potential gains under the 
CSA during a wet year. 

.-

31. changing CSA accounting practices at this time would. 
provide unwarranted regulatory protections to PG&E. 

32. PG&E's UEG facility switches from qas to oil whenever oil • 
is cheaper than the incremental cost of gas. As tr.EG throughput 
falls, cogeneration qas. rates increase because the fixed UEG demand 
charge is spread over smaller volumes, in the rate parity formula. 

33. PG&E's wone-company policyw is designed to promote 
efficient use of resources. 

34. Cogenerators may opt to-use the otherwise applicable gas 
rate when UEG rates increase. 

35. This proceeding did not anticipate addressing whether 
SCE's Cool Water plant should be treated as a OEG facility. 

36. PG&E may be able to retain additional load by discounting 
transition cost and implementation balancing account amounts. 

37. Booking negotiated transportation revenues in excess of 
variable and customer related costs t~ TC/lBA accounts will provide 
appropriate safeguards in ClI.ses where PG&E discounts TC/lBA 
surcharges. 
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38. Collecting take-or-pay transition costs volumetrically 
will provide the utilities improved incentives to neqotiate the 
best rates with pipelines. 

39. Oeterring rate implementation will place upward pressure 
on rates in subsequent periods. 

40. Escalating EOR and GC-2 revenues according to contracted 
amounts provides a more accurate torecast of those revenues. 

41. Updating contested information following hearings tails 
to permit appropriate review ot such intormation. 
COnclusionS ot Law 

1. PG&E should be ordered to make tariff chanqes in 
accordance with the rates shown in Appendix c. 

2. CACO should schedule workshops,. following PG&E's next 
ACAP tiling, to consider ACAP forec~,sting models and explore 
refinements to them. 

3. The Commission should continue to· use a $.02 gas premium. 
The premium- should apply to- all noncore customers, including GC-2 
customers .. 

4. Estimates of customer discounts should reflect customers' 
ability to 'elect core status, and should weight core and noncore 
gas prices according to volumes purchased .. 

5. PG&E's request to change CS~ accounting practices should 
not be ,,'(~.opted.-

6. DGS' request to change the way cogeneration rates are 
calculated during OEG oil burn periods should not be adopted. 

7 • Using the Lunc1berg survey, a reasonable estimate ot 
propane prices for 1989 is $0.36·1 per therm .. 

8. A reasonable estimate ot No. 6 tuel oil prices in 1989 is 
$17 per barrel,. equivalent to- a $.285· delivered price and $ .. 254 
burnertip price ... 
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9. A reasonable estimate ot No. 2- tuel oil for 1989 is the 
equivalent of $.324 per therm. 

10. Models used to estimate PG&E's unadjusted noneore 
throughput volume and rate discounts should include a proxy ot 
demand charges in the amounts ot $.03 per them tor volumes 
associated, with negotiated contraets and $.0$ per therm tor volumes 
associated with detault aqreements. 

11. A reasonable estimAte of EOR throughput for the test 
period is 373 MMth. 

12. A reasonable estimate of interutility throughput tor the 
test period is 6,73 MMth. 

13. A reasonable estimate ot california gas prices during the 
test period is $1.8$ per MMBtu. 

14. A reasonable estimate of Rocky Mountain gas prices for 
the test period is $1.67 per MMBtu. 

15,. 'I'he currently etfeetive price tor canadian gas supplies 
is $1.94 per MMBtu at the calitornia border and is a reasonable 
price estimate tor the test period. 

16. A reasonable estimate of Southwest gas prices for the 
test period is $2.10 per MMBtu. 

17. An estimate ot 1,009 MMct/day over the PGT line during 
the test period is reasonable. 

18-. A reasonal:>le estimate of, the core WACOG during the test 
period is $1.944 per MMBtu. 

19. A reasonable estimate of the noncore WACOG during the 
test period is $2.20 per MMBtu. 

20. It is reasonable to estimate storage-related transition 
costs Dased on an annual forecast. 

21. It is reasonable to· allocate PGA balances on an equal
cents-per-them basis to core and core elect customers. 

2Z. It is reasonable t~ allocate existing transition costs on 
an equ~l-cents-per-therm basis, with storage-related transition 
costs allocated using a cold year forecast. 
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23. It is reasonable to allocate EOR revenue credits on ORA's 
methodology of an equal percentaqe of fixed costs. 

24. The e~istinq accounting treatment of revenues from 
reassignment of core customers is reasonable. 

25·. It is reasonable to retain the $.40 per them 
differential between baseline and Tier II rates. 

26. A 35% differential between su:mm.er ~.nd winter commercial 
rates is reasonable. 

27. It is reasonable to use most recent intormation regarding 
balancing account undercolleetions and overcollections in 
detemininq revenue requirement in this proceeding. 

28. It is reasonable to· adjust the Conservation Financing 
Account by $3.& million to more accurately reflect the status of 
doubtful accounts. 

29. It is reasonable to update base revenues to' reflect the 
1989 attrition year revenue requirement, adopted in Resolution 
G-Z838. 

30. A reasonable forecast of EOR credits is $6.9 million, 
adjusted for escalation using an escalation factor of 3.4% to 
produce an EOR revenue credit of $7.293 million .. 

31. ~ reasonable escalation factor for GC-2 revenues is 
3.738% .. 

ORDER 

IT IS ORDERED that: 
1. Within five (5) days of the effective date of this 

decision, Pacific Gas and Electric company (PG&E) shall file, in 
accordance with General Order 96-A, tariff cbanges which implement 
the rate changes adopted in this. proceeding, and which are shown in 
Appendi~ C to this decision, using the revenue requirement 

~.~. , 
presented in Appendix S, Table 6·. Tariff changes will ))e effective 
June, .. 1, "1989 • 

. <' \.',." "~~.'~.-, ,.'" 
" • • _. . I/, .. ,.,.... ...... . ," ,..... ~'. ,," 

.,~., . . , . 
'..... ,~ ~I • ... ' ... .",. 

:: :;.' .. ~I,...... .'...... :'''-...... " ............ . 
:: .-.. 
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2. 'rhe Executive Director shall direct the Commission 
Advisory and Compliance D~vision to schedule workshops after PG&E 
files its application and Defore' hearings are held in PG&E/s next 
ACAP proceeding.. 'I'he purpose' of the workshops will :be to help 
interested parties to, understand the models proposed by the utility 
for use in the proeeedinq .. 

This order is effective today. 
Dated May 26-,. 1989, at San Francisco, california .. 
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G. MI~CHELL WII.'K 
President, 

FREDERICl<: R. D'O'DA 
STANLEY W. HO'LE'rl" 
JOHN B'~ OHANIAN 
PA'I'RIClA M. ECI<ERT' 

commissioners 
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List of Appearances 

Applicant: Harry W. Long. Jr., for Pacific Gas and Electric 
Company. 

Interested Parties: Messrs. Lindsay, Hart, Neil & Weigler, by 
Michael P . .Alcant<'~, Attorney at Law, for Coqonerators of 
Southern California; ~. Hayden Ames, Attorney at Law, for 
Chickering & Gregory; R~hard Q. Baish, Michael O. Ferguson, 
Randolph L. wu, and Phyllis Huckabee, for El Paso Natural Gas 
Company; W .. Randolph Baldschun, Anthony C .. Bennetti, Ronald G. 
Oechsler, and Patrick J. Power, Attorney at Law, for City of 
Palo AltO; Barkovich & Yap, by Barbara R. Bwovich, for 
California LtI.X'ge Energy Consumers ASsociation; Messrs. Morrison 
& Foerster, ~y Jerry R. Bloom, Attorney at Law (New York), for 
California Cogeneration Council; Matthew Bragz and Dian 
Grueneich, Attorneys at Law, for Department of General services; 
Koren Edson, for KKE & Associates; Michel Pel'e; Florio, Attorney 
at Law, for Toward Utility Rate Normalization; Richard K. 
Durant, Frank J. Cooley, Attorneys at Law, and Michael Gonzales, 
for Southern California Edison Company; Steven M. HarriS, for 
Enron/Transwestern P-ipeline; Band L. Haven§., for Mission 
Resources; Messrs. Brady & Berliner, by J2hn Jimison, Attorney 
at Law, for Canadian Producer Group; Messrs. Luce, Forward, 
H~lton & Scripps, by J2hn W. Leslie and Steven S. Wall, 
Attorneys at Law, for Salmon Resources, Ltd., and Mock 
Resources, Inc.; Henry F. Lippitt, 2ng, Attorney at Law, for 
California Gas PrOducers Association; Thomas D. Clarke, Glen J. 
Sullivan, Lisa T. Horwitz, Attorneys at Law, and L.~. Lorenz, 
for Southern California Gas Company; Messrs. Graham and James, 
~y Vickie Thompson and MArtin Mattes, Attorneys at Law, for Kern 
River Gas Transmission Company and California Hotel & Motel 
AsSOCiation; Messrs. Squire, Sanders & Dempsey, by Keith R. 
McCrea and ~hael ~. Mishk1n, Attorney at Law, for california 
Industrial Group; Barton M. Mye~son, Attorney at Law, and Judy 
O~st, for San Diego Gas & Electric Company; Jef~Nahigi«n, for 
IEP; Thomas J. O'Rourke and Thomas R. Sheets, Attorney at Law 
(Nevada), for Southwest Gas corporation; Paul Bemo, for Chevron, 
U.S.A.; ~hn Ouinl~JC, for Cogeneration Service Bureau; Messrs. 
Skaff & Anderson, by Andrew :1. SKaff, Attorney at Law, for 
Natural Gas Clearin9housei Antonio Radill~ and A~ Kirk McKenzie, 
Attorneys at Law, for California Energy Commission; andrew 
Safir, for Recon Research Corporation; P2nald W. SehQinbeck, for 
R.C.5-., Inc; Messrs .• Ax'mour, St. John, WilCOX, Goodin & Schlotz, 
by James-P. Sgu~, Attorney at Law~ for California Building 
Industry Association; Brian SwAY, for California Gas Cooperative 



• 

• 

• 

A.88-09-032 ~J/'KIM/'jt 
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Page 2 

k1st o£ Appearances 

Formation Coromi 'ttee ~ Barakat, Howard & Chamberlin, by Nancy 
Thompson, for Barakat, Howard & Chamberlin; ~rie Toolson and 
Rudy Iwasko, for Sacramento Municipal Utility District; Keyin 
Woodruff, for Henwood Energy Services, Inc .. ~ Harry K. Win;ers, 
for University of California;. Ward A. lWfford",. for Modesto 
Irriqation District;. and. Jones, Day, Reavis, & Pogue, by 
NOrman A. Pedeuen, Attorney at Law, for Southern C4lifornia 
Power pool and Imperial Irrigation Oi$trict .. 

Divis.ion of Ratepayer Advocates: Patrick Gileau and Izet'ta 
J<l.elsson, Attorneys at Law • 

(END OF APPENDIX A) 



'. 

• 

• 

APPENDIX 8 

TADI.E 'A 
PACIFIC CAS AND'ELECTRIC COMPANY 

ANNUAL COST ALLOCATION PROCEEDING 
ADOPTED, DISCOUNT ADJUsTMENT MOOE~ FOR' '-IND' 

flORECAST PERIOD ~ JANUARY 1,. 1989 TO DECEMBER 31. 1989 

._--.....••••....• --•••••....... -................................................ -....... . 
w.z on . "OIl. PROPANE 

...•....•••....... -...•..•••••........•••.. _ .......•••. --.... --~ .... -... -------.--.... -... 

ALternate F~L Price (centl/therm) 31'.4 2tlS 36.1 

Gal Premfym,(cent./therm) 2.0 2.0 2.0 

Exit Demand Chlrges (cent'/therm) 4.4 4.4 4.4 1/ 

I. ... : Averlge to.t- of a.. (centa/therm)' 21.4 21.4 21.4 2/ 

"lximum,Trl~port.tlon.R.t. (centl/therm) 22.4 13.5 21.1 31 

Seed Defal,lLt Rate (ccntl/therm), '4.9 14.9 14.9 

Percent Of .count Requf red o.ox 9.6:( O.OX 41 

UnodJ .... t~ VoLume Foreel.t (MOth) 4O,T.56 53.093 33,947 

D11(:0Ynt AdJl.lltment VoLU'IIe (MOth) o o 51 

--... _-.•.........•••.•......••• --.....•••.•..•....... --••••.....•.••••.......•••...•.. -.. 

FOOTNOTES: 

'1 «ANNUAL NEGOTIATED VOLUMES/C'988 ESTIMATED· P2B • G-IND • COC£N THROUGHPUT» * 
3 CENTS) • «' • (ANNUAL NECOTrATED VCLUMES/(1988 ESTIMAT~ P28 • C-IND • COC£N 
THROUCHPUT») • 5 CENTS) 

21 (55% • CORE PORTFOLIO PRICE) • (45:( • NONCORE PORT~OI.IO PRICE) 

31 ALTERNATE ~UEI. PRICE. CAS· PREMIUM. EXIT DEMAND CHARCES • AVERACI! COST OF CAS 

41 (SEED DEFAULT RATE - MAXIMUM'TRANSPORTATION RATE) I SEEO OE'AU~T RATE 

51 PERCENT OISCOUNTREQUIREO * UNADJUSTED VOLUME 'ORECAST 
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APPENDtX a 

TAIlI.! 18 
PACIFIC CAS ANO"EL!CTRIC COMPANY 

AHNUAL COST AI.LOCATIQH, PRoa~lNC 
ADOI>TED DISCIXJNT ADJUSTMENT MODEl. ,0It P2B 

'ORECAST PERJOO: JAHUARY 1" 1989 TO DECEMBER 31, 1989 

... -... --.--.-.. -... -~.-.. -.-.. -.-~.-....... -.-.. -.-..................................... . 
12'011. IIf6 OJL PItOfI'AH! 

• •• ••• •••••••••••••••••••••••••••••••••• M ••••••••••••••••••••••• _ •••••••••••••••••••• _ •••• 

Alternate FueL Price (cent./therm) 37.4 U.5 36.1 

ea. Premfum· (cent./tharm) 2.0 2.0 2.0 

Exit Demand Charoes (cent./therm) 4.4 4.4 4.4 1/ 

I.e •• : Averaoa COI~ of Gal (centl/tharm) 21.4 21.4 21.4 2/ 

Maxf~ Tran.port.t1~'R.ta Ccenta/th.rm) 22.4 13.5- 2'.' 31 

Seed'D~.uLt Rate (cent.'therm) '5.~ 1S.~ 'S~ 

Percet'lt Of SCOUl'lt Requi red 0.0% 14.4" O.OX 41 

465 1,861 5,582 

Of 1C00000t AClJI,IStmal'lt VoLume (HOth) o 269 o 51 

.••.•.••.....••...••...••.•...••... _ ............•........ -.......... -.•.....•...... ~ .. -.. . 

FOOTNOTES: 

11 (CANNUAI. NECOTtATED VOI.UMES/C'9e8 ESTIMATEO P28 • C-rNO • COC£N THROUCHPUT» • 
3 CENTS) • «1 - (ANNUAl. N£COTIATEO VOI.UMES/C,986 ESTIMATED P2D • '-INO • COGfN 
THROUCHPUT») • 5 CENTS) 

21 (55% • CORE PORTFOLIO PRICE) • (45% • NONCORE PORTFOI.IO' PRICE) 

31 AI.TERMAT! FUEl. PRlCE. CAS· PREMIUM'. EXIT O£HAND CHARC($ • Ave~CE COST 0' CAS 

41 (SeED OE'AUI.T RATE • MAXIMUM TRANSPORTATION' ~TE) I $tEO Oel!AULT RA"! 

51 PERCENT DISCOUNT REOUIRED • UNAOJUSTED' VOLUME 'ORECAST 
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APPENDIX 8 

TABLE 1C 
PACIFIC GAS AND, ELECTRIC COMPANY 

ANNUAL COST ALLOCATION: PROCEEDING 
ADOPTED DISCOUNT ADJUSTMENT MODEL 'OR COC£N 

12-01L 1116· OIL 

AL cerNIce FIoieL Pri ce (centl/the",,' 37'.4 2a.S 

Cial Premf l1li (centl/the",,) 2.0 2.0 

Exit Demand Charges· (centi/therlll) 4.4 4.4 

Lesl: Awrage COlt of Cial (centi/therlll) 21-.4 2'1.4 

MaxfllUll Transportation Rate (centl/the",,) 22.4 130S 

seed De181,1Lt Rate (cents/the",,) 13.9 13.9 

Percent Of 1C000000t Requf red· 0.= 2.8X 

2,661 

DilCOIoInt AcIjustllllf'lt VoLIIIIIt (MOth) o 1'5. 

FOOTNOTES: 

PROPANE 

36.1 

2.0 

4.4 

21.4 

2'1.1 

13.9 

0.= 

o 

1/ «ANNUAL NEGOTIATED VOLUMES/C1988 ESTIMATED P2B • G-IND • COCEN THROUCHPUT» * 
3 CENTS) • «1 - (ANNUAL NEGOTIATED VOLUMES/C1988 ESTIMATED P2a. C·IND·. CCCEN 
THROUCHPUT») * 5 CENTS) 

2/ (55% * CORE PORTFOLIO-PRICE) • (45% * NONCORE PORTFOLIO-PRICE) 

3/ ALTERNATE FUEL PRICE. GAS PREMIUM'. EXIT DEMAND CHARGeS - AVERAC£ COST 0' GAS 

4/ (SEED DEFAULT RATE - MAXIMUM TRANSPORTAT:ON RATE) / SEED DEFAULT RATE 

51 PERCENT DISCOUNT REQUIRED * UNADJUSTED VOLUME PORECAST 

1/ 

2/ 

3/ 

4/ 

5/ 
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APPENDIX 8 

TABLE 2A 
PACI'!C CAS AND' ELECTRIC COMPANY 

ANNUAL COST ALLOCATION PROCZ!DING 
ADOPTED THROUGHPUT 

IIOR£CAST PEIUOO: JANUARY '. '989 TO'D£C!M8ER 31. 19159 

.-....... --~~ ....... --....... ---........ --........ --......... --....... --... 
UNADJUSTED o ISCOUNT 

CUSTOMER CLASS THROUGHPUT ADJUSTED 
THROUCHP'JT 

(MOth) (MOth) ...... _ ....•......••••••••.......... -............................. _-....... 

COR! THROUGHPUT 

Residenti.l 1M 180.483 180.483 
Residenti.l MM 32.447 32,447 

Total R .. idential 212,930 212.930 

SMaLL Commercial 68,353 68.353 
I..rge COmmercial COre 14,914 14,914 
L.rge C«mIerc1.L Noncore 0 0 
Large COiIIMrci.L Tr..,lport-onLy 0 0 

TotaL COIIIIIerc:ial, 83,267 83,267 

Intera.p.rtmentaL C&C eo 80 
1 nterdeplrtment.L, CPS 97 97 
PG&E Start-Up· Fuel 1,474 1,474 
SoCel Edfaon 0 0 

Tot.lOther 1.65' 1,651 
•........ . ......... 

TOTAl. COR! 297,348 297,848 

MCNCORE THROUGHPUT 

Large P2D Core ELect 4,349 4,20' 
I..rge P28 Noncore '.239 ',197 
Large P2B Tr.nsport-Only' 2,320 2.241 

Total I..rge P2B 7,908 7,639 

IndYltriaL Core Elect 70,277 67,409 
Indultrial Noncore 20,207 19,399 
IndustriaL, Tranlpart-Only 37,292' 35,802 

Total Industrial 127.776 '22,670 

Cogeneration, Core Elect ''',135 '''.094 
Cogeneration, Noncore 5,07'5 5,063 
Cogeneration· Transport-Only 9,765 9.743-

TouL Cogeneration 32,97'5 32,900 

fOR,Core' Elfie! 0 0 
EOIt' Noncore 3r 721 3,721 
EOR Tr.nsport-Only 14,1515' 14,881 

Tota~ EOR 18,602 18,602. 
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APPfNOIX 9 

TABI.! 2A 
PACI'IC CAS AND ELECTRIC COMPANY 

ANNUAL COST ALI.OCATIOM', PROCEEOING 
ADOPTED THROUCiHPUT 

'OR£CAST PERIOD: JANUARY 1,. 1989 TO DEctI4BER 31, 1989 

.•..•••...••......•....•....•...•..•••..•••..••......•.. -... -... -.. ~ ... -.. -
UNADJUSTED DISCOUNT 

CUSTOMER CLASS THROUGHPUT AOJUSTEJ) 
THRCUCHPUT 

(MOth) (MOth) 
..••...••.....••....•....•......•••..•.•..•••....••...••....•......••...••• 

EOR Cog_ratiM COre IHeet 0 0 
EOR. CogeneratfM'Noncore ~1' 931 
ECMt Cog_ratiM Tr.n.port-~Ly '7,.m 17,.m 

Tot.L EOR Co;.neration 18,653 14,658 

lnIoL ... ~. Cor. E~ect 6,256 6,256 
WhoL ... Le Mancor. 0 0 
WhoLeMLe Tran.port-On~y 4,170 4,170 

Tot.L WhoL ... Le 10,426, 10,426 

UeG-PGIl COre ELeet 138,.709' 138,709 
UEG-PCUMancor. 0' 0 
uea-PG&! Transport-OnLy 0 0, 

TotaL UECi-PG&E 1381'709 138,709 

. UECi-tC£ Core ELeet 3,823 3,823 
UECi-sa; Nonc:ore 0 0 
UECi-See Tra~port-OnLy 0' 0 

TotaL Uee-SeE 3,823 3,823 

CiC2-Ineu.trfaL COre Eleet 14,398 14,393 
eel-IndustriaL Noncore 3,802 3,802 
CC2-InduatriaL Transport-Only 7,917 7,977 

Total CCZ-[nduatr1al 26,.177 26,177 

GCZ-Cogeneration Core Eleet 7,163 1,163 
CCZ-CogeneratiM, Nancor. 1,974 1,974 
CCZ-CogeneratiM·Tranlport-OnLy 3,489 3.&89 

'l'otal CC2-eooeneratfon, 13,0Z6, 13,0Z6 

Steam Heat 1,033· 1,033 
InterdepartmentaL 86 M 

.......... . ......... 
TOTAl. NONCORE 399,199 393,149 

OTHER THROUCiHPUT 

Cia. Department U •• C(jl'e 5,m S,?'5a 
C.I Department UN Nancor. ~ 303 

Pa9~ S 
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APPENDIX a 

TABLE 2A 
PACIFIC CAS AND ELECTRIC COMPANY 

ANNUAL COST ALLOCATION' PROCEEDING 
ADOPTED, THROUGHPUT 

'ORECAST PERIOD:, JANUARY " 1989. TO DECEMBI!R 3'~ 1989 

........ --.. -...... ~~ •••••...........•••••. -..... -.--~ ....... -........ -... . 
CUSTC»4ER CLASS 

UNADJUSTED 
THROUGHPUT 

(MOth) 

DISCOUNT 
ADJUSTED 

THROUGHPUT 
(ICIth) 

... -........................ --...... -............... _--.... _ .............. . 

Lo.t and uneccounted 'o~ COre 16~769 '6,769 
Lost and Uneccounted· 'or Ncneore 875 875 
Int.rutH itY Ncneor. 47,079 47,079 
Interutility Tran.po~·onLy 20 .. ,9Z 20,'9Z ... -..... ......... 

TOTAL OTHER 90,976· 90/1T6 

--... _-- --_ ... _-. 
TOTAL THROUGHPUT 788,023- 782,S13 

-....... -..... _-........ -...... _-... -----...... -...... ---..... _---_ .. ---.. . 

TABLE 2B 
PACIFIC GAS AND· ELECTRIC COMPANY 

ANNUAL COST ALLOCATION PROCfEDlNCi 
ADOPTED THROUGHPUT 

FORECAST PERIOD: JANUARY " '989 TO DECEMBER' :S1, 19a? 

......... _-........ _ ••••...... _---.... _--...•....••••• ---..... ---~ .......•• 
TYPE 01' SERVICE 

UNADJUSTED 
THItOUGHPUT 

DISCOUNT 
ADJUSTED 

THROUGHPUT 
(MOth) (MOth) 

••••••••• -~-•••• --••••••••••••• - ••••• _ .................••••• M ••• W ••• M •••••• 

Core Co. Requirement. 2'97,848 297,848 
Core-E lect eo. ReqI,Ii refl'lOl'lt. 264,229 261,232 
Noncore ea. Requirement. 84,028 83,.107 

Total Requirement. 646,.105 642,246, 

Total Tronlport-Only 118,213 116,622 

TotaL Other 23,705, 23~705' 
_ ........ _._-_._ .. 

TOTAL THR(.\IGHPUT 788,023- 782,5'73 ._--.......•••.. _ ..•.....•••...........••• _ ..... _ .. -•......•••• _----_ ..... . 

Page 6 
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APPENDIX S 

TAILE 3 
PACt,tC CAS ANO·ELECTRIC COMPANY 

ANNUAL COST ALLOCATION· PROCEEDING 
ADOPTED COST 0' GAS 

!'CRECASY PERlOO: JANUARY 1,. 1989 TO DECEMBER 31,. 1m 

VOLUMI! 
(MD~h)-

PRIC! 
(SlOth) 

COST 
(1000) .. -... -.. -... -.............. -~ ... ---...... --...... --.. -.............. --_ ............ . 

COItE: 

SuppLy Sources: 

CaLffomia 
Rocky MoUntain 
PGY·CeNdien 
EL PliO 
Southwen 

. Subtotal 

Withdrawal from· Storeg. 
Injection to Storage 

Subtotal (fI'lCLudf"" 
atoreg.·reLat«l 
transition coata) 

Lesa: acorege-reL.ted
t~."-!tfon·cost. 

TOTALS 

NONCORE: 

Noncore Oemand 
Noncore Ga. Department Uae (COU) 
Noncoro Loat and 

unaccOYnted ~or (LUA') 

YOYALS 

NONCOitE weighted· Averege Cost of Gal (WACOG) 

TOTAL COST 0' GAS 

122,815 
2,.705 

368,285 

88,660 

582.465 

39.329 
(37,.190) 

584.604 

584,604 

84,028 
303 

85.206 

1.850 221,208 
1.670 4,5'7 
1.940 714,473 
2.844 
2.100- 186.186 

1.944 1.132.384 

2.050 80.629 
1.9104 (72.302) 

1.951 1.140,7"11 

4,169 

1,136,542 

1.9104 

187,453 

2.200 

1,323,996 

............................... ---.. ---_ ........................ _--................. . 
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APPENDIX B 

TABLE 4 
PACIFIC GAS AND ELECTRIC COMPANY 

ANNUAL COST ALLOCATION PROCEEDING 
ADOPTED STORAGE-RELATED TRANSITION COSTS 

FORECAST PERIOD: JANUARY 1, 1989 TO DECEMBER 31, 1989 

---------------~-~-------~--~------------~--~----~-~---~----

Weighted Average Price of withdrawals ($/Oth) 

Less: Weighted average price of core 
gas (SlOth) 

Subtotal ($/Dth) 

Volume of Withdrawals (MOth) 

Storage-Related Transition Costs (SOOO) 

2.050 

1.944 

39,329 

4,169 

--~----~-~-------~---~--~---~-----------~--~----~-~---------
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APPtNOIX B 

TABL! 5 
PACt~lC GAS· AND' ELECTRIC COMPANY 

ANNUAL COST ALLOCATION'PROCEEDINC 
ADOPTEO· PeRnOLIO PRICl!S 

'OI!!CAST PERlOO: JANUARY 1, 1989 TO OEC!MBEIt 31, 1989 

CORE: 

CORE Coat 01 ea. (SOOO) 1/ 
Add: Purch ... Ca.,Acc~t (SOOO) 
Add: ",.lIInchiu ~ ... r.d UncollectibLe. Q 0.00943% (SODD) 

TOTAL COR! COST (SOOO) 

COI!! VOLU)!! (MOth) 

CORE PORTFOLIO PRICE (SlOth) 

HONCOR!: 

HOHCOR! Coat 01 c.. (SOOO) 2/ 
Add: ~rlll'lChi .. , ... and, UncoLLectibL .. iI 0.00943% (SCOO) 

TOTAL NONCOI!E COST (SOOO) 

HONCOI!! VOLUME (MOth) 

HONCORE PORTFOLIO PRICE (S/Dth) 

FOOTNOTES: 

11 ExcLudes CDU and LUAF expen .. a 01 14:5,.795,274. 

21 ExcLudea CDU and LUAF expenaea 01 $2,591,600 • 

S1,092,.747 
60,843 
10,818 

S1,164,469 

562,077 

12.072 

S1154,MZ 
1,.743-

S1M,60S· 

$2.221 
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APPENDlX 8 

TABLE 6-
PACt'IC GAS AND E~!CTRIC OOMPANY 
NlNUAI. con ALLOCATION' PltOC(/!OtNG 

ADOP'I'EO RMNUE REOUIREMENT SIJMMARY 

FORECAST PERIOD: JNlUARY ',_ 1989,TO DECEMBER 31, 1989 
(fn-Th~ of Do~Lara) 

PROCUREMENT RevENUE REoutREMENT 
1989 eaa Procur.."."t COsta: 

CO .. e/Cor .. E~eet 
Noncore 

Total '989 Ccmnodi ty eoata 
Co .. e Purchased· eas ACcount "~anc. (cPGA) 

'ranchfae flees and-Unco~~ectibL .. 

TRANSMISSION REVENUE REOUIREMENT 

1~ 'oreeaat Coats: 

'1,092,741 
184,862 

Ba ... Rewnue 'bed" Coeta (1nc~udet !OR' and InterutHfty Credita) 
P{peUne DIIIMI'ld Charg .. 
ea. Storaoe c.rryfng Cost. 
Trent1t1on·eoata 
CFADebt Se/'Yice/E.KpenlO 
GEDA 
LUAF and GOU eas 
C91JC F" 

'989 Total Forecast Costa 

BaLancfng· Account Amortization: 11 
Co,.. ea. ,Ixed· COlt Ba~anclngAccount (CFCA) 
Core ImpLetrentatfon SaLanclng Account (CIBA) 
Honcore r~Lement4tion BaLancing Account (HIBA) 
Noncore Transition-Cost Account (NTCA) 
Negotiated Revot'lUe Stabfl I ty Account (NRSA) 
Enhanced Of L Recovery Account (EORA) 
Interutility·aaLancing Account 
eFA Oebt Sel'Yiee/ExpeI'tH 

TotaL 'oree.at ACCount BaLances 

Total Trantmfsafon·Revenue Requirement 

TOTAL REVENUE REOUIREMENT 

'1,351,051 

S1,O'Y,089 
114,844 
14.691 
31,S70 
8,342 

50,000 
46,'3t.1 
3.831 

$1,346,753 

S3,189 
50,1319 
82,605 
2,446 

'6,003 
(211) 

(1,922' 
(15,526) 

$144,403 

4,i060 

$2,846,667 .. ~ ..•....••...•• -.-~ ... -...•.•..•. -...... -...... -.....••.•.....•..•••..•.•....•.••...••.. -... . 
11 Balancing eecount baLancea a,.e currel'lt thrOUOh January 31, '989. 
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TABLE 7 
PACIFIC GAS AND ELECTRIC COMPANY 

ANNUAL COST ALLOCATION PROCEEDING 
ADOPI'ED BASE REV:ENTJE FIXED COSTS 

FORECAST PERIOD: J~Y 1, 1989 '1'0 DECEMBER 31, 1989 
(in Thousand.s of Dollars) 

~----~---~~-~-~-~~-~~~~---~~-~~--------~~-~----~--~---~-~~-----~ 
BASE FIXED COSTS: 

Common Distribution 
Transmission 
storage 
CUstomer Related 
Prod.uction Related 
5·0% Administrative and General 
Franchise Fees and Uneolleetibles 

TOTAL BASE FIXED COSTS· 

Less: Other Operating Expenses 

SUBTOTAL BASE REVENUE FIXED COSTS 

Less: EOR and Interutility Credits 

TOTAL BASE REV:ENTJE FIXED COSTS 

$259,991 
179,7S7 
45,031 

460,638 
7,399 

74,.273 
9,738 

.... _,.--------
$1,036,827 

(5,045) ----_ ..... _----
$1,03l,782. 

(14,693) .. ... --~ .. ---~--
--~--~-~~~-~--~-~---------~-~--~-~~---~-~ .. ------~----.. ----------
All information pertaining to Base Revenue Fixed Costs is based 
on adopted allocations from the workpapers for PC&E Attrition 
Resolution, G-283S' dated.: December 19,. 1988. 

TABLE 8 
PACIFIC GAS AND ELECTRIC COMPAN'l 

ANNUAL COST ALLOCATION PROCEEDING 
ADOPTED TRANSITION COSTS 

FORECAST PERIOD, J~,,;{ 1, 1989 - DECEMBER 31, 1989 
(in Thousands of Dollars) 

~--~----~---~-------~~------------~---------~---~-~--~~-~-------El Paso Liquids Settlement 

Storage-Relate~ Transition Costs 

Opinion No. 270-Related. Costs 

Canadian Take-or-Pay 

TOTA!.. TRANSITION COSTS 

4,169 

o 

S4 .-._---...... _--
$31,570 

---~-~--~-~~~~-~--~-~------~-------~-~~--~~-~--------~--~,..------(END OF APPENDIX B) 
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APPENorx C 

TABU: 1 
PACIFIC CAS ANO ELI!CTlllC COMPANY 19159 Ar:AP 

REVeNUE R!OUlRl!M£NT CMANCC 
(In 'Thouunda. of OoLlars) 

PROCUREMENT REVENUE REQUIREMENT 

Total Procurement R4V~ Roquir~t 
I. ... Procurement Rl'IoIet'IUe Reql.li rement ; Presl'f'lt ~t" 

COre 
Cor~I!Lect~ COr .. £Leet IJhLH 

NOf'ICore 11 

TRAN$H!SStON' RevENUE RECUIREMENT 

TotllL Transmls.IO/'! ReverK.Ie R~ir~nt 
I.es. Trlnsmi •• ion, Revenue R~lrement ; Present Rates 

Chango in Transmission Rev.nu.t Requfrtment 

COre, 

Noncor. 

TOTAL REVENUE REQUIREMENT 

TOTAL CHANCE IN RevtNUe REQUIREMENT 

S1,3S1,051 
1,2",661 

74,2S4 . 

65,136 
o 

139,ZOO 

12,027 

13,026 
(998) 

12,021 

2,846,667' 

11 Adopted noncore J)l'ocuremenc revenY. rt<IUf remenc f. a •• UIIed to be the SMIe IS revenue 
at present I'ates • 
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APPENDIX C Table 
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APPENDIX C·4 
ADOPTEn CORl RATES AHD RMNUES 

ADJUSTE/) 
CUST/SAl.eS PRESENT PRESENT ADOPTED ADOPT£!) ADOPTet) RAT! 

C!.ASS OF seRVIa 'ORI!CAST RATES REVENUES RATES REVENUES CIWICI! 
(MTH/CI./$'I') (I/TH<&/I'IO) eMS) (S!TH &IHO)< ()IS) (X) ........ --....•..... _-....... ---_ ...... _----_ .......... -_ ..... -_ ........................................... 

(a) (b) (c) (d) (4r) (1) 

:lteSIOENTIAL 
2! 2/ 

:T1er I (8a .. li~) , ,485,9S4 0.4"22 6" .055 : 0.441S' 656,,04 7.4'f. 
:Tier It 638,536 0.81116 518,198 : 0.~04 537,923 3.8% 
:CS,GT Adj. (6,860): (6,860) 0.O'f. 

:TOTAI. RESIDENTIAl. 2,124,792 0.52524 ',122,393 : 0.55891 1,181',$67 5.!'f. 

: 
:SMAI.L. COMMERCIAl. 

SCHtDUL.E C"Nlt1 11 

Cuat Cnarg(S/HO) 2,359,668 12. '2 28,599 : ".88 28,030 ·2.0'1. 
Sl.IMIer Rate J34,~0 0.43233 144,747 : 0.457.52 ,:S:S .. 121 5.S~ 

Winter Rate 363,450 0.5S364 212,,119 : 0.61739 224,392 5.~ 

1 

:To"1.. ,-NR' 698,270 0.55203 :sa5,465 : 0.5~78 405,543 5.2'f. 

.' 
:~CE COMMERCIAL. 

SCHEDUL.E G-NR2 

Cuat Ch.~(S/MO) 2884 138.52 399 : 135.85 38IS "2.9'f. 
Sl.IMIer Rate 72,13Q 0.37350 26,94" : 0.38482 27,757 3.0'f. 
Winte .. bte . 78,.780 0.50423 39,,723 :< 0.s,9S1 40,921 3.O'f. 

. 
:Total C·NR2 150,910 0.44439 67,063' : 0.4577 69,072 3.O'f. 
: 0.5589" 

:COMMERCIAL (TRANSPORT ONLY) 
SCHEDULE C-NRl 

Cust ChargeS/Me) ':58.52 o : 135.a5 0 ., .9'f. 
. $\AIIIIe.. Rate 0 0.19098 o ~ 0.'7165 0 -7.0% 
.' Winter Rate a 0.32171' o : 0.31234 0 -2.9'f. 

:Tota~ Commercfa~ 849,180 0.5329 452,525: 0.55S91 1.74,615 4.9% 

:TOTAL CORE 2,9'13,972 0.'%9S7 1,574,921: 0.55891' 1,G62,.196 .... ----_ .... - ... -._-_._ .. - ... _--_ ... _-_._-------_ .. _._ ... -
11 CPlJC lurcl'large 01 S.00076/tl'l .. rm re1'~eeted in, ... t .. , except for PG&E .rid Sa;·UEG< vo~""'". 
2/ n and TII saLes r .. aLigned reducing bale~i,.,. quantities & rates (AL 1539~) • 

4 



APPEHDfX C-5 
ADOPTED HONCOR! TRANSPORT RATE ANO RfVENUES 

.----.R-.=:-AD-;~;;·::;;;~;;~' .. :-.. ·-·-p .. ;=-e:S .. ;-:-;--.. --... -------, .. ·---.. • .. •• .. AD··· .. ;rn-0-·--.. -.... ·----
: :'ORECAST : BfLLINa : RATES REV!HUES ADOPTED: REVtNUES ADOPTED RATE: 
: NONCORI! :DELIVERl!S:DETERMIHANT$: RATE :TOTAL NOH-c.u : C!4ANC£ 
:CUST~ER CLASS : (MTH)' : (MTH/CUST) :SITH OR SIMO: (MS) S/TH OSt" SIMO : (MS). <X) :---=--:--_ .. :--- -:-.. _ ..... : ... _--_ .... : ----:----:---,..----
:PIUORITY P28 

Cuatome~ Charge : 
: Deflllnd . Ch.~ge 01: 

DOft\/Ind· Ch'fOe 02: 
$UTme~ 

Winte~ 

Volumet~ic Charg: 
:TOT/AVE P2a 

:INDUSTRIAL a-INO 11 
Custome~ Charge : 
Demond Cha~ge 01: 
Oemand Ch.rge 02: 

SUTme~ 

wince~ 

(.) 

76,390 
76,390 : 

VO~\,II'ICI1:I"fc: Ch.rg:.1,276,.120 
:tNOUST Net O'f aC·2 : 1,276,120 : 
:aC·2 rndullt~i a L : 26~ ,770 : 

:-... _--.. 
~OTAL INDUSTRIAL 

:UTILITY ELEC CEH 

:1,s,s7,890 

2/ 
Cuatomer- Charge : 
Oemlnd ChafOe 
Volumetric Charg: 

Tfe~ f 
Tier U 

:TOT/AVE UEC 

256,612 : 
:1,130,478 : 
: 1,387,090 

:coaENEAATION 
Cogen·NeCo1'CC·2: 329,000 
CC·2 Cogen. 130,260 

:TOT/AVE COCEN 459,260 

:NONCORE SUBTOTAL 
NeC. 01' c'-2 :3,068,600 
InclUdfng C"2 :3,460,630 

:WHOL!SALf 
OemandCharges: 

Voll.IIIet~ic Cha!'g: 104,260 
:TOf/AVE WHO~!SA~! 104,260 

:TOT NON COR! 

• Net of CC·Z :3,172,060: 
Inc:~udfng CC·2 :3,564,890 : 

Cb) 

74 : 
Tl,fS53 : 

105·,.758 : 
46,638 : 

8Zl: 
1,287,932 : 

1,510,157 : 
884,689 : 

1 ; 

(e). 

0.01513 : 
0.03436 : 
0.04353: 
0.1Tl40 : 

555.u 31 
0.05963 : 

0.00671 : 
0.02238 : 
0.04325· : 
0.13118 : 

Cd) 

140 : 
6,884 : 

1,600.: 
1,602 : 
3,3~. : 

13,.551 

5,516 : 
76,.799 : 

10, .. 133 : 
19 .. 799 : 
55,.155 41 

167,403 : 
13,530 : 

..... _-:' ......... _-: 

74,727 : 
31 : 

0.Q.4469 : 
0.01439 : 
0.14038 :. 

0.11380 

0.13725 
0.12757 : 

31 : 
0.01040 : 
0.09606 : 

0.13590 : 
0.12665 ~ 

897 : 
166,082 : 

'1,468 : 
16,26!. : 

194,714 :. 
: 

45,494 : 
6,.770 : 

52,264 : 

1.21',.162 : 
4101.462 : 

8,.931 
1,084 : 

10,015 

431,1Tl : 
451,477 : 

(e) 

207.98 : 
0.~03 : 

0.01033, : 
0.01m: 
0.04346- : 
0 .. 15769.: 

519.71 
0.08597 : 

0.00718 : 
0.01321 : 
0.04076 : 
0 .. 14926 : 

..... ---~ : 
0.13298 : 

99,615 : 

0.0448C : 
0.01388 : 
0 .. 12613 : 

0.12613: '0 

0 .. 10565 

0.13654 : 
0.127'15 • 

0.01207 : 
0.10019 : 

0.13534 : 
0.12637 : 

(1) 

1,092 : 
829 : 

3,320 : 
12,046· : 

5,157 : 
110,719 : 

10,~ : 
11,738 : 
52,017 : 

190,473 : 
14,036 : 

......... : 
204,508 : 

1,195· : 
146,519 : 

11,496 : 
15,687 : 

174,957 : 

41,498 : 
7,024 : 

48,522 : 

41a,97Z : 
440,033 . 

9,,188 : 
1,258 : 

10,446 : 

1.29,419 : 
450,419 : 

(g) 

·31 .. 7% 
"48.3X 
·0.Zt 

-" .1X 

7.OX 
-40.7% 
°5.ax 
13.!X 
3.1'X 

·O..4X 
·0.2% 

................................................................................................. M .................... . 

11 E5tf.lII8t«l· bill f ng <letermf nantlS i nc~ude UEC-SC!, IICeam heat, i ncerdepal"'tmeonta L vo~""'". 
2/ Revenue not b.lleel on "xillcing tarf1'1' tforfng .. 
31 CUI Comer' c~arges 1'01" these schedules are tiered~ demand charges ~or wholesaLe & UEC vary monChLy. 
1.1 Revenues re1'Loct exc~u.ion 01' 49.4 MMTH 1'rom.CPUC lurcherge 01 S .00076Itherm. 

(END OF APPENDIX C) 
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APptNOIX 0 

TABLE 1 
PACI~tC CA$ ANO ELECTRIC COMPANY 
ANNUAL COST 'ALLOCATION: PROCEEDING· 

COMPARISON SUMMARY 

FORECAST PERXOO: JAHUARY " 1989 TO' DEC£MBER 31" 19a9 

..... _-....••.•••••••••••••••••.........•............... ~~ .. ----..................... -----.---.......... -..•....... 
ORA ..... ~.--------.-.................... -.-.... ---...................... -_ ........................................... . 

CORE W.,fghted Avel'age Coat of Goa CWACOG),(S/Dth) 1.944 1.684 11 '.87'1' /2 1.920 /3 

NONCORE Wefghted Avel'ege Coat of ~a· (WACOG) (SlOth) 2.200 1.880 11 1.969 /2 2..200 /3 

Caa PI'fces by SuppLy Soul'ce: 

Calffornfa 1.S50 1.554 /1 1.700/4 1.S50 (J 
Rocky MOI.I'\ta1 n 1.670 1.350 11 1.610 14 1.610 /3 
PCT- Canedfan· 1.940 1.611 11 1.547 /4 1.347/3 
El PallO 2.&44 /1 2.&44 14 2.&44 I), 
5O\Ithweat 2.100· 2.014 11 2.030 14 2..200 /3 

Ad]ulted Induatl'f.l Thl'oughP'!t (MOth) 163,209'/'5 140,.100 16 159,377 /7 140,785 /7 

Revenue Requf I'ement (SOOO) 2,846,667 2,736,853 18 2,656,656 18 

........................................................•.... ---.................................................... 

11 Exhibit 56,. Tebl~ 2. 

12 Exhibit 51, Teblo 4-1. 

13 Exhibit 20,pege MAS·4. 

14 DRA Opet'ling Or10f, peg .. 26 end 27 .. 

16 Exhibit 57, pege 8. 

/7 Exhibit SO, Table 3-1. 

18 ExhibIt 52, TabLe 6-1. 

(END OF APPENDIX C) 
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state of california 

MEMORANDUM 

Date : May 24, 1989 

To : The Commission 

From 
(Meeti~~ .. of May 2:, ~89) 

: PreSid~nt w~ 

File No.: 

Public l1t:llities COIIIlission ' 
San' Francisco. 

H-3a 

Subject : Alternate Pages to H-3 (PG&E ACAP) 

I support the A'LJ's proposed decision in this case with two 
exceptions: 

1. Non-core HACOll. The AtJ proposes $·1 .. 90, which I believe is 
unrealistically low to- expect for theACAP ~riod. Prices in the 
recent few months have been. significantly h~gher than $1.90~ even 
durinCJ relatively low-cost shoulder months,.. I propose to 
sUbst1tute PG&E's forecast of $2.20, which is close. to current 
prices .. 

2.. Exit cpstfi. We are all now aDout as well acquainted with 
exit costs as we are with our immediate families. I support ALJ 
Malcolm's adoption of exit costs in the oil prices used in the 
discount adjustment model, both because I :believe PG&E tailed 
convincingly to argue aqainst them and because exit costs appear 
to be included in the ~ prieesused in the forecast .. 

I do' propose to- substitute a somewhat fuller discussion of exit 
costs than is contained· .in the proposed decision, inclucUng a 
call tor testimony in the nextACAP:. Judge Malcolm·,aqrees with. 
the new language.. .. 

To keep the flood ot.paper to.a minimum, I have attached to· this 
alternate the revenue, and rate tables .,resultingtrom my proposed 
change to· the non-core WACOG. . . . 
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We agree with the parties who argue that PG&E has not 
demonstrated why it can transport less than the maximum capacity 
over the PGT line during the test period. PG&E's witness testified 
that average deliveries on the PCT line were 1,009' MMcf/day during 
January through November 1988. PC&! forecasts no transport of 
Canadian gas over the PGT pipeline in 1989, and Canadian qas is 
less expensive than Southwest gas,.. We also note that PG&E has 

stipulated to forecasts of full capacity over the PGT pipeline in 
the PGT rate case.. Accordingly, we will adopt an estimate of 1,009 

MMct/day ot Canadian gas over the PGT' pipeline tor the test period. 
3. H2nc;ore HACOG 

As we determined in 0 .. 87-12-039, the noncore portfolio 
contains only short-term supplies with prices that are tirm tor up 
to 30 days.. PG&E estimated a noncore WACOG ot $2,_20 per MMBtu tor 
1989, mainly on the ~asis of estimates of SOuthwest gas spot 
prices. 

ORA torecasts a noncore WACOG of $1.97 ~ased upon a 12-
month historical average ot spot prices at the California border 
provided in the reports of Natural Gas Week. DRA states PG&E's 
estimate relies too heavily on recent winter prices, which tend to 
be higher than average annual prices. As discussed above, DRA 
states the effects of the El Paso rate ease on Southwest supplies 
cannot be inferred trom PC&E's data.. 'l'O'RN supports ORA's position .. 

CIG estimated the noncore WACOG t~be $1.82 for reasons 
presented in the previous section on the effects of oil price 
changes on gas prices. 

We will adopt a noncore WACOG of $2.20, c:onsistent with 
recent trends in the spot market. 

4.. Transition COl;ts 

In 0 .. 87-12-039, we determined that transition costs are 
those which: 

o Took effect before December 3'; 1986; . 

- 40-, 

J 
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alternative 'fuels. A numl:ler of pArties criticized the model for' 
'th1s omission. ' . 

DRA, CIG, and TURN ugue that customers. will su:ely 
consioer these ·exit costs· in their fuel switchinq decisions. 
Customers do not have infinitely long time horizons, as PG&E 
assumes.. Instead,. the mod.el should assume a. shorter tem planning' 
horizon. CIG points to PG&E"s test1mony to argue that demand 
chuges have the effect of increasing a customer'S alte:nate fuel 
price. 

Similarly, CPG and Salmon/Hock criticize the omission of 
demand charges as one variable which would' influence switching 
decisions. OGS goes· further to suggest that each of the major gas 
utilities ~e required. to submit a methodology for incorporating 
demand charges in future forecasts .• 

CIG proposes, based on a review of PG&E's. contracts, that 
exit cos~s averaged' $.03 per therm in 1989. For default 
aq:eements, estimated exit costs would :be About $ .. Os. per therm • 
CIG proposes that these amounts be'a.d.ded to the cost of alternate 
fuels .in the OA model. CIG also supports toRN's methodology a.s a 
sound alternative. ~ would apply hAlf of the D-l charge plus 
all of the fully ratcheted 0-2, at 100% load factor. 

In response, PG&E states that the DA model does. not 
calculate load loss,; it calculates discounts neeess-axy to retain 
load.. In aclaition, PG&E argues that includ1ng exit charges. as an 
assumption in the DAmodel is inconsistent with the way rates are 
negotiated with customers because transport rates are based on 
estimates 0·£ alternate fuel prices plus a premium .. 

Accordin9 to PG&E,. incorporatinq demand charqe effects in 
a one-year test period is a difficult task. PG&E~s assumption that 
cus,tomers look at gas use as an. annual decision is most reasonable. 
PG&E states that it would like to study the CIG and TORN proposals. 

~---7 ~Q.aR8 QA.II9Q8 PI'Q8QJ:lt I'ClAl oQOIli'C. 'CCI Q'1I1;0IlQ51. 

AGQQ.8ift!~, ,~ '8 ~eaeefta~le ~o assam! tftOe-e~8'e.er8 we~la 

...... ~ ·.~-'~I -:,~."", _ ...... _ .~'.~ 
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P~dent decision-makers r when faced with. a prospective 
fuel choice decision, should consider only prospective costs, not 
costs already incurred. Since already-incurrecLcosts. must be paid 
no matter what the fuel choice deCision, they favor neither one 
choice nor the other, and so should be ignored in comparing 
prospective fuel costs. Since exit costs are by definition already 
incurred, we Delieve that in a world. of perfect information and 
ideal decision-making oil prices should not be adjusted. to' include 
gas system exit costs in forecasting non-core throughput and 
revenues. 

Our gas'-' industry-structu·r-e-i&-st-i1.l-iir4ti vel:Y'neW ;._-AS-
with several difficult questions in this ACAP, experience will 
eventually settle for us the proper treatment of exit costs. We 

will simply observe the behavior of customers. operat.1.ng under our 
new gas structure. For the present proceeding, however, we must 
choose :between our belief that rational customers- wilf"view exit 
costs as sunk and the claim by TURN, ClG, and DRA (among others) 
that in the real world customers ~ consider exit costs .1.n making 
fuel purchase decisions • 

The balance of the record before us convinces us that 
the conservative approach is· for us to include exit costs in our 
forecast for the present and invite testimony on this issue for the . " ............. ,,_ .... " .... , .......... -, .. ," ..... _.- .... - ... , ..... .. -... ,- .. .. 

--------next~CAY~ 

'.' ;' 

- 1 -
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ifte-loMe a'U1aAAa ,,~a;s:.c;"& "I' C::illc;y,latiR9 'eMir m08t QC:~om:i.c fuol 
8pt1oRil 

We will adopt CIG's recommendation to add. $.03 per the:rm 
to the ~ost of alternate fuels for ~olumes associated with 
negotiated contracts and $.05 pe;r therm to the cost of alternate 
fuels for volumes associated with default agreements. Weighting 
these amounts a~cord1ng to usage, the adjustment to the model is 
$0.044. While this method provides only a, rough proxy of exit 
costs, it is a conservat1ve estimate wh1eh assumes customers make 
choices on an annual basis. iC" •• 'lIp." a.,,1 'R''Ii'i'rr'ely eetlftd .. 
PG~-e~a, iR A'S A&Kt ~, p:opoee a MQ5G pSQ"'.e Me~hee fer 
ost5mat'itI'j thQ effects of exit coati iinall?(, we Aote :lll.t :If 
PC;,~ 11 R~ot1atiR9=C'OIAtxact' Hi.t~OW.t talciR9 iAt" aQGoYR-t tAe 
eiiee~e ei aeM&Ra .Aa.~el, a8 ~~ 10".8 ~Q .ta~Q, 1& aa¥ ~Q 181'a~ 
~"'¥QA\lQ 'lRAQC:;QQ,nriJ y 

e. Gas Prfm'i:pa 
~he DA model includes a premium for gas to reflect its 

value to eustome:s relative to th~ value of alternate fuels. 
PG&E requests that ,the $.02 per therm premium on 9'as, 

adopted in D.8-7-12-039, be reduced to- $~017 per them. PG&E states 
that it has made this assumption because of changed customer 
perceptions with regard to' service reliability~ CAused by 

curtailments last winter on the Southern California Gas Company 
(SoCal) gas system. 

ORA, OGS, CIG,. and TORN recommended aqainst this change~ 
DGS points out that the PG&E witness testified that lowering the 
premium creates a perception of shortage among customers, even 
though PG&E does not anticipate curtailments. ~hus~ the reduced 
premium is a self-fulfilling propheey. 

PG&E also, proposes eliminating th~premium assumed for 
GC-2 customers whose contracts expire in 1989. 'rhis change is 
reasonable, according to- PG&E, :because it expects. some resistance 

- 26-
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APPENDIX C 
TABLE: 1 

PACHIC CAS AND !L!CTIUe CQMPAHY 1989 Af:NJ 

It!\'£NU! R!CU%/tDItNT CHANCE 
(In ThOUlAnda M DoLL.rs) 

PROCUREMENT REVENUE REOUIREMENT 

Tot.L Proeuremtnt Rw.,.,."" Requirtmef'lt 

Les. PrOC1.ll"etnent R .... enue Rlql,li remtnt ~'Present R.1:" 

Qlange in Procur...,,1:· R .... e!'M.Ie Rlql,li rement 

Core 
Core-ELec1:, Cor ... !Lect \JIlL .. 
Nencor. U 

TRANSMISSION REVENUE REQUIREMENT 

TotaL Tr.nsmls.lon RwtnUe Requirement 
~ela Trlnsmil.ion Revenue Requirement; Present R.tes 

Change in T ronlllliia fon R .... enw ReQU1 rllllle1'lt 

TOTAL REV!NU! REOUIREMENT 

TOTAL CHANe! IN-REVENUE RECUIREMENT 

S1 ,351 ,OS1 

1,2" ,66' 

139,390 

74,254 
65,136 

o 

1,495,616 
1,483,s,,9 

12,0%7 

13,026· 
<998, 

2,&46,667 

'51,411 

1/ Adopted nonc:ore procurement revenue requf rtment f. allC.lllld to M ~ ..... r~ 
.t pre.."t I"ltn., ". 
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APPENDIX C Table 

ADJOSTMENT PROCEEDING COST 
FORECAST PERIOD, JAN 1, 1989 

-
2 
ADOP'l'ED COS':' 

DEC 1989 
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A.38-09-032 /ALJ/~IM CACD/kma/400 ALT-COM-GMW 
APPENO IX C-4 

. ADOPTED COR! RATES AHD' R!VtNUES 

CLASS OF SERVICE 

ADJUSTEO 
CUST/SALES 

Jlo.tECAST 
(MTH/ClJST) 

PRESENT 
RAT£S 

(S/TH.llMO) 

PRESENT 
REVENUES 

eMS) 

ADOPTED 
RATES 

(SIT" &/MO) .-.-.. --.. -.. -~ .... -.. --.-.--..... -.. -.--.-... -.-~.-.. -.. --.. -.. -... -.-.. -.--~ ... --.----... -.-.-.--.--.. -.. 
:RESloe;NTIAL 

:Tfe~ I (B ... Line) 
:Tfe,. II 
:CS,CT Adj. 

:TOTAL RESIDENTIAL 

:SMALL COMMERCIAL 
SCHEDULE C-NR1 '1 

,.) 

c:uat Ch.rgeS/HO) 2~~9,668 

S"""",,. R.to 334,820 
Winter Rate 363,.450 

:LARC£ COMMERCIAL 
SCHEDULE C:-NR2 

•. euat Ch.rg(S/MO) 
SUIIIIe" Rate 
Winter R.te 

:Total. C-NR2 
: 0.S5891' 

2&14 
7'2,.130 
78,.780 

150,910 

:COKH!RCtAL CTRANSPORT ONLY) 
SCHEOULE C-NR3 

euat Ch.rgCS/HO) 
SUIIIIII,. R.to 
Winte,. R.t. 

:TOTAL CORE 

o 
o 

2,973,912 

Cb) ee) 

21 
0.41122 '.611,055 : 
0.81'16 ~'a,,'9a: 

(6,860): 

0.52824 1,122,393: 

0.S5203 

1~..s2 

0.37'350 
O.S0423-

0.44439 

28,.599 : 
'44,747 : 
212,,"9 : 

399 : 
26,941 : 
39,.723 : 

67,063 : 

.' . 

(d) 

0.S5a91 

11.M 
0.45732 
0.61739 

135.85 
0.384Q 
0.S19S1 

0.45Tl ' 

138.52-
0.19095 
0..321.1'1' 

o : 135.85 
0: O.1i76~ 

0: 0..31234 

0.5329 4~2.525: 0.55a91 

0.5~7 1,574,921 : 0.55891 

(.) 

656,S04 
537,923 
(6,860) 

25,030 
153,121 
224,392 

405,543 

388 
rl,.757 
40,927 

69,012 

o 
o 
o 

474,615 

1,662,'96 

(1) 

5.3% 

·2.9% 
3.0% 
3.0% 

3.0% 

4.9% 

5.5% 

: 

: . . 

,..._--_ .... _--._.--... ...... _ .. --, .. _ ..... _ ..... _ ........ _ ...... _--..... __ ... _----.. ---..... _-_ .... __ . 
1/ CPUC lurc".rg. O'f S.00076/t".""" r"'~ect«l in r.t .. , excepe 10" ,"" end sca:-W;C voL\,IIIft_ 
21 Tt If'Id 1n •• L .. re.Llo'*' redlolc:fng- bII •• LfM quetltftf .. , r.t .. CAL 1539-C). 
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A.88·09·032 /AI.J/"1M CACD/ICmI/400 AL'l'-COM-GMW 
APP!HDrx C-4 

ADOPTED CORE RATES AND' REVENUES '. ' .. 
ADJUSTED 

C1.iST/SAI.ES PRESEHT PRESENT Al)QPTEO ADCPTtD ADOPTUJ RAT! 
CI.ASS OF SERVICE 'ORECAST RATES IlMNUI!S RATES !tMHUI!$. OIANGE 

(MTH/aJST) (S/TH' lIMO)· (MS) (SITH '/MO) (MS), (%) 
.-........... _ ............. _-...... _--........... _ ........ --.. --.... -----............. -----.-.--~ .... ------

'a) (b) (c) (eI)' (.) (f) 
:RESIDENTtAI. 
, 2/ 2/ : 
:Ti.r [ eaale~fne) 1 ,~5,956 0.41'22 , 61' ,055 : 0.4418'" 656,504 7.4X 
:Tier II 638,836 0.81116 518,. 198 : 0.84204 537,923 3.m: 
:(OS,I:T Adj. (6.860): (6,!60) O.OX .. 
:TOTAI. RESIDENTIAl. 2,,124,792' 0.52824' 1,122,393 ' : 0.55891 1,.187,567 5..8% 

:SMAI.I. COMMERCIAl. 
. SCHEDUI.E C-NR1" 1/ 

Cuat Charg(S/MO) 2,359,668 12.12 23,599 : 1'.88 23,030 -2.OX 
St.mller R.te 334,820 0.103233 11.4,747 : 0.45'732 153,.121 5.!%. 
Winter Rate 363,450 0.58364 212,119 : 0.61739 224,.392 5.!X 

:TotaL C"HR1 698,270 0.55203 385,465 :, 0.,58078 405,.5"'l 5.2X 

• : I.AAI:E COMMERCIAl. 
SCHEOUI.E C-NR2 

" _.oJ ... 

CUlt. ChargeS/MO) 2884 13&.52 399 : 135.85 3M "2.~ 
St.mller Rate 12,130 0.:5'7350 26,941 : O.38loa2' 27/l'S7 l.OX 
Winter R.t. 78,.780 0.501.%$ 39,723 : 0.51951 ,40,927' 3.OX 

:TotaL C"HR2 150,910 0.""'-39 67,063 :, 0 .... 577 69,012 l.OX 
: 0.55891 . , . 
:COHMERCrAI. (TRANSPORT ON loT , : 

SCHEDUI.E I:-NR3 

Cuat'Charg(S/MO) 138.52' o : 135."5 0 -1.~ 
Sl.IIIIIer R.te 0 0.19098 o : 0.171'65, 0 -7. OX 
Winter Rate 0 0.:5217'- o : 0.:51234- 0 ·2.~ : 

: 
: 

:Tot.L CommerciaL 849,180 0.5329 452,528 : 0.5589' 474,615 4.9X :' 

:TOTAL COR!! Z,973.972 0.52957 1,574,921 : 0.55891 1,~ ... '9~ 5.5% .. __ .. -.. _--_ .. --_._-_._-- ................. - • .. _-
1/ CPUC Iwrcharge ~ S.00076/thenn. r~Locted· {n· r.e .... e~ept for PC&E .nd SCZ-uEG YOlUMel. 
2/' TI and TII uL .. r.al1gMdredl.lc:ing bIIleLh,. quane1ti .. & rae .. (AI. 1539.G) • 

• 
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At'l'-COM-GMW 

APP!NOIX C:-5 
ADOPTeD NON CORE T~NS~T RAT! AND RtvtNUES 

: ADJUSTeD :HISTORlCA~ : 
.... _-----_ ........... _ .. _ ... _-_ ... _ ... _---------.. __ ..... --, .. _-----

.~. PRESENT 
:fORECAST ; BI~~INC RATES 

ADOPTED 
ADOPTI!O : R!V!HUU 

; NONCORE :OELlV!ltlES:OE1ERHINANTS: RATE :TOTAI. NOH-W : 
: CUST()!ER C:1,ASS : (M1H) : (HTH/CUST) :S/TH OR. SIMO: (MS) SITH CIt SIMO ;' (MS) :-=---- I' ••• -: __ •• : ••••• bi _ •• :_. __ : _. ___ ~ ... _._eH B •••• : _____ a-:_ .. ____ _ 

:PJUORITY P2a 
C:uatOf\'ll!I" Chal"ge : 
O_nd en ... ge 01: 
OeIIII'ICI Chal"ge 02: 

SI.II'I'/Iel" 
\lintel" 

Voll.IMtl"; c ChaI"O:. 
:TOT/AVE P2a 

:INOUSTR!A~ a-rNO 11 
Customel" Charge : 
OemaMd Charge 01: 

O.maMd CI'Ieroe 02: 
SloIIITMIr 
Winter. 

16,.390 • 
76,.390 

VoLumetric ChorO:1,216,120 
: I NOtJST Net 0'1 eC:·2 :1,216,.120 
:CC·2· I~~triaL : 261,170 

~TA~ INOUSTRIA~ 

~I~IiY ELEC'CEH 

: ... __ .... 
:1,537,1590 

2./ 
: C:~tom.l" Charge : 

Demel"ld Charoe 
Vo~~tri~ Char;: 

T'e .. t 
T1'el" t1 

:TOT/AVE UEe 

:coeEHERATrON 
cog.,., Neto'fCe-2 
CC·2' Coo." 

:TOT/AV! c:oeEH 

:NCNCORE SUBTOTAL 

256,612 
:1,130,478 
: 1,3157,090 

329,000 
130,260 
459,260 

Net. 0'1' ee·2 :3,,06/5,600 
rn.:~c.ICt{1'I9 Ce-2 :3,460,630 

:WHO~!SAI.E 

Demel'ld Charges: 
VollolMtl"ic: Charg: 104,260 

:TOT/Ave WHOI.~SAI.E 104,260 

:TOT NCNCORE 

(b) 

14 : 
77.m ~ 

105,7515 : 
46,6315 : 

. .. 
W: 

1,287,932 : 

1,510 .. ,57 : 
884,689 : 

(c) 

'~6.17 3/ 
O.0U44 .: 

0.01S13 : 
0.03436 .. : 
0.04353 : 
0.17740 : 

555.U 3/ 
0.05963 : 

0.00671' : 
O.O~ : 
0.0432S- : 
O. '3'13 : 

0.',765 

14,727 : 
31 : 

0.04469 : 
0.01439 : 
0.'4033 : 

0.1'380 

0.137'2S 
0.'2757 : 

3/ : 
0.01040' i" 
0.09606 : 

Cd) 

140 : 
6.384 : 

1.600.: 
1.602': 
3,.325, : 

'3,S~' 

5,.516 : 
76,.799 : 

10.133 : 
19,799 : 
55,.155 41 

167,4C3 : 
13,530 : ......... :.. 

180,933 : 

397 : 
166,0& : 

11.46& : 
16,264 : 

194,.714 : 
: 

45,494 : 
6,170 : 

52,264 : 

421,162 : 
441,462 : 

: 

15,931 
1,0&4 : 

10,015 : 
: 

Ce,. 

207.915 : 
0.08503 : 

0.01033 : 
0.01778 : 
0.04346 : 
0.15169.: 

519.71 
0.08597 : 

0.00714 : 
0.01327 : 
0.04076 : 
0.14926 : 

........ -- : 
0.13298 : 

99,615 ;. 

0.044150 : 
0.013/58 .: 
0.12613 : 

: 

0 .. 126'3 : .. 

0.10565 • 

0 .. 13654 : 
0.12715 : 

0.01207 : 
0.10019 : 

Het 0'1' CC·2 :3,1'1'2,1560 : 0.13590: 431,117 : 0.13534 : 
.. IncLuding ,;c:·2 :3,564,890 : : 0 .. 12665 : 45-1,417 : 0.12637 : 

(1) 

186 : 
6,6115 : 

1,09Z· : 
/529. : 

3,320 : 
12~046 : 

5,.157 : 
110,119 : 

10,./542 : 
11,138 : 

52,017 :. 
190,473 : 
'4.036 : 

............ : 
204,508 : 

11,496 : 
15,1)6". : 

174,957 : 

41,4915 ; 
7,024 : 

415,522 : 

: 
9.1M: 
1,2515 : 

10.446 : 

. 429,419 : 
450,!-79 : 

(Q) 

32.7% 
-3.9% 

-31.7% 
-415.3% 
-0.2% 

-11.1% 

1.OX 
-'C.'" 

'3.OX 

ttr·~=;:;::7'"ng-:~:_;::·~:~-:·~~:;:·:;::·~.::-:t::;;:;:L WLUMS. 
-------

2/ R~ not based on existing, tarf'ff tfering. 
31 C:ustome~ charges· for th ... sehedutes .r~ tiered:' o.m.l'Id c:ha!"9" for whoL.,aLe , U~C vary monthLy. 
4/ Revenw~s r~Lect excLusion of 49.4 ""TH from·CPUC surcharge of S .00076/th~. 

: 

: 

: 

: 

: 

: 

: 
:. 

. : 
: 
: 

: . 
-
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OrINION 

In this order, we Address Pacific Gas and El ctric . 
Company's (PG&E) Annual cost Allocation proceedin;;£CAP) 
Application. PG&E filed,. on september 15, 1988:, t s application 
requesting Authority to· 1ncrease its gas rates $298.0 million. 
Of ~s ~ount, $141.2 million represents balancing' account 

I 
undercollections that PG&E expected as of December 3l, 1985. ~he 

remaininq $·156·~8 million is due pr:Lmarily tel forecasted. cMnqes in 
I 

qas costs and throughput... PG&E's total r~est is $·362.0 million, 
following an update of balancing accoun~underCollections as of 
February 9, 19 89-. orhe application r~sts certain modifications· 
toene existinq Comm1saion proqram ~liShed by previous orde~. 

x. ~ I 

This decision ;rants P~E a revenue increase in the 
amount of $l54. 4' million for ~ test per.iod., January 1, 1989 
through December 3l, 1989. BeJ'ancinq Account undercolleetions 

I represent most of the requested increase~ Those undercollections 
total S205·~2 million. The J.maininq $50.8 million decrease results 
primarily from· forecasted ohanqes in throughput and qas costs. 

I 
This cb4nqe .in revenue !1:rement translates to a 5· .. 5% increase in . 
residential rates, and a ~.4%·increase in commercial rates. 
Average none ore transpo at.ion rates increase by .l%. Procurement 
rates for the noncore pbrtfOliO are not established in th1s 

I 
decision as these arrsted. and may change bilnonthly in. response 
to market concU. t.ions ~ . 

This dec.is on also· addresses methods for forecastinq 
throuqhput and nonc~e customer discounts required to keep large 
industrial users on/ PG&E's system.. . Much of the proceeding focused 
on PG&E' s methods ka.. models·.. In qeneral, we find that PG&E' $ 

I . 
models do not adequately. describe customer behavior in A number of 

I 
l - 2 -
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QPIR1<t..N / 
In this order, we Address PAc1f1c Gas~nd lectrie 

CompAny'S (PG&E) annual cost 4110cation proceedin (ACAP) 
Applic4tion. PG&E filed, on September lS, 1988 this application 
requesting authority to increase its gas rates/by $298.0 million. 
Of this 4mount, $l4l.2 million represents, b~nCinq account , 
undercollections that PG&E expected as of December 31, 1988. ~he 

remaining $156.8 million is due primarilW'to. forec4sted. chAnges in 
gas costs 4nd throughput. PG&E's tot4l~equest is $362.0 million, 
following an update o,f ba14ncing account unde:rcollectiotl.5 as of 
Februaxy 9, 198'9. The application rG"quests certain mod'ifications 

to tbe existinq Commission P:~gr~l!Sbed by previous orders. 

This deCision grant~G&E a revenue increase in tbe 
I 

amount of $ million for.tthe test period, J4nua:y 1, 1989 
through December 31, 1989. jB41ancing account undercollections 
represent most of'the requested increase. Those undercollections 
tot4l $205,.2 million. Th~ remaining $ ____ million decre4se results 

/. ' 

primarily from forecast~ ch4nges in throughput 4n<i gas costs. 
This change in revenue requirement translates to a ___ % increase in 
residentiAl r4tes, 4ndla ___ % increase in commercial rates. 
Average noncore tran,6ortation rates increase by __ %. Procurement 
rates for the nonco;e portfolio are not established in this 
decision as· these are posted and may change bimonthly in response 
to· market conditiofs. 

This d~eision also addresses methods for forecasting 
throughput and noncore customer discounts required to keep large 

/ 
in~ustrial users on PG&E's system. Much of the proceeding focused 

/ 
on PG&E's methods and models. In general, we find that PG&E~s 
models d.o not/adequatelY deseri:be customer :behavior in a number of 
ways.. For example, we modify PG&E's models so· thAt they account 

/ - 2 -
I 

I 
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In this order, we address,Pacific Gas and Electric 
Company's (PG&E) annual cost alloeation proceeding (ACAP) 
application.PG&E filed this application on Septe=er lS" 19Sa, 
requesting authority to· increase its c;as rates :by $221 .. 6 million. 
On Decem]:,er 12,. 1988, PG&E modified its request ;1°' $298 .. 0 million, 
mainly to reflect changes in oil prices. On February 9, 1989, PG&E 

"1' 

lnoditi~d its request to $290.3 mil.lion to upc1dte the balancing 
accounts tor recorded January 3l, 1989 :bal~ges. Of this amount, 

,;. 

$lll .. 2 million represents a net increase in :balancinc; account 
" undercollections that PG&E expected as of January 3l, 1989. The 

" ,remaining $·l79.l million is· due prilna~ny to forecasted changes in 
J~" 

gas costs and throug'hput. 'The application alsQ. roquests certain 
modi~icationsto· the existing Com:mi.:S~ion program establis1::.ee :Cy 

151 ' 

previous orders'. ,,~I 
I' 

I./S\1l!JlDary 
f l 

This decision grants PG&E a revenue increase in the .r 
amount of $l44 .. 0 million !o~ the test period,. January l, 1939 

through December 3l, 1989/ Balancing account undercollec-:ions and. 
l 

forecasted changes in throughput and gas costs represent most of 
the increase .. This chalge in revenue 'requirement translates to, a 

" '. 5.6'.. increase in residential rates, and a 4.7% increase in 
commercial rates. Wh1le some noncore transportation rate:; incre~se 

~ 

as much as 12.4% (GIND), average noncore transportation rates 
" decrease by 1.1%. Procurement rates for the noncore portfolio are 

" not established inl~his decision a$ these a=e posted and may change 
l' 

bimonthly in response to ~rket conditions. 
~ 

'~his decision also addresses methods for forecasting 
r 

throughput and n?ncore customer discounts required to, keep large 
industrial-usersl' on PGStE"s system. Much of the proceeding focused 

• I 

on PGStE"s methods and models. In general" we find that PG&E's 
models do not Jdequately'describe customer :behavior in a n~er of 

I 

J 
- 2 -' 
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ways. For example, we mOdify PG&E's models so that they account . ;' 

for the effects of demand charges on customer decisions wi~h 
;' 

respect to fuel switching. We also mod1fy the mOdel:2:to ake into 
account the effects' of core election on model outputs. 

We find that PG&E'3 discount adjustment mo. el is too 
complex and inaccessible to· the parties, and adop~ s.iJnpler and 
more understandable alternative. To facilita7~l£forts to .iJnprove 
ACAP modelinq, we plan to hold workshops withii the next 60 &ys. 

In addition, today's order add:cessft PG&E's proposed gas 
and oil price assumptions. We find that ~appropriate oil price 
forecast for the test year is $16· per b~l~ and that changes in 
oil prices ~o affect gas prices. The adOpted core weighted average 
cost of gas tWACOG) is $1.886· per million British the:z:m41 unit 
(MMBtu). The adopted noncore WACOG ~ $1.90 per MMBtu. 

Today's order incorporate.(the allocation effects of 
I 

PG&E's 1989 attr1.t1.on year inerea~e of $37.18· million for PG&E's 
gas operations adopted in Resolu on G-2838. In general,. the order 
retains. the cost allocat1.on and ate des1.qn principles established 
in oeci&ion (D.) 87-12-039. 

XI. Procedural Backcg;oqnd 

/ 
A. :rbe Pgrpote of the "!'¥ 

Today's decision implements PG&E's first ACAP.. We 
established this proc~q in D.87-12-039, which add:cessed cost 
allocation and rate des£qn pr1.nciples based' on broad policies set 
forth in earlier order~ 

The Comm1.ssion developed the ACAP as part of its gas 
regulation program whiCh seeks to· respond to changing market 

I . 
concii tiorus.. for the qa~ utilities. In recent years, changes. in 
feeleral policy and qeis markets have .equ1.red. that we reconsider our 

I 
regulation of the ga utilities,1n· orda. to·malce them competitive 
and to· promote effic ant market transactions • 

" I 
I' 
I 
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for the effects of demand charges on customer decision with 
respect to fuel switching. We also modify the mode to take into 

/ 
account the effects of core election on model outp1lts. 

We find that PG&E's discount adjustment model is too 
,! 

complex and inaccessible to the parties, and ~opt a simpler and . / more understandable alternative. To fac.litate efforts to improve 
/ -ACAP modeling, we plan to hold workshops prior to hearings and 

following the filing of PG&E's next ACAP;!application. 
In addition, today's order ac(dresses PG&E's proposed gas 

and oil price as.sumptions. We find' t~t an appropriate oil price 
forecast for the test year is S17 ~r ~arrel, and that changes in 
oil prices do affect gas prices. ~he adopted core weighted average 
cost of gas (WACOG) is S per million British the:z:mlll unit 
(MMBtu). The adopted noncore ~COG is $ ____ per MMBtu. 

Today's order inco~rates the allocation effects of 
PG&E's 1989 attrition year irlcrease of $37~18' million for PG&E's 

I gas operations adopted in Resolution G-283S. In general, the order 
I 

retains the cost allocatiof1 and rate design principles estoblished 
in DeCision (0.) 87-12-0J9. 

XI J Procedural Baclcg;t'OWld 

A. ~ I/lm!OIIl of J Il,W 
Today's de~ision implements PG&E's first ACAP.. We 

established this p,!oceeding in 0.87-12-039, which addressed cost 
allocation and ratle des.ign prinCiples based on l:>road policies set 
forth in earlier;brders. 

The c~ssion developed the ACAP as part of its gas 
regulation proqram which seeks to respond to changing market 
conditions fOr! the gas utilities. In recent years, cMnges in 
federal policy and gas markets have required that we reconsider our 
regulation of the gas utilities in order to· make them cQmpetitive 
and to promdte efficient market tra~ctions. 

/ 

I 

/ 
/ 
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As part of this proqram, the A~ allows the 
begin the process of moving rates toward cost by costs 

/ to cost-causers. The re9U1ato~ structure underly1nq~he ACAP 
places 1ncreased risk on the gas utilities and prov~es them new 
opportunities in noncore markets. ~ 

More specifically, the purpose of the/ACAP is to: 
o Allocate fixed and variable costs/between 

customer classes ~ 

o Forecast gas costs and throughput for the 
test period ~ 

o Amortize balancing account undercollections 
and overcollections ;I 

o Revise rates to reflec~ChanqeS in 
throughput and expenses 

B. Summary o£ the Pr9coosling / 
PG&E filed its ACAP' ~plication on September lS, 1988. 

It initially requested that t~ Commission increase its revenue 
requirement by $2-2l.6 millio£. On Oeceml:>er 12, PG&E modified its 

I 
request mainly to reflect changes in oil pricos. PG&E's 
December l2 filing increa/es its original request to $298.0 
million. Of this amoun;;'_~141.2 million represents expected 
balancing o.ccount unde:ccollections. 

PG&E'S requelst is based on a throughput forecast and an 
estimate of gas costl for the test period, January 1, 1989 to 
December 31, 1989. fIts proposed cost allocation between customer 
classes is, according to PG&E, consistent with Commission 

I 
directives in 0.87-12-039 and with Senate Bill (SB-) 98-', which 
required continuJtion of the existing cost allocation through 
January l, 1991/ PG&E'~ proposed rate design, as, mod.ified, WOuld. 
1ncrease residential rates by 12.5% on average,. and increase 

/ noncore transport rates by an average 22.6%_ 
ThJ following parties filed testimony in this proceeding: 

the Divisio of R4tepayer Advocates (ORA), Toward' Utility R4te 

- 4. -
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ways. For example, we modify PG&E's ~odels so· that thet account 
tor the effects ot demand charges on CU$to~er decisions with 
respect to fuel switching. We also-modity the models to ta~e int~ 
account the effects of core election on mod.el outputs. 

We find. that PG&E's discount aclj.ustment model is too 
complex and inaccessible to the parties~ and adopt a simpler and 
more understandable alternative. ~o tacili~~ etforts to improve 
ACAP modeling, we plan to hold workshops ~or to hearings and 
following the tiling of PG&E's next ACA:e/application .. 

/ 

In addition, today-'s order addresses PG&E's proposed gas 

and. oil price assumptions.. We fin~at an appropriate oil priee 
foreeas·t for the test tear is $l}l:er barrel,. and. that ehanges in 
oil prices do affect gas price~ ~he adopted core weighted average 
cost of g~s (WACOG) is $l.94~ermillion British the~l unit ~ 
(~1St~). T~c adopted nonco~ WACOG is $1.90 per MMBtu. ~ 

Today's order in/orporates the allocation e:!:fects 0:: 
PG&E's 1989 attrition ye~ increase of $37.18 million tor PG&E's 
gas operations. aclopted!n Resolution G-Z838.. In general, the order 
retains the cost allocation and rate design principles est~lished 
in Decision (D.) 87-12-039 .. 

A~ Xb.¢ Purpose of tb,~ ACN? 
TOda/'S decision i:mplements PG&E~'s first ACAP.. We 

established this proceeding in D ... 87-12-039-, which addressed cos't 
allocation a~d rate design principles based on broad policies set 
forth in eaflier orders. 

lb.e Commission deV'elop~d the 'ACA'!J' as part of its. 9'as 
regulation program which seeks to respond to changing market 
conditiods for the gas utilities. In recent years, changes in 
federal/poliCY and gas markets have required that we reconsider our 
regulation c·! the gas utilities in ~rcler to- make- them competi'tive 
and to/promote efficient market transactions. / . 

I 
/ 
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As pa>=1O of this program, the ACAIi allows the ut1lJ.L to 

beq1n the process of movinq rates toward cost by allocat~ costs 
to cost-causers.. 'l'he regulatory structure underlyinq e A~ 
places increased risk on the qas utilit1es,and prov as them new 
opportunit1es in no~core markets. 

More .specifically, the purpose of the CAP is to: 
o Allocate fixed and variable cost between 

customer classes. 

o Forecast gas· costs And ~ou put for the 
test period 

o Amortize ~alancinq aecoun undereolleetions 
and overcollections 

o Revise rates to reflee changes in 
'th:rouqhput ,~c1 expe/n.& 8 

B. S'9-VY of the Pr2Steed1nq 

PG&E £il84 its ~11cation on September 15, 1988. 
It initially requeste4 that e Commission increase its revenue 
requirement by $221.6 millio. On December 12, PG&E modified its 
request mainly to· reflect qes in oil prices.. PG&E ' s 
December 12 filing· increa as its original request to· $298.0 
million. Of ~s· amount $141.2 million represents expected 
balancinq account under ollection8. 

PG&E ' s rEtqUa t is bAsed on a th:coughput forecast and an 
estimate of gas costs for the test period, JanuAry 1, 1989 to 
Oecember 31,. 1989. ts proposecl cost allocation between customer 
classes is, aecor q to PG&E, consistent with Comm!ssion 
directives in D.87 12-039' and with Senate Bill (SB) 987, wh.i.ch 
requi.red continua on of the existing eost allocation through 
January 1, 1991.. PG&E's proposed. rate design, as modif1ed,. would. 
increAse residen: 1al rates by 12.5% 'on average, and increase 
noncor. transport.· rates ~y an average 22 .. &%. . 

~he fdllowing parties filed testimony 1n this proceed1nq: 

the Division Ofl Ratepayer Advocates (ORA), Toward O'tll~ty ~ta 

" • 
I 
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Normaliza-eion (TUR.~) I Cal:i.fornia Industrial Gro (CIG) I !1.i.ssion 
'Resources (M1s~ion), Cal:i.fornia Cogeneration ~ncil (CCC), the 

I 
California Department of General Services (OOS), Sou'thwest G4s 
Company (Southwest), and Salmon Resources .l'td .. with Mock Resources, 
Inc.. (Salmon/Mock). The tes'timony of s~on/Mock regarcU.nq 
unbundled ~rokeraqe fees was deferred ~llowinq issuance of 
o • 8.8-12-045 .. Sou.thern California Ed/son Comp4l1Y (SCE) and CanAdian 
Gas Producers (CGP) filed ~:riefs·. / 

Fow::teen clays of heariD4s were held in Phase I of this 
I 

proceeding.. The case was submitted on January 27, 1999. 
c. SCope of the Proceeding / 

A number of parties/moved to strike all or po:tions of 
/ 

the testimony of CIG, M1ssion, ORA, Sou'thwest, 4l1d 'I"ORN. All of 
I 

the motions were granted 0/1 the q:rounds that subject testimony was 
beyond the scope of tb.1s f~:I!St ACAP- proceeding.. In aome cases, 
testimony appeared to conflict with SB 9S7 which dil:ected. the 

Commission to retain e~sting coat allocation methods until 
, 1 

January 1, 1991.. We conc:u:r with the .eldmjnistrative law jud.ge's 
'I 

(ALJ) ruling that errience with our new proqram is limited., and 
thAt we should cOn8fd.er cost allocation chAnges only ;in ~uture ACAP 

proceedings.. We '1e also commit'ted to complying w:Lth SB 987" but 
recoqnize that cost allocation wh1ch Assigns costs to cost causers 

I is an integral component of ou:r new gas regulation proqrtlm and. 

critic4l to i_te success. 
D. Dus;Wi8Jlt ~~ion . , 

0ur~9' the firs't weelc of hearings, SAlmon/Mock, 1'ORN, and 
I 

others reque~ted that the ALJ require PG&E to release certain 
customer-s~i~ic clat:.a which was used. as .inputs 1:<:>- PG&S"s 4.1.scoun:e 
I' ' 

ad.justment model.- 'rhe motion was granted. subject to protective 
I 

oreler. PG&E appealed the ALJ's· rulinq on the grounds that 'the 
I 

informatio was too, sens:Ltive to release pUbliely • 

.' 
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S~sequently, PG&E filed" on Deceml:le:r: l2,~odifications 
to its discount adjustment model whJ.ch did,not.:,e"'eustome:r:
specific inputs. 'rhe ALJ withd:rew the rulinq 7" rec:oqn.ition that 
PG&E~S case in chief no- longer relied' upoZ customer-specific 
info:mation. 
- During hearings, PG&E objected 0 requests :by Salmon/Mock 

to produce PG&E'S contract wieh Enron, ~supplie:r: of gas f:r:om the 
I 

Southwest .. ~he ALJ ordered PG&E to p:z:.oduce the contract because, 
under our policy, the utili ties muso/'document their costs wi eh all 
appropriate information unless 1mmLnent and significant harm woule 
result.. Prior to- its release of ~e document, PG&E agreed to have 
its witness c:r:oss-examined on the contract's elements. Followinq 
c:r:oss-ex.emination, S4lmOn./Moekrithd.:t:ew its requ.est for a copy of 
the contract. We are satisf~ed. with the outcome of th.i.s conflict, 
:but remind PG&E that it mustiprovide ~y information to- parties 
request1ng it ~hen the uti~ty uses such £n!o:mation to estimAte 
costs. It is not enough for the utility to- assert future costs: 
they must be documented! 
R. lb:01ceraae ree, 

On December r' 1988, the Commission, in 0.88-:1.2-045, 
addressed PG&E's petifion for modification of R.S8-0S-01S, notinq 
that the policy issues regarding brokerage fees would be resolved 

I 
1n its procurement rulemak.inq.. Implementation of brokerage fees 
would. be included in this ACAP in a second: phase of the proceeding' .. 
Accordinqly, we will adaress brokerage fee implementation follo~-nq 
additional heariiqs in this proceedinq. 
F. Attrition Year CoG allocAtions 

I 
On o,=ember 19, 19S8, the Commission 1ssued. Resolution 

G-2838, addressing PG'E~S 1989- attrition increase :cequest~ ~hat 
I -resolution directed PG&E to p:copose in this ACAP proceed1ng a 

I 
, simpler meth~d fo:r: allocatinq future attrition year revenue 
, changes. Since many of the parties' original filing'S d..1.d not 
Sp8CifiCally!addreS$ this issue, it will' be considered 1n Ph4se XI 

of th1s prOCieedinq~ 

t 
~. 
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III. Hajor Issuc~ 

Fo:ecastinq the gas revenue requiremen involves 
investiqation ana resolution of many interactiveffactors. Five 
major cateqories of issues were consid.ered: in this AC},;P. 

1.. Gas Th:rouqhput 
2. Cost of Gas 
3. Cost Allocation 
4 .. Revenue Requirement 
S,. Rate Desiqn 

A.. Gas Th:roo,qhput 
Gas throughput is the t~tal demand. for natural qas from 

the PG&E system, includlnq qas, purchased. and. sold. to PG&E' s' 
customers and tranasportationlf customer-owned qas, on PG&E's 

system. , j 

PG&E ' s estimates 0 throughput included use of two, 
models. One is an econometric (ET') mod.el which was used. to 
determine the effects of stich factors as weather, economic 
activity, and fuel pri~es;lon levels of throuqhput for resid.ential, 
industrial, and. commercial customers.. Volumes for enhanced. oil 
recovery (EOR), utilitielec:tric generation (OEG), an~ cogeneration 
were estiJDatecL exoqeno,usly (that is, outside tho economet:ric 

I 
models). PG&E also uses a "d.iscount adjustment model.- The 

I 

discount adjustmentCDAl model reeoqnizes that some noncore 
customers will stay; on the PG&E system if they are offered. 
discounts from tar ffed rates. Evaluation of the models is 
presented. at the end of this section. . 

The foilowinq summarizes the positions of the parties on 
I 

methodologies, model inputs, and results. 
I 

1.. IValW1'!(W of tbe PGiI JIodels 
I 

PG&E(S estimates of throughput includ.e use of two types 
of models. je ET· DIOdel forac:asu thrOuqhput. aconomet.:rl.c:411y by 

" 

I 

I 
I 
I 
I 
I 
I 
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e.~ima~inq ~he effec~. of such var1Able. AS fuel price., w~ 
and economic growth on d.emand. / 

'ALJ/KIK/jt 

The DA model estimAtes revenues by forecas~q the 
discounts requ.ired to keep la:r9'e customers (P2B,. ~~ .and COGEN) 
on PG&E"s system. The DA model is' used to d.evel~ an average 
industrial transport rate· to' input into the ET~odel, to derive ." 
d.iscount adjustment percent for P2B, G-IND and COGEN,. and to 

calculate forecasted billinq determinants to'which industrial 
d.emand charges will be applied. ~ 

Osinq customer-specific load LDtormation, the OA model 
produces "seed If' rates which a:r:e input Into 'the econometric 
throughput model. These seed rates are core customer rates and 
default transport rates for noncorelcustomers~ The OA model also 
produces an adjusted throughput wbich does not repres.nt actual 
forecast values. Instead, the adj~te4 tbJ:oughput translates a 

. I 
revenue adjustment--resulting trom discounted rates--into a volume 

I 
adjustment. The infor.=ationjProvided by the DA model is based on 
1987 USAge patte:z:ns, scaled downwa:rd to reflect expeeteci 1989 

I 
market conditions of l,lOOlG&E noncore customer accounts. 

The DA model is ~e more controversial of the two models 
because 0'£ its complex1;:; and d~e to the effects of its outputs on 
throughput eat1mates. ~e interaction of the two models was also 
the sul:>ject of debAte! .. 

a.. 15a 
PG&E comments that the purpose of the OA model,. 

conceptually adoptee/by the Commission in D~87-12-039·, is to 
reeoqnize the val:iof gas, relative to other fuels, to noncore 
customers.. Aecor· q to PG&E, estimating customers' wj,ll.1nqness 
to pay in advance/frees the COmmission from review1ng every 
neqotiated agreem.ent.. PG&E recovers revenue requirement based. on 

I 
1ts negotiating skills and lcnowled.9'e of the market., PG&E believes 
the model is s le enouqh. for the parties to understand and has 

agreed to make 

I 
'I 

e model accessible t~ the parties. 

8, -
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'PG&E's oriqinal DA model used customer-spec1f1c data 
estimate required discounts. PG&E amended its ol:'iqinal fi11nq' 
that customer-specific data was not used as 
revised showing uses average customer data. 

b. aG 
(1) The Hodels 

model inputs. 

/ 
1:0/ 
/ 
o 

CIG challenges PG&E~s methodology on e grounds 
that the models systematically underestimate thro~qhput. CIG 
states that PG&E has an incentive to underforecast noncore 

I 
industrial throughput in order to- lower PG&E's;risk of recove:z:oy. 

, CIG cites a number of ways th~m~dels toqethel:' 
underestimate throughput. The econometric mOdels, according to 
CIG, are specified in conjunction with thiDA model so that an 
unadjusted. throughput forecast of lost 10'ad,. once made, cannot be 

I 
regained even when assumptions. are changed. The !T'model will 
pred1ct a 1088 of load that is actuall..t being retained by way of 
negotiated transmission rates. / . 

. Moreover, 4 reduction! in average gas prices or an 
, I 

increase in the premium does not ~esult in a corresponding increase 
in throughput. When lower gas prA.ces were assumed,. the DA model 
increases the revenues collected/from the G-IND class, increasing 

I , 

the discount ratio as well as the average transport rate... The 
higher discount ratio translatles into a higher adjusted throughput 
for ratemaking purpo~es, but;'('the higher average industrial 
'transport rate offsets the lower gas costs in the seed rate . 
calculation. Thus, the Ull.ti'djusted. throughput level,. which reflects 

I . 
the real level of gas d~d, is maintained. despite significant 
reductions in gas costs ... / 

CIG arques that PG&E's OA model does not talce into 
account any potential aiscounts £l:'om gas suppliers in response to 
competitive pressures _/ Additionally, since the ET model does not 
use historic data, it pannot provide reliable est~tes of 
throughput. I ' 

I 

I 
I 

[ 

I 

I 

- 9 -
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. / 
Finally, CIG notes that PG&E's use of econometric 

model outputs as inputs to the DA model, while using o~odel 
outputs as inputs to the econometric model is 4 circ~{ar and self-
fulfilling prophecy. - ~, / 

(2) Cle', Proposal 
CIG, believes the PG&E methodolo9Y is so flawed that 

it should not be used to estimate throu9hput~ CIG· recommends 
/ 

instead that the Commission adopt an est~te based on PG&E~s most 
recent recorded annual period. / 

Unaer CIGrs propOSAl, thel'comm!ssion would consider 
.I 

as ~unadjusted throughput" PG&E's rec~ded industrial throughput 
for the period June 1987 th:roug'h June 1988. That amount is 1,680 

,f 

m.i.llion the:rma (MMth). Aecord.inq to' CIG, this tbJ:oug'hput is , 
reasonable because most recent recorded data d.o not show any . ~ 

evid.enc:e of a decline in throuqhput. Using th1s th:couqhput does 
.1 • 

not make the illogical assumption made by PG&E that gas prices will 
not respond.' to lower oil pricJs. 

(!' . 
To· develop ~average discount, the Commission 

should use the average discounts negotiated.by PG&E in current 
t 

contracts, which is now 6JA of the ex1stinqdef4ult rate. CIC 
" points out that the resulting' $ .• 097S per them. <i1scount rate is 

/ . 
comparable to- PG&E's eX£stinq average <r-:tNt>rate of $.098 per 
them. L 

To- implement CIG's recommendation, the volumes 
subject to discountidq are estimated. CIG's witness ASsumed that 

I 
700 KKth would. be d.iscountect.l:>ased on the 6·79 MMth eur.r:ently und.er 

.' . 
discounted. c:ont:aet-s. The 61' d1scount is then applied to. those 
vol'Wlles to yield: lJ/ ~full rate" equivalent volume of 427 MMtb.. This 
full rate equ1val~nt volume is then added t~ the volumes not 
subject to discountinq (that is, the unadjusted throuqhput less 

I . 

discounted throuqhput) to· yield the d.iecount-4djuated. volume to- be 
f ' 

used for ratemaking' pw:pose.. \7sinq the 1 .. 68 MMth u, unadjusted 
I . 

, .. 

J 
{ 
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throughput, the CIG methodology yiolds 
throughput of 1,407 MMth. 

c. !tJlRI 
(1) %he lfode18 

// 
a diSCOun~~ 

TORN observes numerous shortcomings in the DA model .. 
I 

First, TORN states the model improperly applies 1989 market 
conditions to, historical usage patterns even/though siqnificant 
changes in the market have occurred since~87. For instance, the 
company~s procedure assumes that all cogenerators on line in 1989 

"I 
will have the same load patterns and a~ernative fuel costs as 
those of a much smaller qroup who we;' operating in 1?87. 

Tt7RN believes 19'87 cl«t4 is not repres4I!ntative of 
I .:_'"', 1989 market conditions. because thA;t period. precedes gas ~U5t=y 

restructuring and the introduc:ti~ of d.emand. ch4:r:qes. For this 
, / 

reason, TORN recommends that.the Commission rely on aggregate 
rather than custome~-speeific;1oad data for forecasting. 

TORN also sugqests that in determining·the average 
level of necess'ary rate dise'ounts, PG&E should. use the discount 

, / 
percentage developed for e~sting contracts and multiply them by 

the volumes in those aqr~ent.s. TORN makes this suggestion on the 
:basis that those contracts are the best evidence of the level of 

I 

discounts actually requA:ed by the marketplace and they are already, 
public infor.mation. I 

TORN aAso, challenges the application of the outputs 
of the DA model to, e n' model. Ac:corcling to' TORN, PG&E has 

double-counted load loss of 33 MMth. The ET- model precU.cted 33 , 
M:Mth of load. loss, load which was discounted by the DA model. In 
effect, accorcling to- TORN, rate discounts were found nec:ess4XY for 
load already assumed. lost in the ET' model. Since the ET' model does 

I '. ... 
not predict individual customer fuel switching l:>ehav1or, this 

I 
problem cannot be corrected. 

r 
~ adds that the fact that Negotiated Revenue 

Seab111ty AcC~NRSAl' balances are almost zero for 19S8--even 

.' , .. 

- 11 -
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,./ 

though oil priees were well below the assumed 1eve1--i. ev~ 
that PG&E:S, forecasting methods, which were used for the;l{as~ 
forecast~ are systemAtically biasea. Similarly, the dxop in oil 
prices, at the end of 1988 did not lead' to significantl'increases in 
con.tract negotiation~ PG&E reports that 'only 80 ofl'its 1,100 

::~:~~eu~~~= ~":. :;:.:=~~ a:~"=; 9: ~. 
;' 

industrial volumes will De subject to' discoun~ rates during the 
test period, as PG&E's models pred1ct. ;' , 

TORN is also· critical of the/econometric model 
l 

itself. First~ TURN states that for econometric models to work, 
I 

there must be sufficient historical da~! PG&E uses a single 
average gas price. I 

Like CXG, '.t"O'RN observei that the econometric model 
'will assume lost loads that will not/~ctuallY be lost because it 
employs an average negotiated rate' level inatead of a mintmum 

j 
negotiated rate level. ~his problem, according to TORN, is not 

. I 
remedied by the fact that the hi~orical gas priees used. as inputs 
to the ET'model also· represent ~~erage industrial prices because 
PG&E has had greater negotiat~,g flexibility sinee May 1 than it 
has 'had in. the past. Accorclingly, PG&:& will sell gas at a wider 

( 
range of d1scountecl rates than is reflected in the historical data 

base. / , 
~o remed.y tb.¥s p:robleJll, TtmN recommends that the E1' 

model be run twice~ once using the default transmission rate and 
I 

again. using the min 1 mum floor rate.. The default trtmSmission rates 
~ 

are the rates noncore customers would pay for transportation absent 
negotiation. The results/of the initial run would establish the 

I, . 
forecas't. of t.hroughput at defaul't. rates. The difference ~'t.ween 

! 
this run an~ that usinq ,the minimum, fl09r rate would represent the 
additional volumes that,lcould po'Centially be reqained throuqh 

I ' 
discounting. TORN's w~tness stated a simpler approach would ~ to 

f 

add an estimated:averaqe exit charge to the oil price forecast u~ed 

! 
f. 

~ , 
l' 
( 12 -
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in the ETmo4el to reflect the fact that fuel switcher. wou~ 
paying these costs in addition to the price of the oil i~:lf. 

Finally, TORN states a preference for ORX's . ~ 
econometric mo~el over PG&E's because, although the mc4els are 

applied to recent historical data. ' 
(2) 'rtmlf' 8JropoeAl ' 

/ 
,/ 

similar, ORA's yields a lower forecast erxor th

7
an P~E'S whe~ 

TURN recommends that the Commission reject PG&E's DA 
. I 

model, and goes so' far as to disassociate i;aelf from PG&E's DA 
model, which has been referred to conceptu~ly as the w~ 
adjustment." TORN proposes a s1mpler ~YSiS which uses aggregate 
data for larqe groups of customers wit~e s~e alternative fuel 
capabilities, rather than individual OQstomer data which TORN 
states is of dubious reliability. / 

I Uncler 'JroRN' IS methodo-logy, the averaqe qAS commodity 
cost woulcl be subtracted from the;laverage alternate fuel price, 
acljus'teO. to account for effects;of demand charges and premiums. 
This average g4S price would be/weighted accordinq to relative 
forecasted usage of the core ~d. noncore WACOGs. If the resul t1ng 

r rate is h1qher than the expected dGfault rate, no discount would be 

necessary. If the rate is :less than the default rate, a d.iscoun-e 
~uld be calculated .. ' 'rhis/percentage would be multiplied· by the 
forecast of unadjusted throughput for customers with that 

I 
altern&tive fuel to- cletermine the 4ppropriate discount adjustment 
volume, which would be .'u.btractecl from· the forecast C)f unadjusted 
throughput for cost al~ocat10n and rate clesiqn purposes. . 

I ' 
ThiS appr04ch can also be used to· clerive average 

transport rates to p~~q into the ET'model by selectinq either the 
"maximum transport r~te" or the default rate for ~4Fh .~~el type, 
weighted by volume, rhichever is lower. Percentage splits for each 
fuel type would: havt'J to' be determined, and have :been developed in 
the record. In. each c:ase, ac:c:orcUnq to· TtmN, GC-2 or SeE volumes 
would· alsC)· hAve to be factored: into· the t%'ansport seed rate .. 

.' - 13 -
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TORN states its methodolo9Y does not provi~e resul~s 
/ 

which vary significantly from those provided by PG&E's;methoQoloq,y. 
~he advantaqe of the TURN model is its simplicity and! 

I 
understandability. It may be used to' estimatez al oncore class 
rates and transport rates. 

. TURN also suqqeststhe Commissio hold workshops 
shortly after this proceedinq which would a171o~the parties to 
explore the models in more depth. 

4. ~ 
i 

ORA notes that the PG&E models have created a great deal 
of confusion in this case and recommendS;' simpler approach to 
PG&E'S DA model. DRA states that the model cannot be run by the 

I 
parties anc1 the c1ata base of 1,100 cu,tomers is. unwielc1y. ORA also 
expresses concern that the customer-specific information in the 

. I • 
originally filec1' model demands a secret review of the results, 

. I 
contrary to· the public hearinq process. 

t 1 . ORA supports 'TORN's propsa on the grounc1s that .1.t is 
Simple, accessible to parties, and can be applied to all utilities. . , 
It also incorporates the effects of demand charses and core 
election' .. ,According' to ORA it! provides reasonable inputs to the 
econometric model. I 

ORA is not as co~dent about CIG#s approach iO large 
part because the model doe'; not account for c:h.anses in the , 
relationship between qas and oil. ORA is also- reluctant to 4bandon 
the ET' model, as proposed'r:ty CIG. 

e. ~ / 
CGP' believes there are design flaws in both PG&E's and. 

DRA's mod.els which yieJld unacceptable results. CGP points out that 
( 

the models, provide counterintuitive results in that when the gas , 
premium is increased ).n the OA model,. the U- model forecasts lower 
'throuqhput. Both models, appea: to, treat the premium as, an aclc:litive 
to. the coat, of q~ :c"ather than to its value to- customers. 
. ( . 

• 

. . 
\ 
I 
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CGP also states that there exists between the models a 
, / 

circularity problem that occurs because the models cannot be , 
iterated enough times to reconc;le the d'iscrepanciey:between 
projected revenues,and revenue requirements. CGP suqgests that the 
models are not very useful at this time ~ause o~ their complexity 
and because of inexperience with them. / 

CGP' proposes that the Commission adopt policy guidelines 
in this ,proceeding which will foster devel~ment of models which 
are simpler and. more internally cons,isten..{.. In the interim, CGP' 

~ 

recommend.s aclopt.ion of TORN "S approach /w'hiCh uses a single set of 
alternative fuel prices and which doe~not requi:e complex ~omputer 
applications. / 

f. J2G§-

OGS states that PG&E's;econometric industrial forecast is 
assumed. to include all GC-2 sales. The low GC-2 rates, however, 

I 
are not included in the development of the seed rate by the OA , 
model, resul tinq in a foreeut that is too' low. DGS proposes thAt 
the Commission cor:ect this/error by ordering' the econometric model , I. 
to be rim with a f1nal seed. rate based. on a weiqhted. average of 83% 

I 
of the seed rate that would otherwise have been developed and 17% 

, I 
of the averaqe GC-2 rate to· reflect the percentage GC-2 volumes. 

9'. BftlFDhIocJc / ' 

S4lmon/Moe)/ supports the proposals of CIG and 'rt7RN. 
I 

Salmon/Hock argues that, contraxy to· 0.8-7-12-039, the' PG&E d.i.scount 
I . 

model fails to· assume that upsueam p.i.pel1nes and' producers could. 
J 

be assumed. to beA;' a portion of the burden of cliscountinq ... 
h. PGiI *ttal 

I . 
PG&E states its methodology is relatively objee't.ive.. It 

argues ~t us!nq. ex.1.5't.inq cont~~cts .. :oeqtlires the Commissl.on to 
I' . 

maJce judgments about the reasonablenese of the contracts, or else 
reward utili~.i.es that are poor neqotiators by allocating less 

I . 
revenues to ;their Doncore class and. placing the utili't.ies at less 
r.i.sk.. PG&E{ states that us.1.nq forecasted' rather than historical 
. \ 

.. 



, 

'. 

A.88-09-032 ALJ/KIM/jt 

data in estimatin'g throughput and revenues takes into account' 
expected market changes. 

PG&E also states that use of 1987 recorded data is a 
reasonable way to approximate use in 1988 and 1989 af~er scaling 
the data. Use of 1987 reeorded billing data,. according to PG&E, 
yields more accurate results than us.ing no individ~al billing data, 

contrary to TORN's assertions. 
i. OisC"g88ion 

PG&E has attempted to determine 19S9 throughput by 
looking at ec:onom.i.c: factors, and following/an assessment of nonc:ore 
volumes which could be retained throuqhdiscountinq transport4tion 

I 

rates. PG&E's models are, for the most part, thoughtful and 
sophisticated. Because this is the first ACAP, PG&E ~ s task was 
formidable. ~he concept of a discount adjustment model is new. 
~he risks associated with inaccurate forecasting are considerable 
under our new requlatox:y proqram.. 

While we c:ommend PG&E's efforts to provide an acceptable 
framework for determining di,scounts and throughput, we have seriou$ 
reservatio~ regarding certain model specific:ations which have been 

~' 

the subject of much controversy 1n this proceeding
I 

Some observations of market behavior demonstrate 
intuitively the shortconunqs of PG&E's model results. As 'I'URN 

I 

points out,- PG&E~s industrial throughput hAs increased. from 3,297 
MMth in 1986, to 4,60a MKth in 1987 to 5,,282' MMth 1111988. PG&E's 
models precliet a s~ere reversal of this pattern, estimating a drop 
of over one-thiralto 3,729 MMth in 1989. As CIG reports, 51% of 
volumes required! discounts in 198$; PG&E'"s models predict that 96% 
will require d!~eounts in 1989. 

/ 
Some of the biases in th~ models are a result of 

, I 

implausible ;input assumptions which we will address separately. 
~ide from the issue of model inputs, model designs are 
I ' ' 

troublesome. 'ro- begin with, the parties observe correetly that 
I 

PG&E's mOdels and the way they interact are very: complex. A q:eat 

,f 

• 
I 
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deal of time was spent in the hear1nqs 1n efforts to;understand the 
most basic inner workings of the discount adjustment model and 't.he 
way 1t was used in conjunction with econometric models. The 
complex1ty of the models made it clifficult to ~lyze inputs and. 

results. Addinq to this, source of difficulty;'S the fact that the -
parties could not have access to certain cu70mer 10a4 in~ormat1on, 
which 1s the backbone of the OA model. 

The models have other serious ~chn1cal problems which 
intervenors identify.. Among them is thtl' way 't.he models together 
appear to double-count some load loss,/and the failure of ET model 

, 't.hroughput estimates to fall when qas/prices assumption$ are 
reduced. in the DA model. / 

Model specifications do ,ot allow an ass'W'D.ption that gas 
suppliers will be forcea by market conditions to- discount their . 

- I 

product, thus 1mplyinq that purchasers axe without Any neqoti4tinq 
power. Curiously, the ET- model! appears to use little h.i.storic 
data, the very data econometric models are designed. to use • 

/ 
In spite of the1r apparent sophistication, the ET model 

/ 
and the DA model do not pr~vide results which are consistently 
logical. Attempt1nq to ~.rfeet those models and. the way they 

! 
interact is a task we cannot hope to accomplish in th1s proeeed1ng. 

- . I 
Some acljustments may 1:>8 made to- improve 'them. and we will requ.il:e 
those adjustments wherj' appropriate~ PG&Z"s discount adjustment 
moelel, however, is no.J salva9'e4J:)le~ It is just too complex' 4%ld. too 

I 
d.ifficult to U8e~ prtmarily because of its reliance on cus~omer-

I _ 

specific bill ealcula~ions and 1044 1nforma~ion. 
{ 

We apprecIate the efforts of CIG and. TORN to develop 
alternative methocla of calculating' d.i.scounts and throughput •. CIG's 
approach has ,intuitive appeal. because it is simple and. uses 
existing' informat'ion reqa:d.inq necessarY customer cl.iscount5 _ It 

I 
requires no econometric modelinq or assumption8 regardinq future 
948 prices. While CIG"s, approach1s commendable, we are concerned. 
that it is too rU1P1e and. fails· to- account for chanqing' 

" • 
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/ 
relationships between oil and gas prices and other changing market 
concU.tions, as DRA points out.. / 

We ~e11eve TORN's method is mo:e app:opriate.. Like the , 
CIG model, it is simple and does not require t~ use of 
confidential information. It ,takes into' account historical 
information and provides :esu1ts which are ~tuitively sound.. ,It 
appropriately accounts for tho premium an~demand charges .. In 

/ 

addition, TURN's model takes advantage of appropriate econometric 
I 

methods and recognizes forecasted val~es for gas and alternate 
fuels. TURN's method is a reasonablefalternative to PG&E's OA 
model, and we will use' it in our c1culation of required. discounts 
to tran8port :ates for large nonco:e customers. ~he TURN for.mula 
is presented q:aphically in Appe:a:'dix :8., ~Able 1. 

Finally, we will make/DGS" proposed. adjustment to the E1' 

model, which incorporates the Jlower GC-2 rates in the seed. rat~ .. 
Estimated discounts and discount volumes for industrial customers 
are presented in Appendix lB' / ~~le 1.. Adopt~ tlu:oughput is shown 
in Appendix B, ~able 2. 

. While we endor~e TORN's model 1n this pro~eedinq, we 
recognize that refinements or chanqes to- it may be appropri4te a.s ,. 
PG&E and intervenors gain experience with ACAI> forecastinq and the 

/ 
marketplace .. Accordingly, we invite PG&E and' other interested 

" parties to' propose changes in future ACAPs. , ' 

We will entertain model changes under certain conditions. 
/' 

First, we will not (estimate tlu:oughput, revenues, revenue 
requirements, or r~ired discounts using ciatA which cannot be 

! 
reviewed. by the parties to the ACAP-p:oceecU.ng.. Second,. we will be 

reluctant to revise the conceptual changes we have made, for 
.; , 

instance, those ;reqardinq the ~ffects of demand ~har9'es and core 
election, dJ.seussed. below, without a strong showinq_ AzJ.y proposed. , . 

models or changes to, the models should be understandable, simple, 
and intuitively sound. 

,. 
I 
.' ' 

I 

I 
I 
I 

f 
I , 
\ 
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At TURN'S suggestion, we will direct COmmiSSiOn~viSOry 
and Compliance Division (CACO) to holo workshops on the;mooels 
adopted. in this proceed1llq within 60 days of the effective Oa't.e of 

" this decision. ~he purpose of those workshops will~ to' help 

,-

interested parties to understand the models, spee~ficatioU$1 and 
shortcomings. We also hope that the wo~kshOps w£ll provide c foru= . " for determining improvements to forecasting methods which may be 
us eo in the next ACAP. We strOnglyencou:rage/other gas utilities 

" to participate in these workshops. ~ 
2. Hodel la.s8wpptioDf / 

a. Economic A£t1.v ity , " , 

Activity in the economy is ~ne input in the econometric 
model. PG&E'foreeasted a 30% proDabilityof recession in 1989 and 

r 
weighted its inputs accorc:U.ngly. ORA. argued. that PG&E's forecast 

t 
was too pessimistiC, (:i tug Oata· Resow:ces Inc. (OR!) And the , . 
University of California at tes Angeles forecasts of economic 

/ activity in 1:he state .. 
DGS concurs with OPA"that we should not ,assume a 

recession will oceur in 1989. ," OGS suggests that if the Commission 
adopts ORA's est1mate of economic activity in 1989, it should also 
adjust the industrial throughput forecast accordingly. DGS 
suggests us1ng PG&E's hiqb~ estimate of c 2.4\ increcse in 

industrial production rather than ORA's estimate of 1.4%, to De 
, ' 

consistent with a nonrecession forecast. 
TURN also, 8Up~rts ORA's estimates of economic activity. 
We concur with ORA that most economic oDservers do not 

foresee a recession in ::'1989. We will also adopt ORA's estimate of 
growth in industrial production as a reasonable coroll~ to, its 

" 

,.estimates of ec:onomic:;activ1ty~ 
f 

b. Alternate' lUi Prices 

" . 

Fuel pr:Lc9s affect model outcomes and are used in both 
the d.iscount adjustment model and the econometric model ~ Higher 
prices for alternate fuels--propane, Number 2 fuel oil and Number 6 

,f . 
,. 
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/1 
fuel oil--lead to higher throughput, other things equal, ~ecause 
gas prices a=e relatively more Attractive to· customers. /1 

(1) PropMe /1 
PG&E estimates an averAqe wholesale price £oz-· 

/ 
propane of $.292 per ther.m. PG&E uses A wholeSAle, ,ather than 

/' 

delivered, price because p:opane is costly to trans;port.. Most 
customers who use propane do not require transport! and purchclse it 
at the wholesale rate. / 

ORA. argues thAt some of PG&E "S cUstomers buy propane 
~ 

at delivered pr1ces,. and propane price estima-tes should be weighted 
,I 

accordingly. At ORA's· request, PG&E estimated the number of 
customers who purchase propane at delivered'prices to be About 23%. 

;' 
PG&E also· presented average delivered rates which are estimated DY 

I 
the LundJ)erg Company to :be $.421 per the:r:m adjusted to 1989 

.f 
dollars. PG&E chAracterizes the Lundberg survey as unrealist1c, 

I 
but did not provide alternative estimates of retail propane pr1ces. 

t 
We concur wi~h ORA ~t the estimated propane price 

fo: 1989 should be a weighted ave:age of wholesale and retail rates 
to reflect customers who purchaae propane at retail rates. We will 

" use the Lundberq survey in the absence of other reasone.ble 
¥ 

estimates. Accordingly, our adopted propane price is $.314 per 
the~. ! 

(2) ppm §..J'gel 011 
PG&E estimated/significant reductions in oil prices , 

in 1989', down to $14.6·2 per /,ar:rel, or $ .. 196· per the~. PG&E's 
or1ginal app1icat.10n est.:f.ma.ted. 011 prices in 1989 to be $19.12. 

" PG&E reduced th.is estimate! following 011 pr'ice recluctions in late 
1985. / 

ORA estimated. crude oil prices would averaqe $11 per 
, 'I 

barrel during 1999', equal to· $ .285- per them for the refiner"s 
I ' acquisit10n cost,. and. $'.254 per ther.m for the deliverecl price. ORA , 

baaed 1ts estimate on ./the average refiners" acquisition cost, using 
En"s Third Quarter 1988' Short Term Energy OUtlook. ORAl's estimate 

t 
:1 

" 
I 

' .. 

I 
/ 

~' 
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~ 

I 

attempt. to Ant1c1pate the effects of OPEC pr1ce,.~t1ng meet1ngs 
held durinq 1988. ORA notes that EIA used a ~qher OPEC production 
level than PG&E and still came up- with a hiqhef forecasted oil 
price. I 

, TORN supports DRA's estimate of crude oil prices. 
TORN points out that the OPEC meetinq t~ established the new 

. . / 
quotas took place after both the ORI forecast of $18~30 per barrel 
and the EIA reduction to $15, per barrei. TORN submits tho.t ORA's 
estimate is conservative.. / 

TURN also states that the Commission must translate 
its adopted Number 6 fuel oil,pr~c~ into prices for other product$. 
TORN suqqests usinq ORA's formula to develop appropriate te:z:minal 
and delivered prices for Numbexis fuel oil. 

I Generally, Salmon/Mock urqes aqainst a forecast of 
I 

dramatic reductions in fuel prices because such a forecast could . . ~ 

have a significant effect on industrial default rates. 
I 

PG&E asserts that ORA's estimate is based. upon 
I 

outclated. clata since the most recent EIA forecasts reduced the 1989 
I 

oil price from $17 per barrel to, $15 per barrel.. PG&E als~ arques 
that,- contra:r:y to ORA'S/ assumption, OPEC price settinq aqreements 
have not been honored ,in the past. 

PG&E'sjforec:ut appears to, :be based. 4S much on 
• 

current prices as on/anticiPated. prices for the test period. Oil 
prices have historically fluctuated significantly over short time 
periods. ! I ' 

We have no reason to, :believe toclay's oil prices will 
I 

continue throuqh ~990. -ORA's price forecast, on the other hand., is 
significantly ~e 1988'averaqe fuel oil prices. Independent 
forecasts estimate a ranqe of wo:ld oil prices for 1989. Within 
that ranqe, we ~li.eVe a reasonable forecast to be $16 per barrel 

~ 
or $,.268: pe: the:m. for the test period. t . . 

. f 
) 

.. 

! 
I 

( , 
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(3) Npber 2 fuel. Oil/ 

Number 2 fuel oil is use~ as an input to the OA 
model. PG&E estimated. $ .. 323/therm for thislcO~Odity. ORA 
accepted this estimate, but noted that t~5 price should be reduced 
if the Number 6- fuel price is reduced. ~ recommends using ORA's 
formula,. which would produce a Number;a fuel oil price of 
$.374/therm for Number 2 fuel oil, using ORA's crude oil forecast 
price of $17 per Darrel. ;' 

Since we have adoI>-ted a forecast price of $16 per 
barrel for Number 6- fuel oil, we/Will adopt the corresponding price 

I 
of $ .. 352 per the:z:m for NUl1lber I fuel oil. 

e.. CUstomer Growth I __ 
Both DRA and PG&E/use econometric models to forecast 

customer growth 1n all ma;or customer classes. ~he results from 
these forecasts are inc,luded in the econometric throuqhput model. 
Differences between the~ estimates are less than 1\. Since the 
differences are so smail, we will adopt PG&E's estimAte. 

I 

d.. Effects of nevnd Char9" , 
PG&E's DA ;noclel did not assume that demanQ ch4rqes would 

affect customer cjces regarding whethe~ or not to- switch to 
alternative fuels A DUmber of parties criticized the mo4el for 
this omission. ,I - . 

DRA, OIG, 4Dd- TORN arque that customers will surely 
( 

consider these rent costs" in their fuel switching decisions .. 
CUstomers do not have infinitely long time horizons, as PG&E , 
assumes. IXlSread, the ~odel sJ:lould assume a shorter term planning 
horizon. CIG points to PG&E's testimony to argue that demand 

( 
charges haVG the effect of increasinq a customer's alternate fuel 
price. I. 

Sim.:Llarly, CGP and Salmon/Mock critic:.1.ze the omission of 
r 

demand charges as one variable which would influence switch1nq 
" , 

dec.1.s.1.onsi~ 005- qOGs :further to· sug-q_st that each of the major gas 

.. . ' i , . 

I 

r 
! 
I 
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/ , 
utilit1es be requ1red to submit a methodoloqy for incorporat~nq 
d.emand charges 1n future forecasts. -- / . 

CIG proposes, basec1 on a review o:e!PG&E'S contracts, that 
en t costs averaged $.03 PfJr" thexm in 198,( For default 
agreements, 'estimated exit costs would be about $.05 per thermo 

/ 
CIG proposes that these ~ounts be added to the cost of alternate 

I 
fuels in the OA model. CIG also supports TORN's methodoloq,y as a 
sound alternative. T'ORN would. apply half of the 0-1 charge plus 
all of the fully ratcheted D-2, at/100' load factor. 

/ 
In response,. PG&E states that the DA mod.el d.oes not 

I calculate load loss~ it calcul~tes Qiscounts necessary to retain 
load.. In addition, PG&E arques that includ1nq exit charges as an 
assumption in the OA model i:l inconsistent with the way rates are 

i 
negotiate4with customers because transport rates are based on 
estimates of alternate fuel. prices.plus a premium. . 

I ' 
According to PG&E, incorporating' demand chArge effects in 
, l 

a one-year test period is a difficult task. PG&E's assumption that 
/ 

customers look at gas use as an annual d.ecision is most reasonable. 
l 

PG&E states that it would like to stud.y the CIG· and TURN proposals. , 
Demand charges present real costs to' customers. 

I 
Acc:orc:liJ1qly , it is reuo:a.a.ble to, assume that customers. would 
inc:lude demand charg.es in calculating their most economic' fuel 

I 
opt1ons. i 

We will/ad.opt CXG's recommendation to add $.03 per the:m 
to, the cost of alternate fuels for volumes associated. with 
negotiated eontr~c:ts and $.05, per therm to the cost'of alternate 

, I 

fuels. for volumes associated w1th default ag:eements.. While this 
J 

method provides only a rough proxy of en t costs,. :L t is a 
, / 
conservative esttmate which ASsumes customers make choices on an 

. I 
. annual baSis 1 It is simple and. intuitively sound.. PG&E should,. in 
its next ACXP, propose oS mo:e precise method' for estimat1nq the 

I 
effeets of ex1.t costs.. !'£nally, we note 'that if PG&:e; 15 
n890tia~Contracta without tAk1nq 1n~account the effects of' 

I 
,f / _ :3 _ 

" .I , 
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demand charges, as it seems to state, it may be losing revenue 
unnecessarily .. 

8. Gas Premi.wn ", 
The OA mode~'1ncludes a premium for/gas to reflect its , . 

value to customers relative to the value of ~lternate fuels. 
PG&E requests that the $.02 per ther.m premium on qas, 

" adopted in 0.87-12-039, be red.uced to $ .• 0,1/7 per them. PG&E s't4tes 
that it has made this assumption beeaus~/of changed customer 
perceptions. with regard to service reLlability, caused by 

/' curtailments last w1nter on the Southern california Gas Company 
(SoCal) gas system. / 

,1 

ORA, OGS, CIG, And TORN,recommended agalllst 'this ch4nge. 
OGS points out that the PG&E witness testified that lowering the 
premium creates a perception of/Shortage among customers, even 

. ~ 

though PG&E. does n01: an1:icipate curtailment.... Thus ~ the red'l;lced. 
. ~ . 

premium is a self-fulfillinqiprophecy .. 
: PG&E also proposes1eljminating the premium assumed for 

, .. 
GC-2 customers whose contracts expire in 1989. This change 1s , . 

reasonable, according to· PG&E,. because it expects somo resistance 
If 

from, these customers as they realize the impact of higher rates 
resulting from this ACAPj. 

OGS· argues that this change is inappropr1ate because the 
.I 

premium is set to· reflect the value of gAS OV'er oil in all 
circumst4nces. J 

We will no change the premium since PG&E has not 
/ 

d.emonL'ltx'ated thAt the existinq amount is un:r:eason4ble.. We ue not 
• I 

convinced that cust~mer perceptions regardinq reliability have 
chanqed~ In acidition, we believe the premium should be assumeci for 

I • . 
all GC-2 customers. The OA model and ft· model are designed to' 

I 
capture the effects of higher rates on the attractiveness, of q4S. 
Eliminatinq the JremiW'4 results 1z:L double-c:o~tinq; necessazy , 
discounts to curomars. 

{, 

I 
- 24 -
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f. 
/. 

Effects of Core Election " 
/' 

.' ./~ 

/ 
,./ 

TORN i3 c:itical of the OA model because !t does not 
l' 

weight core and. noncore qdS prices to, reflect th~/fact t114t larqe 
users may buy gas At either core prices (as co~e elect customers) 
or noncore qas prices. Without thi.s weiqhtix1q'~ the model will 
pred'ict that discounting will l:>e requ.ired' to' keep customers on 1:he 

I 

system who, already realize a rate below the noncore WACOG. 
I' 

ORA agrees with 'r1JRN that the ,OA model ignores core 
election even thouqh ApproximAtely 5-5-%/0£ industrial throughput is 

·r 
estimated to be core elect. This ov~rsiqht~ According to ORA, is 4 

transpArent attempt by PG&E to lowe,r its risk by ig'Xloring what it 
expects to occur during the forecaSt period. 

:Like TORN, ORA proposes'" the DA model reco9Xlize the 
effects of core election ):)y'wAv/of one of two model adjustments • .1/ 
The model could. incorporate A/weighted averAge of core and nonCOre 

, I ' ' 
portfolio· prices.. Alternatively, the model specifications could ~ 
changed so that in calculAtfriq each customer's bill, eithe: the 

J 

core ,or noncore WACOG would be used dependinq upon whether or not 
I . 

the customer is a core-elec:t customer.. ORA. states 'that the lA'tter I . 

option may be difficult ~o, accomplish. in this case becAuse of time 
constraints.. / . , 

CGP' and Salmon/Mock support ORA and' ~'s position on 
• this issue.. i 

\ . PG&E responds that the OA model should: use a sj,nqle 
'( , 

benchmark price in order to avoid havin; the noncore transportation 
revenue responsibility depend on customer procurement choices. 

~ 
PG&E states that in some cases the core W,ACOG may be above the 

• 
noncore WACOG, inc~easinq the revenue allocation t~ the noncore~ 

~ , 

We agree w1th ORA And TORN that the OA model should 
I , 

reflect the factfhat some noncore customers elect core status. 
The effect of us~q PG&E '5 assumption does not exclusively affect 
revenue allocation between classes as PG&E seems to, assume. ' It 

f ' 
Also affects the amo'~t of.risk allocated between sbarehold:ers An4 

, 
" 

I 
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alternative fuels. A number of parties criticized the model for . 
this omission. ' . 

ORA, CIG, and TORN al:que that customers will surely 
consider these "exit costs" in their fuel switching decisio 
Customers do not have infinitely lonq time horizons, as &E 
assumes. Instead·, the model should assume a shorter erm. planning' 
horizon. CIG points to PG&E's testimony to argue t demand: 
charges have the effect of increasing a custom 
price. 

Similarly, CPG and Salmon/Mock iticize the omission of 
demand charges as one variable which wo d influence switchinq 
decisions. OGS goes further to· sugge that each of the major gas 
utilities be required to· submit a thodo1oqy for incorporating 
demand charges in future forecast • 

CIG proposes, based 0 a review of PG&E's contracts, that 
exit cos~s averaged $.03 per erm. in 1989. For default 
aqreements, estimated exit cats would be a:bout $.05 per ther.m • 
CIG proposes that these ~ nts be added to the cost of alternate 
fuels in the OAmodel. C~ also· SUpport6 TORN's methodology as a 
sound alternative. TORN;fwOUld apply half of the 0-1 charge plus 
all of the fully ra'tch~ed 0-2, at 100% load. fac'tor. 

In responseiPG&E s'tates that the DA model does not 
calculate load 10S8; Jit calculates discounts necessary to retain 
load. In ad.dition, fG&E arques that includinq exit charges as an 
assumption in the DA model is inconsistent with the way rates are 

I 
negotiated with customers- because transport rates are based on 

I 
estimates of alternate fuel prices plus a premium. 

Accordinq to PG&E, incorporatinq d.emand charqe effec'ts in 
a one-year test/'Perioa is a difficult task. PG&E's assumption that 
customers look ,at qas use as an annual decision is most reasonable. 

I 
PG&E states that it would like to· study the CIC; ana TORN propo54ls. 

I 

Demand charqes present real costs to-customers. 
Accordingly, it is reasonable to· assume that customers woula 

I 
/ 
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ratepayers as it affects revenue est~tes from the noncore class. 
Incorporating ORA's and TURN's proposal would provide a more 
realistic estimate of noncore revenue. PG&E also· states ~hat 
alternative approaches would ~ot comply. with the Commission's 
stated qoal of keepinq transport and procurement rates independent 
of each other. We do not aqree with PG&E that the effect of making 
this forecast model adjustment would be to change service 
arrangements for transport and procurement. PG&E confuses forecast 
assumptions with actual changes in rate strue~~es. 

We will adjust the OA model to incbrpora'te adopted. 
I 

est.iJnates of core elect th2:ouqhpu~. A mo,e extensive chanqe in 
model specifications, as ORA suggests, m4y be appropriate in future 
ACAPs. .' / " 

3. %hrouqhput BI't'Ntm! / 
Throughput estimates include all gas, whether procured Dy 

. I, 
the utility or the customer, transported through utility pipelines. 
Throughput estimates affect rates;1 the higher the estimate of 
throughput, the more volumes over' which to spread fixed costs. 

f 
Tb:oughput estimates also aff~t the level of risk borne by the 
utility: h1gher estimates ine:ease the risk of revenue recovery. 

4. IDduItrlal / 
Usinq'1ts ETmode~ PG&E estimated industrial throughput 

for the test period to be i,231 HKth. The difference between ORA's 
/ and PG&E's'estimates of industrial throuqhput is about 13.5%. This 

difference is mainly dueJ'to differinq model sPecifications 
reqardinq demand elast1City and ORA's· higher estimate for fuel oil. 
PG&E lS:ques that DRA' ,/ elasticity assumptions are l.UU:'ealistic 

/ because industrial demand has not increased at a proportionately 
I 

h.i<;her rate than il;ld.ustrial qrowth in recent years. 
ORA es~tes 4 1.S~ increase in'throughput for a l% 

ch4nqe in indUS,&:ial activity.. PG&E estimates 4 .9% i.nc::reue in 
throughput for a l% inerease in activity~ 

, . - 26 -
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include demand charges in calculating their most economic fuel 
options. 

We will,adopt CIG's recommendation to add $.03 per ther.m 
to the cost of alternate fuels for volumes associated w~~h 

L negotiated contr4cts and $.05 per ther.m to the cos~f alternate 
fuels for volumes 4ssociated with aefault aqre~ts. Weighting 
these amounts according to usage, the adjustm t to the model is 
$0.044. While this method provides only a ough proxy of exit 
costs, it is a conservative estim4te whi assumes customers make 
choices on an annual basis~ It is 8im e ana intuitively sound. 
PG&E should, in its next ACAP, pro~ e a more preCise method for 
esttmating the effects of ex1t cos s. Finally, we note that if 
PG&E is negotiating contracts wi out taking into account the 
effects of demand charges, as seems to- state, it may be losing 
revenue unnecessarily. l-

e. Gas Premium 
The OAmodel in udes a premium for gas to reflect its 

value to customers relat~e to the value of alternate fuels~ 
PG&E reques~s that the $.02 per them premium on gas, 

adopteci in D.87-12-039 be reduced to $ •. Ol7 per the:on. PG&E st4tes 
that it has made- this assumption because of changed customer 
perceptions with r~~rd to service reliability, caused by 
cu~ailments last jrnter on the Southern California Gas Company 
(SoCa1) gas systemr 

ORA, OGS·, CIG, and ~ recommended aqainst this change. 
OGS- points out t~at the PG&E witness testified that lowering the 
premium creates/a perception of shortage among customers, even 
though PG&E doals not anticipate curtailments.. Thu~, the reduced 

/ 
premium is a self-fulfilling prophecy. 

! 

PG&E also proposes eliminating the premium assumed for 
GC-2 eustQme~s whose con-erac-es expire in 1989., This change is 

I ' 

reaS,onable, / accorcling to' PG&E, because it expects some resistance 

) 
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TURN ohallenges PG&E' s industrial throughpu-e estimates. ..-
TORN points out that PG&E~s forecast of 1~231 MMth is sUbstantia1l~' 
below its 1988 year end projection of l,5,91 MMth and follows a / . 
8-eea(\y increase in 100.(\ since 1986,. 'l"O'RN arques. that mod.el/ 
assumptions and. specifications, discussed. in mo:ce detail below; 
systematically underestimate throughput by at least 30 ~th, in 

addition to· othe:c model shortcominqs. /.. 
DGS asserts that PG&E incorrectly assigns/all 

eogeneration gas use to· the G-COG rate. PG&E admits that the G-COG 
tariff currently lim1ts gas sold under the G-CoQirate to 9,300 Btu 
per kilowa-et-how: (kWh). OGS·' witness. testif1e"d that the average 
cogeneration project uses about 10,250 Btu ~ kWh or 30 MMth per 
year, which DGS pX'oposes should be assignealto the G-INJ:) rate. 
This 30 MMth per year ~hould. be subtraotecl fX'om the G-COG 

I . 
unadjusted throughput and added to the industrial unadjusted 
throughput since that gas wUld be SOlo/under the G-INO rate. The 
incremental cogeneration calculation does not X'equire this 

I 
cOX'X'8Ction, according to' OGS. TORN m.alces the SAme pX'oposal. 

I 

TORN also notes that PG&E ;Lncorrectly attributed half of 
cogeneration usage to gas needed to/geneX'ate steam. TORN points 
out that OGS·' witness testified that about 30% of cogeneration gas 
is used for industrial uses.. Aecdrdinqiy, TORN reeommends the 
dJ.fference of 104 MMth :be added ,]0 industrial throughpu-e. 

! 
With regard to OGS·' p:z:;oposed. 30 MKth coqeneration 

I 
adjustment, PG&E X'eplies, that OGS failed to subtract out the 
eoqene~ation volumes which ar1GC-2 loads. The result wou14 be a 
total adjustment of 18 MMth. 

We will Rot rule on values fo~ demand elasticity 
since deDWl4 elasticity is:r:~04UCt, not an input, to· the 
econometric model.. 'rhey ue dete:z:m.:l.ned. 4ccor(\:inq 'to· various model 
assumptions. In general, will use PG&E"s specifications for the 
econometric model, modified/by changes in inputs and assumptions as 
discusse4 elsewhere in thi~ or4er. We will also make the . 
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from these customers as they realize the impact of higher rates 
resulting from this ACAP. 

DGS argues that this change is inappropriate because the ., 
premium is set to reflect the value of gas over oil in all 
circumstances. 

We will not change the premium since PG&E has not 
demonstrated that the existing amount is unreasonable ........ ·-!We are not 

./ 

convinced that customer perceptions regarding relioDility have 
changed.. In addition, we believe the prem.i.wn s 'ld be assumed' for 
GC-2 customers after expiration of their con aets. 'I'he OA model ../ 
and E'I' model are designed t~ capture the e ects ~f higher rates o~ 
the attractiveness of gAS. Eltminating e premium results in 
double-counting necess~ discounts 

f. ~ff~' of Core Election 
TURN is critical of the model because it does not 

weight core and noncore gas pric to reflect the fact that large 
users may ~uy gas At either cor prices (as core elect customers) 
or noneore gas prices. Wi tho this weighting" the model will 
predict thAt discounting wil be requil:'ed to· keep customers on the 
system who Already realize rate ~low the noncore WACOG .. 

ORA agrees with that the OA model ignores core 
election even though app oximately 55·% of ind.ustrial throughput is 
estimated. to be core el/ct. This oversight, according to' ORA, is a 
transparent attempt ~YI'PG&E to lower its risk by ignoring what it 
expects to occur duriJilg the forecast period .. 

• Like TURN I fORA proposes the OA model recognize the 
effects of core election by way of one of two model adjustments. 

i 
The model eould ineorpor~te a weighted average of core and noncore 
portfolio prices:JAl~ernativelYI the model specifications could be 
changed so that i calculAting each customer's 1:>ill, either the 

r 
core or noneore WACOG would be used. depending upon whether or not 
the customer is J core-elect customer. ORA states that the latter , 

~ 

i 
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/' 
adjustments to the industrial throughput and cogeneration ~ 
throuqhput forecasts recoxnmendeci ~y 'r'Q'RN' and DGS, except th4t/we 

, / 
will subtract 18 MMth from that adju~tment to reflect PG&;VS 
cor:rection. The adjustments provide a more accurate fo:z:ecast. The 

, '/ 
adopteci industrial throughput will also· be adjusted for ~hAnqes in 
other inputs anci model specifications presented/Is here in this 
order. , 

b. 'Q'tility Electrie Generation (DIG) 

PG&E estimAteci OEG throughput exoge usly a~ 1,3g7 MMth 
for the test period. This estimate is based. on average hydro year 
conditions. 

ORA accepts PG&E's estimates fo 
throughput as consistent with the assump, ions-adopted in its recent 
Energy Cost Adjustment Clause (ECAC) p:J;Oeeedinq_ DRA's. estimate 
for SCE throu9'hput is 933 m89a-dec:ath/:cm higher than PG&E' s. ORA 

D4Sed its forecast on the results of;!its, production cost model run 
in the latest SCE ECAC proceeding_ / , 

TURN reeommends using the forecast adopted in the current 
ECAc'prOceed1nq, at least for the;ifirst seven months of 1989. TORN 

believes the data in the ECAC hat been more fully scrutinized in 
ECAC hearings than it could have been in this proceeding. 

I ' 
TORN also· proposes that the Commission adopt a provision 

to, reflect increased OEG gas ~age occurring as a result of a 
t 

shutdown of Rancho Seec-. Tt!'RN's proposal provides for an 
I , 

alternative gas cost alloca~on if the plant is shut down so, that 
/ 

non-UEG customers are protected' ,from the vagaries of electric 
resource availability. A JimJ.lar mechanism was adopted. 1n PG&E' s 
most recent ECAC order. / ' , 

j 

PG&E responda, that the OEG forecast proposed ~ 'l"O'RN 

reflects dry hydro eondJ..tfions of 1998 for the fi:st five months of 
I 

the forecast. PG&E po.i.nts to· 0.8,7-12-039, which stated. that OEG 
, I ' 

forecast should be based on an average hydro year. 

/. 
I 

, I 
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option may be diff:i.cult to Accomplish in this CAse because of time 
constraints. 

CPG and Salmon/Mock support ORA and TORN's position on 
this issue. 

PG&E responds thAt the DA model should use a ~inqle 
benchmArk price in order to avoid having the noncore trAnsportation 
revenue respons~ility depend on customer procurement choices. 
PG&E stAtes thAt in some eases the core WACOG may ):)e al:x>ve the 
noncore WACOG, increasing the revenue allocation to' the COre. 

We a~ee with ORA and TORN that the DA mode should 
reflect the fact that some noncore customers elec ore status. 

/' The effect of using PG&E's assumption does not~clusively affect 
revenue allocation between classes as PG&E s~ms to assume. It 
also affects the 4mount of risk allocate~tween shareholders and 
ratepayers as it affects revenue estima~s from the noncore class. 
Incorporating DRA's and TORN's propos.1 would provide a more 
realistic estimate of noncore reve~. PG&E also, states that 
alternAtive,approaches would not ~mplY with the Commission's 
stated goal of keeping trAnspo~and procurement rates independent 

I of each other. We do not agree with PG&E that the effect of making 
I this forecast model adjUstm~t would be to change service 

arrangements for transport~nd procurement. PG&E confuses forecast 
Assumptions with Actual ch'Anges in rate structures. 

We will adjustj'the OA model to incorporate adopted 
estimAtes of core elec~throughput_ A more extensive change in 
model specifications, as ORA suggests, may be appropriate in future 
ACAPs. / 

'3. ~bput Estimate' 
Throughput estimates include All gAS, whether procured by 

the utility or th~/customer, transported through utility pipelines. 
Throughput estima"!es affect rates: the higher the estimate of 

/ 

throughput, the more volumes over which to spread: fixed. costs'. 
I 

I 
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We aqree wiT:.h DRA that ECAC expense estimates should De 
used T:.O the extent T:.hey are current, and thaT:. they should ~/ 
updated using methodologies adopted in ECAC proceedinq5~ . 
Est1m4tes, however, should continue tQ be based on ~verage hydro 
year~ as we stated 1n D.87-12-039. ACcordingly, w~ill adopT:. 

/ 
DRA's est1m4T:.es of OEG T:.hrouqhput since they are~con5istent with 
PG&E and SCE's ECAC review est1m4tes and methodblogies. 

SCE proposes that its Cool Water p~t be classified. and 
treated as a UEG plant in this proceeding ~cause it produces 
electricity, not industrial products. PGt.E has provided. no 
justification for treating Cool Water asian industrial pl4nT:.. PG&E 

I 

responds that since Cool Water is a co~ined cycle plant, the plant 
is unlike any of PG,'E' s electrical ,plints. PG&E states that seE is 
able to negotiate rates like any ot~r customer if it is 
dissatisfied with the UEG rate. 

We will not grant SC!'s request to- reclassify Cool Water 
at this time. The scope of this proceeding does not anticipate 
sueh customer reclassifications SCE is an able negotiator 4nd. has 
the opportunity to negotiate' i 8 gas rates with PG&E if it is 
dissatisfied with PG&E's indu~ial rates. , 

- As to, 'rURN'8 propoJal for 4 reallocation of f1xed costs 
durinq RAncho Seco shuT:.d_ we 'rill not further complicate the 

I 
ACAP proceeding with anotha, allocation mechanism unless i't is 
truly warranted. We are e/pecially hesitant to undertake a twice
yearly allocation process Some risk of a mismatch between 
forecasted and ac'tu41 val as is expected. 'rhe risk of 
misallocation Pee4use of unanticipated Rancho S&co shUT:.downs, 
however, is not qreat e ugh to make th~ proqram chanqe proposed. by 

1"ORN. L 
c. 'DMpsed- stLl Olea (JOR) , 

} 
PG&E estimAt.s, based- on markat.info:mation rather 'than 

an e<:OIlOIIletric: modal, r· larqa red.uc:tion in tIu:ouqhput t<> the 

, . 

\ 
i , 
\ 
I 
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Throughput estimates also affect the level of risk borne ~1 the 
utility: higher estimates increase the risk of revenue recovery. 

a. Industrial 
Osing its E'l' model, PG&E estimated industrial throughput 

for the test period to :be 1,231 MMth. The d.ifference between ORA's 
and PG&E's est.i.m4tes of indust:ria1 throughput is about 13.5-%. This 
difference is XIl4inly due to differing model specifications 
:regarding demand elasticity and ORA/s higher estimate for fuel oil. 
PG&E argues that ORA's elasticity assumptions are unrealistic 
because industrial demand has not increased at a proportionately 
higher rate than industrial growth in :recent years. 

ORA estimates a 1.5% increase in 'throughput for a 1% 
change in industrial activity_ PG&E es~tes a .9% increase in 

/' throughput fo:r a 1% increase in activ~y. 
TURN challenges PG&E's indUstrial throughput estimdtes. 

TURN points out that PG&E's for~t of 1,231 MMth is substantially 
below its 1988 year end pro'jection of 1,5·91 MKth and follows a 
steady increase in load since!l.986,. 'I"ORN argues that model 
assumptions and specificati/ns, discussed in more cietail below, 
systematically underest~e throughput :by at least 30 MMth, in 
addition to· other mOd~l ~ortcOmings. 

OGS asserts at PG&E incorrectly assigns all 
cogeneration gas use 0 the G-COG rate. PG&E admits that the G-COG 
tariff currently l~ts gas sold under the G-COG rate to 9,300 Btu 

I 
per kilowatt-hour ~Wh)_ OGS' witness testified that the average 
cogeneration projelet uses about lO,250 Bt~ per kWh or 30 MMth per 
year, which DGS ilroposes. should be assiqned to the G-IND rate. 
This 30 MMth pe~year shoulQ be su:btracted f=omthe G-COG 
unadjusted thr~ghput anQ acided to the industrial unadjusted 
th:ouqhput s1r1ee that 9'as would be· solQ under the G-IND rate. The 
incremental obgeneratiQn calculation cioes not require this 

I ' 
correction,. according to OGS. T'ORN' lMlces the s.eune proposal. 

/ 
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EOR market as a result of lower 011 prices. For 1989, PG&E 
estimates 232 MMth of EOR throughput. 

ORA states that PG&E's original estimate of 373 MMth is 
reasonable. TURN 4qrees with ORA'that the or1gin41 estimate is 
reasonable on the qroun4s that PG&E's lower forecast resulted f%om 
lower priced oil. If the Commission adopts, a crude oil price of 
$17 per blU'rel, EOR th%oughput should be estimated. at 373 MMth. ,// 

/' 
PG&E responds that its original estimate was base4 on/an 

".. 
oil price considerably higher than ORA's oil price estimate/of 
$17. ORA acknowledges that EOR throughput is a function of oil 
prices but eannot defend its higher throughput est,imat~n that 
~asis. / 

We will adopt DRA's proposal since, as ~ussed in other 
portions of this order I we do not forecast a d.raric decline in oil 
prices or, the d1ffe%ential between oil 4nd,74S riees PG&E 
proposes. , 

<1. Intergtilitt 
PG&E's updated filing assumes 202 MMth (or S3 million 

, I 
cubic feet (MMcf) per day of interutili?y transport. Its estimate 
assumes that no gas will be Bold off-system by PG&E to Southern 
California customers f:r:om PG&E's nonec{re portfol.i.o at the noneore 

, WACOG.. PG&E bases its estimate on Jiss off-system transport 
volumes which averaged 42 MMcf P8tY1 not includinq interuti1.i.ty 
transport of customer-owned gas. 

DRA supports PG&E's or qin41 estimate of 673 MMth (Qr 176 
MMef per day) on the grounds t:b.1I.t the :r:ec:ent luge reduction in 
interutility throuqhput occur.rt as A result of the a:op in 011 
prices which are again inc:re inq.. ORA states thAt if its 011 
pr1ce estimate of S17 is acl.o ed:, the oriqlnAl PG&E l.nterut.i.lity 
transport est.i.mate shouldalAso, be a4opted.. 'l"ORN. supports ORA's 
position. 

'. 
" 

I 
, I . 
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TORN also notes that PG&E incorrectly attributed half of 
cogeneration usage to gas needed to· generate ste41ll. 'I'URN points 
out that OGS' witness testified that about 30% of cogeneration gas 
is used. for ind.ustrial uses. Accord.ingly, T'C.1RN recommends the 
difference of 104 MMth be added to· industrial throughput. 

With regard to DGS' proposed 30 MMth cogeneration 
adjustment, PG&E replies that OGS· failed to· subtract out the 
cogeneration volumes which are GC-2" loads. The result would be a 
total adjustment of lS' MMth. 

We will not rule on values for demand elas~ty since 
demanci elasticity is a prociuct, not an input, to~ econometric 
mociel. They are d.etermined according to various model assumptions. 
In general, we will use PG&E's specification~for the econometric 
model, mociifieci by changes in inputs and a-'umptions as ciiscussed 
elsewhere in this order. We will also ~e the adjustments to the 
inciustrial throughput and eogeneration~hrou9'hput forecasts 
recommended by 'rt1RN and OGS·, except d'at we will subtract 18' MMth 
from that acijustment to reflect~G& 's correction. The adjustments 
provide a more aceurate foreeast. The aciopted industrial 
throughput will also be adjuste for changes in other inputs and 
mociel specifications presented elsewhere in this orcier. 

b. t·· 

PG&E estimated OEGfthroughput exogenously as 1,387 MMth 
for the test period. This /estimate is based on average hydro year 
concii tions • / 

ORA aeeepts P~E'S estimates for PG&E's own OEG 
throughput as consistent with the assumptions adopted in its reeent 

I 
Energy Cost Adjustment! Clause (ECAC) proceedinq_ ORA's estimate . 
for SCE throughput is!'933 mega-decatherm higher than PG&E' s. ORA 
based its forecast ~ the results of its prod.uction cost model run 
in the latest SCE ~CAC proceeding_ 

TORN redommends. using the forecast aciopted. in the current 
J 

ECAC proceeding, at least for the first seven months of 1989. 'l'ORN 
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/ 

Based on our findings regarding gas prices, oil prices~ 
/ 

anQ their interrelationship, we will adopt ORA's forecast of/673 
MMth for the test period.. / 

e .. Bnideptial and eo-ercial /' 
PG&E and ORA estimates of residential 4nd commercial 

. / 

throuqhput are ve:y close. Our adopted estimates of reSidential 
. I 

and commercial throughput are determined according }o changes in 
model specifications and assumptions determined' el$ewhere in this 

order. / 
f.. ~ogeneration 

PG&E developed its estimates of cogeneration throughput 
exogenously by adcU.nq throuqhput from projectsl'it expects to- come 
on line during the forecast period to· recorde,d Oecember 1987 
cogeneration usage. 

AS disc:usseQ under the discussio 
throughput, PG&E's estimate of coqenerati 
adjusted to reflect the chanqes proposed 
these adjustments, we will adopt PG&E's 
throughput .. 
n. CoG 0' Gas 

1. 

of industrial 
throughput will ~ 
OGS 4lld ':URN .. With 

A major controversy arose ing the proceeding regarding, 
the relationship })et~n oil 4l1d gas prices.. PG&E estimated thAt 
the cost of oil would siqnifiC:4l1tly decrease during the forecast 
period, makinq, 0.1.1 a more 4tt:z:acti . altern.a.t.1.ve to nonc:ore 
customers and thereby reducinq g4s throughput estimates. PG&E d1d 
not assume gas prices would' fall s ,a response t~ the lower cost of 
alternative fuels. 

ORA, 'r'ORN, CIG, Salmon Mock, CGP', and DGS argued that the 
cost of gas is influenced sUbs~tially by the cost of oil and 
other al ternati ve fuels. I 

CIG's wi tn.ss test.1t.J.d: that 4 reduction .1.n oil prices 
puts pressure on gas prices. as users switch to- fuel oil. The 

.. 
I 

l 
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Delieves the data;in the ECAC has been more fully scrutinized 1n 
ECAC hearings than it could have been in this proceeding. 

TURN also proposes that the Commission adopt a provision 
to reflect increased OEG gas u84ge occurring as a result of a 
shutdown of Rancho Seco·. T't:mN' s· proposal provides for an 
alternative gas cost allocation if the plant is shut down $0 that 
non-UEG customers are protected from the vagaries of electric 
resource availability. A s~lar mechanism was adopted in PG&E's 
most recent ECAC order. 

PG&E responds, that the' UEG forecast proposedDY TURN 
reflects dry hydro, conditions of 1988 for the first five months of 
the forecast. PG&E points to 0.87-12-039,. which stated that 'OEG 
forecast should De based on an average hydro- year. 

We agree with ORA that ECAC expense estimates should be 
used to· the extent they are current, and that they should be 
updated using methodologies adopted in ECAC proceedings. 

/' 
Estimates, however, should continue to, be bas on an average hydro 
year, as we stated in 0.87-12-039. Accord" qly, we will 4dopt 
ORA's estimates of OEG throughput since ey are consistent with 
PG&E and SCE's ECAC review estimates methodologie~. 

SeE proposes th4t its Cool ater plant be C14ssif1ed and 
tre4ted as a UEG plant in this proc ding because it produces 
electricity, not industrial produc s. PG&E h4S provided no 
justification for treating Cool tar as an industrial plant. PG&E 
responds that since Cool Water a combined cycle plant,. the plant 
is unlike any of PG&E's electr cal plants. PG&E states that SeE is 
able to negotiate rates like yother customer if it is 
dissatisfied with the UEG rare. 
. We will not grant/SeE'S request to· reclassify Cool Water 
at th1s time. The scope Of this proceeding does not anticipate 
such customer reclassifications. SCE is an able negotiator and. has 
the opportunity to neqojlate its qas rates with PG&E if it is 
dissatidied with PG&) 1ndW!tri41 rates. , 
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estimated reduct10n of crude 011 pr1ces to $14.62 should 
qas pr1ces at the Ca11fornia border d.own to $1 .. 88 per tu, 1n 
contrast to PG&E's estimate of $2 .. 20 per MMBtu. CIG ived at its 
estimate by applying a "rule of thumb" used. by enerrrt forecasters 
to equate the cost of oil to the cost of gas~ CI~aisoapplied a 
DR! energy forecast model to check its estimatedl'cost of gas. 

CIG observes that the relationship ~tween qas and oil 
prices has historically not been a precise :1 ratio. Rather, on 
averaqe, the ratio represents a reasonable equilibrium 
relationship·. 

CGP agrees ~at it is wronq t assume there is no 
relationship between qas and 011 pric ,although it does not 
support CIG's use of a 10:1 ratio-. -GP urges the Commission to use 
a "rule of reason" rather than a "dle of thumb" and not be 
constrained :between the extreme pr6posals of PG&E and CIG. 

DGS proposes that the 20mmission consider a six-month 
forecast twice a year, since th~ volatility of oil prices ~creases 
risks to customers and the ut;!ity •. Alternatively, 'the Commission 
should. assume at least that gas prices do follow oil prices to some 
e~e~. / . 

'rtJ'RN also challenges PG&E '-s assumption that gas prices 
I 

will not fall in respons~o- lower oil prices. ~he major objective 
of industry restructuring is to promote competition among' gas 
supplies and :between gas and oil suppliers. It is 
counterproductive to assume that every dip in oil prices must be 

I 
matched. by a discount in utility gas prices, and 9&5 producers will 
not drop their prices if PG&E will absorb· necess~ discounts. for 
them. PG&E's. assumpt~ons, according to- TORN, may result in a self-

I 
fulfillinq prophecy wfich will work to the detriment of all 
C~lifornia gas consumers. 

t In response,. PG&E criticizes CIG's gAS cost estimate by 
I a:quing that the "rule of thumb·" is not a refined -method for 

estimating future Jas prices and that DRI does not rely on such 
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As to TORN's proposal for a reallocation of fixed costs 
• 

d.uring Rancho Seco shutdowns., we will not further comp~ica1:e the 
ACAP proceed.'ing with another allocation mechanism unless it is 
truly warranted. We are especially hesitant to undertake a twice
yearly allocation process. Some risk of a mismatch between 
forecasted. and actual values is expected.. The risk of 
misallocation because of unanticipated Rancho Seco shutd.owns, 
however, is not great enough to make the proqr~ change proposed by 
TURN. 

c. Enhanced Oil Recoyery (EORl / 

PG&E estimates, based on market info:cma.t~ rather than 
an econometric moclel, a large recluction in throu~put to the EOR 
market as a result of lower oil prices. For ~9, PG&E estimates 
232 MMth of EOR throughput. ~_ 

ORA states that PG&E'S original~stimate of 373 MMth is 
reasonable. '!'URN aqrees with ORA that it'he original estimate is 
reas~nable on the grounds that PG&E'~OWer forecast resultecl from 
lower priced-oil. If the COmmissi~_",~oPts a crude oil price of 
$17 per barrel, EOR throughput should be estimated ",t 373· MMth. 

PG&E responds that it~original estimate was based on an 
;' 

oil price considerably higher ihan ORA's, oil price estimate of $17. 
ORA acknowled.ges that EOR t~u9hput is a function of oil priees 
and defends its higher thrO~hput estimate on that basis. 

We will adopt oRt's proposal since we have adopted ORA's 
oil priee estimate. / 

d. Intentility 
PG&E's upclateCi filing assumes 202 MMth per d.ay (or S3 

million cubic feet ,MMff) per year) of interutility transport. Its 
estimate assumes tha;lno gas will be sold. off-system by PG&E t~ 
Southern California fustomers from PG&E's noncore portfolio at the 
noncore WACOG. PG&, bases its estimate on 19S-s. off-system 
transport volumes which averaged 42 HMcf per day, not including 
interutility tranJport of customer-owned gas • 
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ratios. PG&E points to CIG witness' testimony that the~:l ratio 
bas not held up historically and that DR! does not uselSuch ratios 
in its forecasts.. :;I; 

Much debate centered on whether CIG's e !mated wellhea4 
prices included the El Paso gathering charge of .34. PG&E argued 
that they did not, and showed. that wben the SJ.34 gathering charge 
is added. to CIG's price estimate, that est~e exceeded PG&E's. 
CIG responded that its wellhead price did }~Clude gathering costs. 

On brief, CIG noted that if the!Commiss:f.on ad.opts CIG"s 
throughput forecast methodoloq,y, the Co~ssion need not determine 
fo.ec4sted. oil and. gas prices. The 0'fput of PG&E's models 
requires such determinations.. Since fhe models are" according to 
CIG, unreliable forecasting tools, there is no reASon to forecast 
specific gas and oil price levelsi 

We agree with the parti s who propose that a significant 
reduction in oil costs is likety to, result 1n lower gas prices. 
Ow: new regulatory framework is based. in luge part on an 

assumption that competition be ween alternate fuels exists., PG&E's 
own case makes 'that assumptioi. Where such competition exists, 
price changes occurring for one product ue likely to affect prices 

f , 
of substitutes. While no cOfSistent historical relationship 
between oil and gas is apparent, it is clear that ,oil prices affect 
gas prices over tl:me.. IndJatry experts a9l=Ge that this 

I 

relationship- exists.. Ow: f.ete:rm.i.nat10ns of gas price forecasts in 
the following discussion will be made with this relationship in 
mind. ! 

We are surpris~ tha~ PG&E has refused to recoqnize such 
I 

a ~elationship in this proceeding .. , Assuming lower forecasted oil 
I 

p~ice., PG&E'. A •• umptio~ reqarding'qas prices for the forecast 
period are unrealistic. I 

2_ Com DQ?G' 
The cox. portfolio eontA1n8 all lonq-term supplies and 

any .hart'-term, supplies needed to meet demand'. In this 

" 
" " 

I 

\ 
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ORA supports PG&E's original estimate of 673 MMth (or 176 
MMcf per day) on the grounds that the recent large reduction in 
interutility throughput occurred as a result of the drop in oil 
prices which are again increasing. ORA states that if its oil 
price estimate of $17 is adopted, the original PG&E interutility 
transport estimate should also :be adopted.. T'ORN suZport ' ORA's 
position. 

Based on our findings regarding gas pric " oil prices, 
and their interrelationship, we will adopt oreeast of 673 
MMth for the test period. 

e.. Residential and COmmercial 
PG&E and ORA estimates of reside tial and eommercial 

throughput are very close. Our adopted stimates of residential 
and commercial throughput are deter.min . according to changes in 
model specifications and assumpti01' etermined elsewhere in this 
order. 

f.. Cogeneration 
PG&E developed its esttmates of cogeneration throughput 

exogenously by adding throu9hPutffrom projects it expects to come 
I on line cluring the forecaet pe iod: to recorded: Oecember 1987 

cogeneration usage. 
As discussed under the discussion o,f industrial 

throughput, PG&E's estimate of cogeneration throughput will be 

adjustecl to· reflect the changes proposed by OGg. and 'rtJRN. With 
these acljustments, we wilt adopt PG&E"s estimate of cogeneration 
throughput.. / 
B.. COst oLGas, 

1.. Effect' of Oil Priees on Gas Prices 
I 

A major controversy arose during the proceeding regarding 
the relationship betw~n oil and gas prices. PG&E estimated that 
the cost of oil would/ Siqni,ficantlY decrease cluring the forecast 
period" making oil a/more attractive alternative to noncore 
customers and thereb reducing' gas throughput estimates. PG&E clid 
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application, PG&E estimAted its core portfoli , WACOG to be Sl.92 in 
1989. ORA e:stim4tecl the core WACOG to be s07• 

Much of the debate re~ardinq qas/costs centered around 
pr.i.ces for ~as from Cal.i.fornia sources and Southwest suppliers, 

'which together make up about a quarter ~ total supplies. Overall, 
ORA does not expect the pr.i.c,e of Short/term supplies to increase 
d.uring the forecast period~ PG&E expects increases for California 
and Southwest supplies. Appendix B/ Table 3 provides our adopted. 
forecasts of gas prices and volume' from various supply sources. 

a. California Supplies / . 
PG&E estimates Cal.i.fO~a supplies w.i.ll average 

$1.8S/MMBtu durinq the test perfod based on the price it is 
currently pay1ng for small volumes of California gas. DRA believes 
Cal.i.fornia supplies will averJge $1.70/MMBtu, which'is the present 
neqotiated. price for California qas.. DRA does n~t believe 
California gas pr.i.ces will ~se as a result of upcoming contract 

I 
negot.i.ations with Calif 01' supplies, given the fall in oil 
pr.i.ces. 

TORN states tha PG&E's estimate is probably inevitable, 
given the recent leqiSlatfve intervent.i.on into PG&E':s relationship 
with California producer,. 

I 
Salmon/Mock s1.}Pports the PG&E est.illlate on the <].rounds 

that PG&E has al:eacly n~otiatecl an inc::eased. pric:e with some 
I 

producers and because ~E currently intends to-offer an increased. 
price'of Sl.8S/MMBtu to all California producers. 

I We are not eonvinced.-that the Californ.ia price will rise 
to Sl.8S.jMMBtu" given/lower world oil prices. Nevertheless,. some 
increase appears likely since PG&E 1s al:eady pay1nq $1.8$ MMBtu 
for some qas. We wil1 adopt Sl.80/MKBtu as a reasonable estimate 

I 
of prices for Cc.lifo;nJ.a gas. 

b. Rocky lqgnt4in Supplies 
PG&E est1mAtes Roeky Mountain supplies will be 

t 
$1_67/MKBtu. ORA accepts PG&E's price and'volume estimates. CIG 

\ 
\ 
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not assume gas prices would fall as a response to the lower cost of 
alternative fuels .. 

ORA, TURN, CIG, Salmon/Mock, CPG, and DGS argued that the " / 
cost of gas is influenced substantially by the cost of oil and 
other alternative fuels. 

CIG's witness testified that a reduction in oil prices 
puts pressure on gas prices as users switch to fuel oil.. The 
estimated reduction of crude oil prices to, $14.62 shouijd force spot 
gas prices at the California border down t~ $1.88 ~MMBtu, i~ 
contrast to PG&E's estimate of $,2.20 per MMBtu. IG arrived at its 
estimate by applying a "'rule of thumb"" used by' nergy forecasters 
to equate the cost of oil to the cost of gas CIG also applied a 
DRI energy forecast model to check its es ted cost of gas .. , 

CIG observes that the relatiOnS,hip between gas and oil 
prices has historically not been a preilse lO:l rati~. Rather, on 
'average, the ratio represents a reas~able equilibrium 
relationship, • 

CPG agrees that it is ong to, assume there is no 
relationship between gas andoi prices, although it does not 
support CIG's use of a lO: 1 rio. CPG urges the Commission to use 
a "rule of reason'" rather th a "'rule of thwnD" and not be 
constrained between the ext eme proposals of PG&E and eIG. 

DGS proposes thai the' Commission consider a six-month 
forecast twice a year, si:f.ce the volatility of oil prices inc:reases 
risks to customers and t e utility. Alternatively, the Commission 
should assume at least at gas prices do, follow oil prices to some 
extent. 

'TURN also c llenges PG&E's assumption that gas prices 
/ 

will not fall in resp,pnse to lower oil prices. The major objective 
of industry restructUring is to, promote competition among ~as 
supplies and betweer ga$ and oil suppliers.. It is 
counterproductive to assume that every dip in oil prices must be 

matche4by a d~t in utility qas p~ices, and- qas p~oducers will 
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proposes a ROCky Mountain pr1ce of $1.3S/MMBtu based on its 
analysis of the effects of oi~ prices on gas rices. We will adopt 
a price of $1.67/MMBtu because it is. the r e cur.z:entlyon file 
with the Fed.eral Energy Regulato:ry comm;t.s ion (nRC) .. 

c:.. 11 Paso Svjpplies . 
'rhere is no, dispute with PG& ·"s assumption thAt El Paso 

supplies will be too expensive to' beJPurchased economically during 
the test period. We will not assumefany supplies from El Paso 

durinq 1989. / 
d.. PGT Supplies 

PG&E est1mates a border price of $1.847/MMBtu, which is 
the rate in the currently effeciive PGT general rate case before 

I 
FERC. ORA concu:s w;Lth this e.timate. CIG proposes a Canadian 

price of $1 .. 6l/MMBtul' based. or!. its forecast of fal11nq gas prices 
generally.. We will adopt pGrk,'s est1ln4te' sinc~ it is the rate 
currently in effect. I 

. e. SOutbwelt SgppliM 
I • 

PG&E estimates the cost of Southwest supplies to be 

$2 .20 /MMBtu clurinq the teJt period.. ORA estimates Southwest 
• f 

supplies will average $2 .. ~3/MMBtu, which is the average price 
I 

during the period. October 1987 through September 1988'.. ORA bASes 
I 

its estimate, in pArt, on ORI forecasts which predict an almost 
( 

equal probability of a· alight rise in oil prices and a sharp 

decrease in oil costs.! Following PG&E's divulginq some pr~ce 
infor.mation in its contract with ENRON, ORA modified its· estimate 
upward to' S2.13/MMBtui ' 

PG&E critic zes ORA's estimate because it assumes 1987 
I 

prices will remain constant throuqh 1990 and fa1l8 to take into 
I . 

account El PaSO"8 general rate case. 
Similarly, /salmon/MOCk believes ORAl's estima~e is too low 

g1ven that 50%. of PG&E's Southwest supplies w111 be purchased under 
I 

long-term contl:'acts t $2.30/MMBtu .. 
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not drop their prices if PG&E will absorb necessary discounts for 
them. PG&E's assumptions, according to 'l"URN, may result in a self
fulfilling prophecy which will ~ork to the detriment of all 
California gas consumers. 

In response, PG&E criticizes CIG's gas cost estimate by 
arguing that the ~rule of thumb" is not a refined method for ~ 
estimating future gas prices and that ORI does not rely on $Uch 

", 
ratios. PG&E points to CIG witness' testimony that th~:l ratio 
has not held up historically and that DRI does not ~ such ratios 
in its forecasts. 

Much debate centered on ~hether CIG' estimated. wellhead. 
prices included the 2l Paso gathering char of $.34. PG&E argued. 
that they did not, and showed that when e $.34 gathering charge 
is ad.d.ed to CIG's pri.ce estimate, tha estiln4te exceeded. PG&E"s. 
CIG responded that its ~ellhead pri . did include gathering costs. 

On brief, CIG noted tha if the Commission adopts CIG's 
throughput forecast methodology the Commission need not determine 
forecasted oil and gas prices . The output of PG&E"s models 
requires such d.eterminations Since the models are,. accord.ing to 
CIG, unreliable forecastin tools, there is no reason t~ forecast 
specific gas and oil prie levels. 

We agree ~ith he parties who· propose that a significant 
reduction in oil costs is likely to- result in lower gas prices. 
Our ne~ regulatory fr ework is based in large part ¢n an 
assumption that com tition between alternate fuels exists. PG&E's 
own case makes tha assumption. Where such competition exists, 
price changes occ~ring for one product are likely to· affect prices 
.' I 

of substitutes. /While- no consistent historical relationship 
between oil andj9'as is apparent, it is clear that oil prices affect 
gas p::ices ov~~time. Industry experts 4q:ree that this 
relatl.onship/exists. Our determinations of gas price forecasts in 
the following'discussion rill be made rith this :r:elationship in 
m.ind. U 
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ORA responds that the effects of th El Paso rate case 
cannot ~e inferred from PG&E's data. To th' , TURN adds that the 
El Paso rate increase is subject to refund and t.hat it is wronq to
assume that gas purchAsers-, as opposed ;1 producers, will bear all 
of the increase~ TURN. also-· adjusted i1fS estimate of Southwest gas 
prices--to- $2 .. 1S/MMl3tu--after PG&E prG'sented information about its 
long-term- aqreements. jI 

Half of PG&E's SOuthwest;qas is purchased at $2.30. 
Consequently, the average price o(Southwest supplies would be 

$2.£O/MMBtu if half of th~ sUPPlies averaged $2.10 MMBtu.. We find 
this amount high for spot gas gfven world oil prices. We also 
aqree with TORN t.hat the effects of the El Paso rate increase 
should not be assumed to falllent~elY on purchasers. We will 
assume an average price for Southwest gas o-f $2.10. ~his amount 
assumes that SOuthwest spot)Prices will be, on average, S.l~90. 

f. V9l:oaes froa 'Qe ~ Line 
I 

Siq.n1ficant controversy arose during the hearings 
I 

regarding capacity on PG&E~s interstate lines. PG&E estimates 
Canadian gas takes of 878: MMcf/d.lJ.y (or 320 Bef) in 1989, an amount 
significantly below to~ capacity and considerably less than 

I _ 

actual throughput in,198S. ~hese est1mates result in higher total 
gas costs since South~st gas is more exPensive than C4na4ian qas. 

I 
ORA, Salmon/Hock, TO'RN, CGP-, and CIG arque that PG&E is 

underestimating the vdlume of ~es on its PGT line and 
I 

overest1mating those from- the El Paso- line. 
I 

CGP- a9'X'ees /that reduced throughput over the PGT line 
could occur if PG&E's th:t'ouqhput estimates ue adopted.. It argues, 

I 
however, that constraintswh.1ch would. bloc:k full uti11zat1on of 
PGT"'"s capacity under!=y scenario have not been demon5tl:ated. CGP 
points out that PG&Ei has, in the penc:U.nq PG'l!- rate case at nRC, 
stipulated to- an es~ima.te of 1,.000 'KW:f/d.ay,. well @ove PG&E's 

I 
estimate in th1s cue. CG?' also- comments that PG&E should have a 

I 
spec1al burd.en to demonstrate t.hat it cannot c~ greater volumes 

I 
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We are surprised that PG&E has refused to recoqnize such 
a relationship in this proceeding. Assuming lower forecasted oil 
prices, PG&E'8 assumptions, regarding gas prices for the forecast 
period are unrealistic. 

2. COre KACOG 

The core portfolio contains all lonq-term supplies and 
any short-term supplies needed to meet demand. In this 

"..., 
application, PG&E estimated its eore portfolio- WACOG 0 be $1.92 in 
1989. DRA estimated the core WACOG to· be $1.87. 

Much of the debate regarding gas cost eentered around 
prices for gas from California sources, and thwest suppliers, 

;-
wb1ch together,make up About a quarter of ~tal supplies. Overall, 
DRA does not expect the priee of short-t~ supplies to increase 
during the forecast period. PG&E expecls inereases for california , 
. and Southwest supplies. Appendix B, flal:>le 3 provides our adopted 
forecasts of gas prices and vOlume&lfrom various· supply sources. 

4. C§.11foxniLSupplies I 
PG&E estimates Califor.nia supplies will average 

I 
$l.SS/MMBtu during the test P~iOd based on the price it is 
currently paying for small v~umes of California gas. ORA believes 
California supplies will ave~age Sl.70/MMBtu, which is the present 
negotiated price for cali~o':z:'nia gas. ORA does not believe 
California gas prices wila rise as a result of upcoming contract 

I 
negotiations with California supplies, given the fall in oil 
prices. / 

TURN states~~at PG&E's estimate is probably inevitable, 
given the recent legfslative intervention into PG&E'S :z:'elations~p 
with California p:z:'o~cers. 

Salmon/Mo~k supports the PG&E estizMte on the grounds 
that PG&E has alre~dy negotiated an increased price with some 

1 
producers and because PG&E currently intend.s to offer an increase<1 

I 

price of $1.S5/~tu to all California,producers. 
! 

I 
/1 
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over the PGT line given its pending proposal at/th CP'OC to expand 
its existing system. 

OGS also points out that PG&E is ignoring the PGT rate 
case, and. that PG&E 18 currently operating ~ PGT pipeline at full 
capacity. The COmmission, accord1nq to oGs(, 3hould assume that the 
PGT pipeline will operate at full capac;;tY yeu round. 

Salmon/Mock aqrees that PG&Ejhas not provided evidence to 
demonstrate that it cannot operate t~' PGT line at full capacity. 
Salmon/Mock proposes that the Co~sion adopt a forecast which 
allocates 60 MMcf/day for noncore~ustome=s in the northern po~ion 
of PG&E's system and. 6·0 'MJ!I.Cfjd.aYjO~ 1nterutility transportation of 
Canadian gas for customers in southern California, in addition to· 
the 878 l'fJA.cfjday forecast by IG&E. 

PG&E responds ,thao/ it c~ot. increase PGT takes without 
reducing Delow m1ns~capaeity levels the takes from the El Paso 
line. PG&E also states ~t ·at lUgher volumes estimated by ORA, it 
must pay higher commodi tl costs for PG1' gas l:>eeause of increased. 
compres~or fuel USAge. / 

We agree wi uI. the parties who Arque that PG&E has not 
demonstrated. why it c~ tra.nsport less than the mexjrnum capacity 
over the PG'.r· line dur'inq the test period.. PG&E"s witness testified. 

I 

that average delive~es on the PG'r· line were l,009 ]!Mef/clay durinq 
Januaxy throuqh NO~Gmber 1988:.. PG&E forecasts no transport of 
canadian gas over the PG1' pipeline in 1989,. ancl CAn4clian gas is 
les8 expensive ~ Southwest gas. We also no~e that PG&E has 

I 
8tipu14t~ to fo,ecaBts of full capacity over the PGT"pipeline in 
'the PGT'rate case. Aecorclingoly, we will ad.opt an estimate of 1,009 
MMef/d.tJ.y of C4nad1an 9asover the PGT· pipeline for the test period. 

3. lcmcore/lO\CQi 
As w~ clete:z:mined. in D.87-12-039·, the noncore portfolio 

I . 
contains only ~hort-ter.m supp11es w1th p~1ces· that are fir.m for up 
to 30 clays. PG&E •• timateda nonco:e WACOG of $2.20· per MMBtu for 

I ' 

0, 
·f 

" 

I 
I 
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. 
Since PG&E is already paying $1.8S MMBtu for some gas, we 

will adopt that amount as a reasonable estimAte of prices' for 
California qas. 

b. Rocky )fountain Supplie~ 
PG&E estimates Rocky Mountain supplies will be 

$1. 67/MMBtu.. DRA accepts PG&E' s price and volume estimates. CIG 
proposes a ROCky Mountain price of $1.3S/MMBtu, based on i ts..,......-· 
analysis of the effects of oil prices on gas priees. W~w!ll adopt 
a price of $1.67/MMBtu because it is the rate current~ on file 
with the Federal Energy Regulatory Commission (FERC'(' 

c _ £1 Paso Supplies . / 

'there is no dispute with PG&E'S as~Ption that El Paso 
supplies will be too expensive to be purc~ed economically during 
the test period'. We will not assume an . supplies from El Paso 
during 1989 .. 

d. Pm Supplies 
PG&E estimates a borde price of $1 .. 847/MMBtu, which is 

the rate in the currently effective' PG't" general rate case before 
FERC. DRA concurs with tr:s stimate.. CIG proposes a Canadian 
price of $1 .. 6l/MMBtu,. b~s on its forecast of falling gas prices 
generally. 

Since the re~Td was submitted in this ease" Canadian 
producers filed an apPj'ication with the Canadian National Energy 
Board (NEB) to incre46e the commod'ity rate to $1.90/MMBtu.. The NEB 

approved the rate oul a temporary basis. We do not exp~ct this rate 
I 

. to· go below $1.90/~tu, since some producers are seeking a higher 
price and PGT has/accepted the Sl.90/MMBtu price. We will take 
official notite of NEB ruling and adopt $1.90/MMBtu, adjusted . 
to· $1.94/MMBtu at the Californi4 border, for the Canadian gas 
price. 

e. Sguthwen Suppl;i,U , 
~&E estimates the cost of Southwest supplies to be 

S2 .. 20/MMBF during the test period.. DRA estimates Southwest 
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1989, mainly on the oasis of estimates of South 
prices. 

ORA forecasts a noncoro WACOG of $ .97 cased upon a l2-
month historical average of spot prices at the california eorder 
provided. in the reports of Natural Gas Week. O:AA. states PG&E' s 
estimate relies too heavily on recent w ter prices, which tend to 
:be higher than average annual prices. As discussed above, OM. 
states the effects, of the El Paso ra e case on Southwest supplies 
cannot be inferred; from PG&E's dat TORN' supports ORAl's position. 

CIG estimated the notno WACOG to' be $1.82 for reasons 
presented in the previous sectio on the effects of oil price 
chanqes on gas prices. ' 
, We will adopt a nonc e WACOG of $1.90, consistent with 
our forecast of'prices for So~west spot supplies. Although $l.90 
is slightly below 1988 spot las pr1.ces,· we lJelieve the reduction in 

I • 

oil prices will continue to.~ive down the pr1.ce of spot gas. We 
note that spot gas prices ~ll s1.q.n1.f1.cantly during fall 1988 
following oil price reductfons. We also, ~1.nd that the adopted 
noncore WACOG is conservative in light of our forecast oil price, 
and' bears a reasonable rJlationship to it. 

4. TrIn'1t1gp COlt.! 
I 

In 0.8,7-12-039', we deteJ:mined that transition costs are 
those wh1eh: I 

, 0 'rook effeet before DecemDer 3, 198&~ 

'0 Were incJrred for the benef! t of all 
ratepayers; 

o Were in~nded to be recouped from all 
ratepayers; I 

I 
o Result in costs in ex~ess of a eur.rently 

reasonable level. ,I ' 
Among thos~ costs reeoqnized as transition costs areEl 

Pa~o l1.qui4s" Order 194/270 costs, take-or-pay for Rocky Mountain 
and canadian supplies, GEnA costs, and storaqe demand charqes, • 

'. I 
I ' 

I 
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supplies will Average $2.03/MMBtu, which is the average price 
during the period October 198·7 through September 1988. ORA bases 
its estimate, in part, on ORI forecasts which predict an almost 
equal probability of a slight rise in oil prices and a sharp' 
decrease in oil costs. Following PG&E·"s dlvulqing some priee 
information :!.n its contract with ENRON, ORA modified its estim4te 
upward to $2.l3/MMBtu. 

/\ 
PG&E critiCizes ORA's estimate because it sumes 1987 

prices will remain constant through 1990 and to take into 
account El Paso"s general rate case. 

Similarly, salmon/Mock believes's estimllte is too low 
given that 5·0% of PG&E' s Southwest supp~s will be purchased under 
long-term contracts at $2 .. 30/MMBtu. 7 

ORA responds that the ef:f.ects of the El Paso rate case 
cannot be inferred from PG&E's d~a. To this, TURN adds that the 
E1 Paso rate increase is SUbj~ to refund, and. that it is wrong to 
assume that gas purchasers,~s opposed to producers, will Dear all 
of the increase. TORN alsp· adjusted its estimate of Southwest gas 
prices--to S2.1S/MMBtu7-'fter PG&E pr.esented information about its 
long-term agreements. 

Half of PG&E's Southwest gas is purchased at $2.30. 
Consequently, the a~erage price of Southwest supplies would. be 
$2.2·O/MMBtu if t~' other half of the supplies averaged $2.10 MMBtu. V 
We find this amount high for spot gas given world. oil prices. We 

I 
also agree with TURN that the effects of the E1 Paso rate increase 
should not be/assumed to fall entirely on purchasers. We will 

I 
assume an a~erage price for Southwest gas of $2.10. This amount 

I 
assumes that Southwest spot prices will :be,. on average,. $1.90. 

f. / VOlwDe8 fr9!ll the PG't_l,iDQ 
jI Significant controversy arose during the hearings 

regar~ing capacity on PG&E's interstate line~. PG&E estimates 
/' ~ 

Canadian gas talces of 878 MMcf/day (or 320 Bef per year) in 198:9, V 

an amount significantly below total capacity and considerably less 
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Most transition costs were not disputed by the parties. 
cases, we adopt PG&E'S estimates as reasonable. Disput 
are d.iscussed below'. / 

a.. Storage-RelAted Cot:tl 

PG&E estimates storaqe-related transition Costs based on 
/ 

an annual forecast. ORA forecasts these costs based on a monthly 
/ average because storaqe-r$lated costs are booked. monthly on the 

basis of monthly core WACOGs and average ind.~try values. ORA 

believes forecasting accur~ ~equires an e~imate of seasonal spot 
price variations. PG&E responds that the~fferences in estimates 
are largely due to' differing gas price fQrecasts~ but that ORA's 
methodoloqy is contrary to' that develope-d in 0.87-l2-039 and. is 
sul:>ject to ;:eater uncertainty. -; , 

We aq:ee with PG&E that ~e ~ould not change our 
methOd.ology at this time.. We will urle PG&E'8 approach of we1qhtinq 

I 

average annual gas costs, based. on t:he costs we adopt in thJ.s 

order. L 
b. IQ. Palo Pilina at DRC 

PG&E proposes to establ sh an interest-bearinq deferred 
debit account to, track potentia1/ne~ transition costs which may 
result from FERC resolution of various El Paso filinqs. PG&E 

, I 
'proposes that disposition of any account balances ~ cOn.8idered. in 
its next ACAP. I 

CGP' aqrees, with P~&E1S proposal to defer resolution of' 
this issue until after FERC's rulinq is final. '.1!ORN 4r9Ues that 

I 
PG&E should not be qranted interest for these extraor~inary costs. 

I 
ORA does not take issue with PG&E's position but notes that the 
quantification and method fo: Ireeove:inq take-or-pay obligations 
will become highly controve:sial when they are known. 

, I 

We will adopt PG&E's proposal to establish a deferred 
debit 4CC:Ount, w:bJ.ch will :be. dons1dered. in PG&E's next ACAP. At 

I ' 
that time we will also dete:mfne the appropriateness of recovery of 

,interest on the balance.. \ , 
\ 
\ 

\ 
\ 
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than actual throughput in 1988. 'rhese estimAtes result in higher 
total gas costs since Southwest gas is more expensive than CanAdian 
gas. 

ORA, Salmon/Mock, 'rORN, CPG and CIG argue that PG&E is 
underestimAting the volume of takes on its PG'I' line and. 
overestimating those from the El Paso line. 

CPG agrees that reduced throughput over the PG'r line 
could occur if PG&E~s throughput estimates are adopted. It argues, 
however, that' constraints which would block ~ utilization of ' 
PG'r"s capacity und.er any scenario have no~en demonstrated. CPG V 
points out that PG&E has, in the pendingIPG'r rate case at FERC, 

/. 
stipulated to an estimate of 1,000 MMef/day, well above PG&E's ~ 

estimate in this case. CPG also c~ents that PG&E should have a v' 
special burden to demonstrate t~ it cannot carry greater volumes 
over the PG'r' line given its7e ~ing proposal at the CPUC to expand 
its existing system. 

OGS also points, out that PG&E is ignoring the PG'r rate 
/ 

case, and that PG&E is currently operating' the PG'rpipeline at full 
capacity. The CommissiO~, according to OGS., should. assume that the 

J 
PGT' pipeline will ope~ate at full capacity year round~ 

Salmon/Mock'agrees that PG&E has not provided evidence to 
demonstrate that it;lcannot operate the PGT line at full capacity_ 
Salmon/Mock proposes that the Comm.i.ssion adopt a forecast which 

, , 

allocates 50 MMcfjday for noncore customers in the northern portion , 
of PG&E's system/and 60 'MM.cf/daY of interutility t:ransportation of 

\ 

Canadian gas f~r customers in southern California,- in addition to 
the 878 MMcf/day forecast by PG&E. 

;' t 

PG&E responds that it cannot increase PGT takes without 
reducing below minimum capacity levels the takes from the El Paso 
line. PG&E :'also states that at hiqher volumes estimated. by ORA, it 
must pay higher commoc1ity costs for PG'r-gas 1:)ecause of increased. 
compressor': fuel usage .. 

" 
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5. BOR and GC-2' Bevenues . / 
PG&E estimates $4.1 million credit from t~ EOR market. 

ORA's forecastsS6.9 million, mainly 4S a result of differing EOR 
forecasts~ PG&& urges that if the Commission aa6pts PG&E's EOR 
forecast~ it should adopt its EORcredit. 

'tORN points out that PG&E's reven est.1m4tes do not 
include escalation rates which are include in contracts ~th EOR 
and GC-2 customers. 

Because we have adopted ORA's estimate of EOR throughput, 
we will adopt ORk's associated forecae of EOR credits in the 
amount of $6.9 million. We agree wi 'l'ORN tho.t a more accurate 
estimate of EOR and GC-2 revenues w ld 'include escalation factors. 
We will adjust the EOR and GC-2 re~nues using escalation factors 
of & .. 1% and 3.738%, res~tivelYf d. expect PG&E to· present 
escalated' numbers in'the future. 
c. Cost A1loeAtic:m 

Cost allocation is th process of assigning fixed and 
variable costs to· various customer classes. PG&E's core customers 

I ' 
include residential, small commercial, and larqe commercial 
customers. The remainder, in ludinq industrial, OEG, cogeneration 
and wholesale customers, are noncore customers. 

, ' 

1. VArtable CoI1jl 

~he pr~ vari le cost to PG&E is the cost of qas .. 
Under the Commission's new ~89Ulatory framework, large customers 
may elect to purchase gas dlrectly from suppliers or brokers and , 
ho.ve PG&E transport the qas. Alternatively, such customers may 

I • 
continue to purchase qaa f~om the utility at ta:iffed rates, which 
may change every two wee~ to reflect price and market changes. 

PG&E is at risk If 0: any mismatch that occurs between 
nonco:e costs ana rates efCept in the case of certain levels of 
NRSA balances which are rkove:-able for two years followinq 

\ 
implementation of our prog:ram. Core prices, on the other he.ncl, <to 

I 
not change frequently t<> ie:fl8Ct changes in gas costs. l'G&E 

\ - 40 -
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We agree with the parties who argue that PG&E has not 
demonstrated why it can transport less than ~he maximum capacity 
over the PGT' line during the test period~ PG&E'~ witness testified 
that average deliveries on the PGT' line were 1,009 'J!!J1cf/c.ay during 
January through November 1988. PG&E forecasts no transport of 
Canadian gas over the PGT" pipeline in 1989, and canaaian gas is 
less expensive than Southwest gas. We also note that PG&E has 
stipulated to· forecasts of full capacity over the PGT pipeline in 
the PGT' rate case.. Accord.ingly, we will adopt an estimate of 1,009 
MMef/day of Canad.ian gas over the PGT' pipeline ~~he test period~ 

3. Noncore !ACOG / 
As we deteXlllined in O.87-12-039.0he ~oncore portfo110· 

contains only short-term supplies with ices that are firm for up
to 30 days. PG&E estimated a none ore WACOG of $2.20 per MMBtu .for 
1989, mainly on the oasis of est' es of Southwest gas spot 
prices. / 

ORA forecasts a nonc~e WACOG of $1.97 based upon a 12-
month historical average of s~ot prices at the California bord.er 
provid.ed in the reports of ~tural Gas Week. ORA states PG&E'S , 
estimate relies too heavil,;.t on recent winter prices, which tend to· 
be higher than average ~ual prices. As discussed above, ORA 

I 
states the effects of t~e El Paso rate ease on Southwest supplies 
cannot be inferred fr~ PG&E's data. TURN suppo~s DRA's position. 

CIG estima~d the noneore WACOG to- be $1.82 for reasons 
presented in the pr9'vious section on the effects· of oil price 

I Changes on gas prices. 
We Will;!aaopt a noneore w.ACOG of $1.90, consistent with 

our forecast of ,rices for SOuthwest spot supplies. Although $1.90 
is slightly ~elow 1988 spot gas prices, we believe the reduction in 
011 prices wilt continue to drive down the price of spot gas. We 
note thAt spo"! gas prices fell significantly during fall 1988 
following o~J1l?rice reductions. We als~ find' that the adopted 

J 
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accounts for differences ~etween rates and co~s in its Purchased 
Gas Adjustment Account (PGA), a balancing a~unt which relieves 
PG&E of any risk associated with core gas c6sts. 

PG&E proposes, and ORA. concurs/that PGA account ~alances 
should . ~e allocated on an equal-c:ent9-~r-the:cm ba.8i5 to both core 
and core elect customers_ ' )I 

PG&E's proposed treatment of PGA balances is consistent 
with our previous orders and will ~adopted. 

2. liDd C2BtR :t' 
Fixed costs are those w 'ch a=e relatively stable and are 

generally incurred notwi~hstand' g the volumes of gas flowinq 
through the utility'S system. I 

In 0.86-12-009 and subsequent orders, we established cost 
I 

allocation principles for PG&E!s fixed costs. PG&E does not 
propose any changes to· adopted methods for allocating fixed costs. 
Such costs include those a8so~iated with distribution, 

I 
transmission, storage, and Admoinistrative and. general expenses • , 

A_ Negotiated Revenue StAbll1ty 
AcCO'!1Dt (mAl Ba!LMce. 

f 
~he NRSA tracks recovery of revenues associated with 

I 

fixed costs allocated to the noncore market. As of November 1988, 
the NRSA ~alance was zero! OUrinq periods when the balance is 

j 

neqative, PG&E proposes that NRSA undercollections be allOCAted on 
I . 

an equal-c:ent8-per-~heJ:]Jl {bAsis to- all customer classes. It uses 
this method because its result approximates. the same result that 

I . 

would have occurred. had. ~he ori9'inal estiJnate!l of revenues a.ncL 

expen8es been correct.. I 
DRA proposes that they ))e ~ased on an equAl percentage of 

I 

fixed cost revenue. ORK'makes this :ecom=endation because the 
I . 

Commission has traditionally used such ~ allOCAtion method for 
I 

fixed cost underrecoV'e~.. ORA believes the equal percentage of 
fixed cos~ alloc4~ion 4pprox1m4tGs the rate st%Ueture that would 

I 

have resulted 1f noncor~ throughput had been correctly forecast • 

'I 

I , ~ 
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noncore WACOG is conservat1ve 1n light of our forecast oil price, 
and ~ears a reasonable relationship ~o it. 

4. =Msition Cogts 
In D.8'7-l2-039, we cietermineci that transition costs a:e 

those which: 
o lJ:'ooK effect befoX'9 December 3, 1986; 

o Were incurred for the benefit of all 
ratepayers; 

o Were intended to be recouped. from all 
ratepayers; 

o Result in costs in excess of a curr~ 
reasonable level. /' 

Among those costs recognized. as ~nsition costs are El 
Paso liquids, Oroer 94/2.70 costs, take-o~ay for ROCky Mountain 
and. Canadian supplies, GEDA costs, ancVs'to~age demAne!; charges. , 
Most transition costs we:-e not d'ispUJt.ed by the parties. In those 

." 
cases, we adopt PG&E's estimates ~S reasonable. Disputed issues 
are d.iscussed :below. II' . 

a. Storage-Related Cosri 
PG&E estimates storage-related transition costs based. on 

an annual forecast. ORA fo~ecasts these costs basea on a monthly 
/ 

average because storage-related costs are booked monthly on the 
,/ 

basis of monthly core W,ACOGs and average industry values~ ORA 
believes forecasting accuracy requires an estimate of seasonal spot 
price variations. PG&E responds that the differences in estimates 

; 

are largely due to'differing gas price forecasts, but that DRA's 
.' 

methodology is contrary to that developed in 0.87-12-039 and. is 
'. 

subject to qreat~r uncertainty. 
We aqr'ee with PG&E that we should not change our 

methodology at/thiS time. We will use PG&E's app:coach of weighting 
average annuai gas. costs,- based on the costs we adopt in this 

/ orcler • 
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It also mitigates the destabilizing effects of 
customer rates. 

OGS supports ORA's proposed allocation si e it mimies 
the actual cost allocation which would have occur: d if the demand 
forecast had been correct. 

CIG proposes that NRSA balances be al ooated only to core 
customer3. ~o allocate these balances to the one ore will only 
exacerbate the pro~lem that created the unde ollection. As a 
matter of fairness, the NRSA balance should not be allocated to the 
noncore because those who will end up pay q for it will be default 
eustomers: other non~ore customers Wi11· e able to negotia~e 
around it. . . 

'r'O'RN recoramend.s that the ent e balance be initially 
allocated to the noncore market on an Jqual-eents-per-therm basi3. 
~ a:rgues that the CA. model will ant:! up' allocating certain fixed 

, I 
costs to core customers anyway, and noncore customers will never 
pay more than their value of servicef It would be unfair for core 
customers to pay noncore fixed costl.thrOUqh the allocation of NRSA 
balances and through the discount adjustment process, especially 
when the costs involved were oriq~lly alloc~ted to the noncora 

, / 
class.. 'r'O'Rlf also argues that cow fixed costs are allocated only 

I . 
to core. As a mAtter of fa1rnes! TURN believes the entire NRSA 
balance should be allocated to the noncore. 

'We' will adopt PG&E's /method010qy because we believe :f.t 
approx1mates the same result that would have occurred had oriqinal 

I . 
estimAtes of revenues and e~nses been correct. We reject TORN's 

I 
proposal because :f.t would effectively change our allocation 

I methodology, ae8uminq NRSA undercollections occurred because of a 
I 

mismatch between forecast aS8umptions And actual experience. 
I 

l>. TAJce.:or-PAy T'mD.1t.1cm <:Pit; , 
J 

Take-or-pay tr ition costs are allocated on an equal-
c:ents-per-thex:m basl.s·-and are recovered th:oug'h volumetric rates • 

- 42 -.. 
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b. 11 Paso liling8 At fiRC 
PG&E proposes to· establish an interest-bearin 

debit aceount to track potential new transition costs/whiCh may 
result from FERC resolution of various· El Paso, filix;9s... PG&E 
proposes that disposition of any account balan:t.es considered in 
its next ACAP. 

CPG agrees with PG&E's proposal to· d er resolution of 
this issue until after FERC' s ruling is finaJ.i. 'l"O'RN ar9Ues that 
PG&E should not be granted interest for thte extraordinary costs. 
DRA does not take' issue with PG&t's posit~on but notes that the 
quantification ana methoQ for recoveringltake-or-pay obligations 
will become highly controversial when they are known. 

I We will adopt PG&E's propos 1 to establish a deferred 
Qel:>it aecount, with interest, which 11 be eonsidered .in PG&E's 'f 
next ACAP. 

5. lOR and. GC-2 Reyenue" 
PG&E estimates $4.1 m~lion credit from the EOR market • 

DRA's forecasts $6.9 million, ~inly as a result of differing EOR 
forecasts. PG&E urges that .il the COmmission adopts PG&E' s tOR 
forecast, it should adopt it' tOR credit~ 

'I'TJRN points out fAt PG&E' $ revenue est.iJn4tes· do not 
include escalation rates w ieh are included in contracts with EOR 
and GC-2 customers. 

Because we hav~ adopted ORA's estimate of EOR throughput, 
we will adopt ORA's as,ociated forecast of EOR credits in the 
amount of $6 .. 9 millionj. We aqree with ~ that a more accurate 
estimate of EOR and ~-2 revenues would include escalation factors. 
We will adjust thetR and GC-2 revenues using escalation factors 
of 6·.1% and 3 .. 73S%, respectively, anQ expect PG&E to present 
esealated numbers n the future .. 
c. ,cst AllWA:t1sk 

Cost allocation is the process of assiqnin9 fixed and 

variable CO"7<> variou" cu,,:o~ _ cla"ses.. PG&&' s c<>re customer • 
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b. £1 Paso Pilings at;EgBC 

PG&E prop~ses to- es~ablish an interest-bearing deterred 
debit account to track potential new transition costs which may 
result from PERC resolution of various El Paso filings. PG&E 
proposes that disposition of any account balances be considered in 
its next ACAP .. 

CPG agrees with PG&E's proposal to deter resolution ,of 
this issue until after PERC's ruling is final.. TORN argues that 
PG&E should not be granted interest tor these extraordinary costs .. 
DRk does not take issue with PG&E's position but notes that the 

quantification and method for recovering take-or-pay obliqations 
will become highly controversial when they are known. 

We will adopt PG&E's proposal to- establish a deferred 
debit account, with interest, which will be considered in PC&E's 
neX"C AC;";? 

s. EOR..,Md...GC-2- Revenges 
PG&E estimates $4.1 millio EOR lIlarket .. 

ORA's forecasts $6.9 million, main) as a result of differing EOR 

forecasts. PC&E urges that it t~ commission adopts PG&E's EOR 
; 

fcrecast, it should adopt its EOR credit. 
. / . d 

~t~ pOlnts out t.~~t PG&E's revenue estl~ates 0 not 
include escalation ratesZh '!ch are incluaed in contracts ·,.,ith EOR 

an~ GC-2 euztomers. 
Because we hav- adopteQ DRA'$ estimate of EOR thrQU9hput, 

we will a~o~t ORA's assdbiated forecast of EOR creait~ in the 
a:rnount of $6 .. 9 million! We agree with TOF.N that a more accurate 
estimate 0: EOR and Cd-2 revenues wouldincluQc escalation factors. 

I 
We will adjust the EaR ana GC-2 revenues using escalation factors 
of 3.4% and 3.738!'o, /respectivelY, and expect- PG&E to present ../ 
escalated numbers ~ the future. 
c. <;0$ }\119C:Mi2~ 

I 

Cost alroca~ion is the process of assiqninq fixeQ anQ 
varia~le costs to var:LOus customer classes.. PG&E's core customers 
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In 0.87-12-039, we recoqn1zed. that the potential maqn1tude Qf these 
costs could require alternate t~eatment. ;I 

, In this case,. these costs are very small. Accordinqly, 
/ 

we will continue the current method. of reco7e inq them. 
3. EOR Re'!enQt8 

PG&E proposes to allocate EOR re~enues ~ an equal 
percentage of base f.ixed. costs or rDArf:jinl As ORA poil'l:c.s out, we 

. / 
re~ired., in O~87-12-039, that such co~ts be allocated. on an equal 
percentage of fixed. costs. We will no~ change this allocation 

/ 
principle at this time.. For the purposes of allocating EOR 
revenues we use ORA's. definition of ;fixed costs as the collective 
sum of base revenue fixed. costs, 1nterutility creclits, pipeline 

I 
demAnd. charges, gas storage car:cywq costs, LOAF and GD'O' expenses I 

I 
as shown in Appendix S, Table 6- and d.etailed in part in Appendix :S, 

'I'able 7. / 

4. Cogeneration Shortfall Account 
I 

a. 1l1oeat~9D of Dndereo11ec't.19D8 
r 

The Coqeneration Shortfall Account (CSA) is a balanCing 
f 

account established to acco~t for a revenue shortfall occurring 
when coqenerators pay les~ ~ the average 'O'EG rate because their 
otherwise applicable rate its/ temporarily lower. There is no. 
undercollection in the CSA at this time. , 

PG&E recommends a!locatinq CSA bal4nces to all customers. 
ORA and CCC object to thisfallocation and point out that the 
COzamission, in 0.87-05-046 d1:ected. that Shortfalls should De 
distributed to the UEG Cl~s to promote efficient production of , 
electricity and on qroundS of equity. 

I 

TORN proposes elimination of this aecount on the g'X'ouncl5 , 
that it provides too muc.b1 pro1:ection to· the utility. If it is nO'!: 
el;miMted., TtmN proposeJ that undereolle<:tions be recovered. from , , 
UEG and coqeneration. customers. , 

SCE supports PG&E"'8 propoS41 on the qrounds that this. , . 

"subsidy" to eogenerators is based· on the presumed benefits of More 

I 

\ 
\ 
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include residential, small commercial, and larqe commercial 
customers. The remainder, including industrial, UEG, cogeneration 
and wholesale customers, are noncore customers. 

1. Variable C28t8 
The primary variable cost to- PG&E is the cost of gas. 

Under the Commiss1on's new regulatorY framework, large eustomers 
may elect to' purchase gas directly from suppliers or :brokers and 
have PG&E transport the gas. Alternatively, such customers may 
continue to purchase gas from the utility at tariffed rates, which 
m4Y change every two weeks to reflect price and market c~es'~ / 

Core prices, on the other hAna,. do not chan9'~equently 
to' reflect changes in qas costs. PG&E accounts, fo~c:t!fferences 
between rates and costs in its Purchased. Gas Adj~ent Account 
(PGA), a balancing account which relieves PG&~f any risk 
associated with core gas costs. /' 

PG&E proposes, and DRA concurs, rat PGA account balances 
should ~ allocated on an equal-conts-~-ther.m basis to both core 
and core elect customers,. "/ 

PG&E's proposed treatment of PGA balances is consistent 
wi th our previous orders and. will bff ad.opted. .. 

2. fixed Costs / 
Fixed costs are those which are relatively stable and are 

generally incurred notwithstand~g the volumes of gas flowing 
throuqh the utility'S system. ~G&E is at risk for any mismatch 
that occurs ~etween noncore costs and rates except in the case of 
certain levels of NRSA balan~s which are recoverable for two years 

I 

following tmplementation of fur program. 
In 0.86-12-009 and subsequent orders, we established cost 

I 

allocation principles for PG&E's fixed costs. PG&E does not 
propose any changes to ad9Pted methods for allocating fixed costs. 
Such costs include those associa'ted with d'istril:>ution, 
transmiSSion, storage, and administrative and general expenses • 
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. // 
efficient 'overall qas usaqe through the cogeneration p:ocess. 

/ 
Since those Oenefits accrue. to all customers, all customers should 
pay the subs1d.y. /. 

We will adopt ORA and. CCC' s rec:ommendAt.1on to allocate 
shortfalls to the OEG class for the reasons w~d.opted. this 
practice in 0.87-05-046. I~ response to SC~ comments, we believe 
it more appropriate to pric~ services ~as,c( on cost in ord.er to 
send. appropr1ate signals reqard.ing use r~her than to allocate 

I 
costs on the basis of incid.ental and w1Cely d.ispersect benefits of a 

technology. i: 
We will not eliminate this account at this time~ as TORN 

suqqests. However, we believe tha as PG&E's compet.itive post.ure 
improves und.er our new requlatory/proqram, 1t may be AppropriAte to 

eliminat.e this and. similar ACCOunts d.esiqned. to protect the utility 
during this transition period. .. / 

b. Proposed Accounting Change to eGA , 
, PG&E requests that fhe COmm.iss~on approve a modif1cation 

to the CSA. 'Dnd.e.r its propo/al, PG&E would. ])ook the d.if£erence 
between revenues at the ad.0ft.ed average 'OEG rate and. the average 
rate actually paid. under/existing practice, 'PG&E books the 
difference between cogeneration revenues at the actual UEG average 

I ' 
rate and the otherwise applicable schedule, whenever the latter is 
lower,,, / ' 

PG&E argues that the current accounting' method leads to a 
I 

shortfall because 'of ~ferences between forecasted revenues and 
actual revenues occurring due to weather. 'Onder our rules, 

I 
cogenerators may purchase gas out of either OEG tariffs or 

I ' 
otherwise applicable rates.. During' a dry year, rates for the UEG 
, J 

class fall ,below those forecasted,(Decause demand is higher and 
fixed costs are spreJd. over larger vol'llllles than expected). When 

I 
OEG rates are lower than other rates applicable to coqenerators, 

I , 

those customers use the OEGrate, leading' to· a shortfall from them. 
I 
I 
I 
I 

I 
.. 

\ 
\ 
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A. NegotiAted: Revenue Stability 
Account (NRSA) Balances 

The NRSA tracks recovery of revenues associated with 
fixed. costs allocated. to the noncore market. As of November 1988, 
the NRSA balance was zero. OUrinq periods when the balance is 
negative, PG&E proposes that NRSA und.ercollections be allocated. on 
an equal-cents-per-ther.m basis to all customer classes. It uses 
this method. because its result approximates the same result that 
would. have occurred. had the original estimates of revenues and. 
expenses been correct. 

ORA proposes that they be based on an equal percentage of 
fixed cost revenue. ORA makes this reeommendation becaus~he 

./ 

CommiSSion has traditionally used such an allocation method for 
fixed cost underrecovery. ORA believes the equal pe~centage of 

'" fixed cost allocation approximates the rate st ure that would. 
have resulted. if noncore throughput had. been rrectly forecast. 
It also mitigates the destabilizing effects of inereasing large 
customer rates. 

OGS supports DRA's proposed location since it mim.i.cs 
the actual cost allocation which wou have occurred if the demand. 
forecast had been correet. 

CIG proposes that NRSA alances be allocated only to core 
customers. To· allocate these b ances to the noncore will only 
exacerbate the problem that cr ated the undercollection. As a 
matter of fairness, the NRSA alance should not be allocated to the 
noncore because those who w 11 end. up paying for it will be default 
customers: ustomers will be able to negotiate 
around it .. 

TURN recomme s that the entire balance be initially 
allocated to the nonc~e market on an equal-cents-per-therm basis. 
TORN argues that thO/OA model will end up allocating certain fixed 
costs to core customers anyway, and. noncore customers will never 
pay more thAn their value of service. It would. be unfair for eore 
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PG&E forecasts that it will lose about $5.0 million 
" between May and Oece~er 1988 as a :esult of this effect. 

Aceordingly, PG&E requests that the Co~ssion ~~ooth the year-to
year effects of the adopted cost allocation an~rate desiqn 
pol.i.c1es on cogenerat.i.on gas transport4tion rvenues.. which occur 
because of weather. In the alternative, P~E states forecasting OF 
gas prices would take care o·f the problemt This. approach is being 
discussed between PG&E and OFs. ~ 

Other part1es to the proceeding object to PG&E's 
proposal. TURN points out that d.ur1d9- a d.:y year, PG&E mJj,y lose 
reven~es from coqenerators, but it~revenues from OEG customers 
increase. ORA Objects to· the proposal beeause the modifieation 
would reduce risk to PG&E and inofease risk for its ratepayers. 

I 
According' to ORA, PG&E is al:eacly protected: f:z=om und.errecovery of 

I 

'noncore revenues by way of the JNRSA account and that potential 
losses durinq some years woulci be offset during others. PG&E 
should., not be granted .i.ncrea~ regulatory, protections six months 
after the new proqram has been put into place. CCC and. tlGS also· 
oppose PG&E' 15 proposal.. j 

We will not aclop PG&E' s proposal. We agree with ORA ~ 
TaRN thAt the m0d1ficatioJeffeet1vely shifts risk from PG&E'to 
core customers.. The ris'k/ PG&E ew:rently beus for a cogeneration 
shortfall is not excessive and is offset ~ potential gains from 
UEG customers cluxinq a airy yeu. FUrther, the probability of 
losses 1n some years is/Offset ~y the pro~aDility of gains in 

o'thers. / 
We remind PG&E that our prog%amwas developed to' provide' 

I ' 
improved incentives for efficiency for PG&E and ad.ditional 

I 

opportunities to benefit from competition. IncreaseC protections 
I . 

in qas markets will Only be gr4A'tecl where significant har.m would 
I 

otherwise result to sha:eholders or ratepayers.. Whether OF qu 
prices are based on t. forecast 15 an 1ssue wDJ.ch JlJ4y be consid.ered. 
1n other Commission rroeeedJ.ncIs and .... need 1101: a<ldr ... s 11: her •• 

I 
! , 
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'. 
customers to pay noncore fixed costs through the allocation of NRSA 
balances and thr~uqh the discount adjustment process, especially 
when the costs involved were originally allocated to the noncore 
class. TORN also argues that core fixed costs are allocated only 
to core. As a matter of fairness 'r'URN believes the entire NRSA 
balance should be allocated to· the noncore. 

We will allocate all NRSA balances to the noncore, as 
TORN sugqests. We believe this allocation is fair because we have 
allocated all core fixed cost balances to· the core. By so dOing, 
we do not change dllocations between the core and non~ore. 

b. M,-or-Pay Transition Costs / 
Take-or-pay transition costs are alloc~d on an equal

cents-per-ther.m basis and are recovered throu9~01umetric rates. 
In 0.87-12-039, we recognized that the poten~l magnitude of these 
costs could require alternate treatment. / 

In this case, these costs¥ arv ry small. Accordingly, 
we will continue the current method of ecovering them • 

3. BOB ReYeMet! 

PG&E proposes to allocate~OR revenues by an equal 
percentage of base fixed costs or ='rgin. As ORA points out, we 
required, in 0.87-12-039, that su~ costs :be allocated on an equal 
percentage of fixed costs, that,cs, base costs plus pipeline demand 
charges. We will not change is allocation prinCiple at this 
time. 

4. CogeneX'9.tion Shortfal'l Account 
I 

a. A119Co.:tion of Dnde:rc;olleetions 
I 

. The Cogeneration fhortfall Account (CSA) is a balancing 
account established to account for a revenue shortfall oceurring 
when cogenerators pay lesi than the average UEG rate because their 
otherwise applieable rate/iS temporarily lower. 1here' is no 
undercollection in the eSA at this time. 

t 
PG&E recommends allocating CSA :balances to all customers. 

ORA and CCC object to thls allocation and' point out that the 
. J 

I 

I , 
I 

I 
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s. Oil Burn C;eslit fo; Cogeneraton / 
OGS proposed a mechanism to addXess th~ ~fects of 

economic oil ~urns on cogeneration rates. Under current policy, 
I 

PG&E switches from gas to oil whenever oil is Qheaper thAn the 
incremental cost of gas (even though 0.1.1 may bI more expensive than 

J 
the core WACOG). As th:l:ouqhput dx'ops,. cogene=at.1.on gas rates 
increase to pick up' fixed costs allocated to/UEG and cogeneration 
customers. / 

DGS proposes that during months/when economic oil burns 
occur, the cogeneration gas rate should be developed: by div1ding 
qas fixed costs by throuqhput inClUding/both qas and oil burned. for 
economic reasons. According to OGS, such a mechanism would put 
coqenerators 1n the same position as ~ey, would be .in if PG&E 

operated under a "two-c:ompany" policy. 'Onder a two-c:ompany policy, 
PGUE would. burn oil only when the oil price was less than the core
elect WACOG, resulting in fewer Oil/burns. 

PG&E objects to DGS;'s proposal on the q:ouncls that the 
Commission has reCOgnized that the/actual average rate paid by tTEG 
customers (and. therefore coqeneraJion customers) will vary monthly 

, I ' 

accord.inq to mAny factors, iliclud..i.ng weather conditions. OGS' 
proposal, accordinq to- PG&E, is obe-sicled. and insulates 

'I . 
coqenerators from· one factor that can increase their rates. If OEG 

I 
rates· are higher than otherwise appl.1.cable rates, cogenerators may 
switch schedules. / . 

SCE also objects to OGS' proposal. SCE states the 
I 

distort.1.on between coqenerator.and tTEG rates is not due to the 
"one-c:ompany" policy but rather/.due to- distortions caused by PG&E's 
demand charges. I 

We will not g.rant OGS' request to' chanqe accountinq for 
economic oil burns.. We develoJ?ed, the one-eompany pol.icy because .it 

. I 
results .in the most efficient use of resources. The fact that it 

I 
is not applied across companies, like Southern californ1a E4ison 

• I and Southern Call.fo:cnia Gas, does not maJce .i. t unfair. The 

.. - \46 -
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Commission, in 0.87-05-046, direc~ed ~hat shortfalls should ~e 
distributed to the OEG class to promote efficient produetion of 
electricity and on grounds of equity. 

TURN proposes el~ination of this account on the grounds 
that it prOvides too much protection to· the utility. If it is not 
eliminated, TORN proposes that undercollections be recovered from 
UEG and cogeneration customers. 

SCE supports PG&E's proposal on the grounds that this 
"s~sidy" to cogenerators is based on the' presuxned benefits o~ 
efficient overall gas, usage through the cogeneration proee 
Since those benefits accrue to all customers-, all custo rs should 
pay the subsidy. 

We will adopt DRA and CCC's reeommendati to allocate 
shortfalls·to the UEG class for the reasons we a pted this 
practice in D.87-05-046. In response to SCE's comments, we believe 
it more appropriate to price services based n cost in order to 
send appropriate signals regarding use ra er than to allocate 
costs on the basis of incidental and wi ly dispersed benefits of a 
technology. 

We will not ccount at this time, as TURN 
suggests. However, we believe tha as PG&E's competitive posture 
improves under our new regulatory program, it may be appropriate to 
el1minate this, and similar acco ts designed to protect the utility 
during this transition period.!' 

b. Proposed' Accountinclchonge to' Cn 
PG&E requests that/the Commission approve a modification 

to the CSA. Onder its propbsal, PG&E would boo)c the difference 
~etween revenues at the adopted average OEG rate and the average 
rate aetually' paid. und~ existing practice, PG&E books the 
difference ~etween coge~ration revenues a~ the actual UEG average 

/ 
rate and the otherwise tPPlic@le sehedule,. whenever the l,atter is 

lower. ( 
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converse--that coqenerators receive a winQ£al from a two-company 
poliey--coulQ also be t:ue~ ~ 

In aQQition, DGS' proposal wOulQ,/require us to reallocate 
revenues from cogenerators to· other clas~s of customers, wh1ch~e 
will not undertake in this ACA:P. Finally, cogenerators may st.ill 
opt to· use the otherwise applicable industrial rate when OEG rates 
increase. 7 

&. Pi.peline pemancl Cht.rqQ! 

PG&E requests that the Commission allow balancing account 
treatment of pipeline demanQ Charg!es. We turned down this request 
in 0.87-12-039, stating that we wOUld not adopt any further 
quarantees for the recovery of ..J,.ese costs. We will not reverse 

I 
our policy on this issue. We wfll, however, adopt PG&E's forecast 
estimate of $174.8 million for/this expense. 

7. Storage Inventory CN:rving' Costs 
I 

PG&E reques~s balancing account treatment for storaqe 
inventory C4r2:yinq costs assdeiated with the noncore market. In 

I . 
G-2787, we adopted a balancing account for this cost, and will 
implement it in this order. I 

s. Rav8DU8 Sbortfall.s Result:l.ncJ 
rrs:. ReA,.1g"MAt of Core CUItOMr' 

In G-2796, we ~ected PG&E to track revenue shortfalls 
I 

resulting from transferring' core customers to noncore status. We 
I 

stated. we would. c1ete:cm.ine 'b:eatment of those shorefall'S in this 
proceed.inq. I 

'l'ORN proposes that theM revenue shortfalls be sha:ed 
equally between ratepayersl and. shareholders,. Accord..inq to TURN, 
this would give the utili11 the incentive to adjust its cost 
allocations t~ capture the reassignment of such customers as 

I . 

quickly as poss1l:>le.. once such customers are treated: as Doncore 
for cost allocation, 'ther~ would no- .10n9'er :be a:ny ongoing' impact on 
the core l:Ialancing' account\.. 'rORN ad.d.s· ,that the shortfall from the 

I 

.' \ 
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PG&E argues that the curren~ aecount1nq method leads to· a 
shortfall because of differences between foreca$ted revenues and 
actual revenues occurring due to weather. Under our rules, 
coqenerators may purchase gas out of either UEG tariffs or 
otherwise applicable rates. During a ~ year, rates for the UEG 
class fall below those forecasted (because demand 18 h1qher and 
f1xed. costs, are spread over larqer volumes than expected.). When 
UEG rates are lower than other rates applicable to cogenerators, 
those customers use the UEG rate, leading to- a shortfall from them. 

PG&E forecasts that it will lose ab,OU-t $5 .. 0 million 
/ 

between May and December 1988 as a res~ut this effect. 
Accord.ingly, PG&E requests that the Comm ssion "smooth the year-to
year effects of the adopted cost alloc ion and rate d.esign 
policies on cogeneration q4S transpo ation revenues~ which occur 
because of weather. In the altern ive, PG&E states forecasting QF 
gas prices would take care of the roblem. This approach is beinq 
d1seussed be~ween PG&E and QFs. 

Other parties to the proceeding object to PGScE's 
proposal. TURN points out t t during a dry year, PG&E may lose 
revenues from cogenerators, ut its revenues from OEG customers 
increase. ORA objects to he proposal ~cause the modification 
would reduce risk to- PG& and. increase risk for its ratepayers. 
According to ORA, PG&E' already protected from underrecovory of 
noncore revenues by wa of the NRSA account and that potential 
losses during some ye rs would be offset during others. PG&E 
should not be qrantecr increased. regulatory protections six months 
after the new progr~ has been put into place. CCC and DGS also 

/ oppose PG&E's prop05al. 
/ 

We will pot adopt PG&E's proposal. We agree with ORA and 
TORN that the mod.lf1cation effectively shifts risk from PG&E to 
core customers. frhe risk PG&E currently bears for a cogeneration 
shortfall i8 not/~xceSsive and is offset by potential gains from 
OEG eustomers d.urinq a ~year. Further, the probability of 

/ 
- 47 -
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, , . . 

PG&E since the Commission r~je,cted that contract~ Resol~tion 

G-281S. / 
PG&E believes TORN's proposal is un~ir and illoqical. 

Since revenues received from reassigned cust mers continue to be 
recorded in core balancing accounts, there is no windfall for 
shareholders through the noncore gas fix cost account. Core 
customers are actually better off as a sult of reassignment than 
they would have been without it becausl they continue to receive' 
some revenues rather than none. 

While shared losses may p vide some incentive for the 
utility to reduce costs, we agree th PG&E that the value of the 
incentive is outweighed by the is e of fairness.. 'rhe existing 
accoUnting treatment for custome who have transferred. to noncore 

I 

status is reasonable and generlY consistent with our program. 
D. Rate 'Design' , , 

Generally, the parti s applied the rate design principles 
establishecl in 0,.8.7-12-039. "hey also applied the conceptual 
framework for baseline rates Adopted. in 0.88-10-062... Our final 
rate design is presented' in Appenclix C. . 

1., Dueline Bates I 
, PG&E proposes' to fet residential rates so,thAt the 93.7% 

differential between tierS/iS consistent with thAt adopted in 
0.88-10-062. ORA generallr agrees' with this rate. design proposal, 
but recommends reta1ninq'1fhe $·.40 per therm. di~ferential :between 
Baseline and 'rie: II adop~ed in 0.88-10-062. ORA notes that using 
PG&E's percentage d1ffer~nce will result in a rate spread of about 

I 
$.44, an 4mount the Commission rejected in its baseline order. 

I 

We will adopt ORA's proposeC $.40 per ther.m differential. 
as reasonable and consi~nt with 0.88-10-062 and SB 987. 

I 
2. Slicer and Winter CO arciN RAtes 

PG&E proposesi a 35·'· cU.fferenti41 between sUmmer 4nd 
winter c:ommerC:ial rates.. Ac:c:orclinq to, PG&E,. this differential was 

48: -
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losses in some years is offset by the probability of gains in 
others. 

We remind PG&E that our program was develope4 to provide 
improved incentives for efficiency for PG&E and ad4itional 
opportunities to benefit from competition. Increased protections 
in gas markets will only be granted ~here significant harm would 
otherwise result to· shareholders or ratepayers. Whether QF gas 
prices are based on a forecast is an issue which may be considered 
in other COmmission proceedings ~4 we need not address it here~ 

S. Oil Burn Credit for C2sener'ton 
OGS proposed a mechanism to address the effects of 

economic oil burns on cogeneration rates. O~r current policy, 
PG&E switches from gas to oil whenever Oillls cheaper than the 
inc:remental cost of gas (even though o.tVmay be more expensive than 
the core WACOG). As throughput drop~cogeneration gas rates 
increase to reflect the higher OEG rates from two months 
previous. ~ 

OGS proposes that during months when economic oil burns 
occur, the cogeneration gas ra~ should be developed by dividing 
gas fixed. costs by throughput/including both goas and oil l:>urned for 
economic reasons.- Accordin~to OGS, such a mechanism would put 
cogenerators in the s~e ~sition as they wou14 be in if PG&E 
operated under a "two-company~ policy_ Under a two-company poliey, 
PG&E would burn oil only.iwhen the oil price was less than the core
elect WACOG, resul tinq lin fewer oil burns., 

PG&E object/to OGS's proposal on the grounds that the 
COmmission has reeo~zed that the actual average rate paid by UEG 
customers (and there/fore cogeneration customers) ~ill vary monthly 

I 

according to many :f.4ctors, includ.ing weathErr conditions. OGS' , . 
proposal, aecQrd.i.ng to· PG&E, is one-sided and insulates 

I 

cogenerators from/one factor that. can increase their rates. If UEG 
rates are h.i.9her/than otherwise applicable r&tes, cogenerators may 

I' switch schedule8)~ 
I 

- 48 -
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adopted. by the Commission in 0.87-12-039, and in ecoqnition that 
the actual winter/summer differential appeared 0 be more than 35%. 

TORN characterizes this differentia as "excessive," 
ob~erving that P~&E appArently allocated' all d,.istribution relatec1 
costs exclusively to- the winter period. ~ Argues that 
distribution facilities must be in place~o serve load all year 
long. Accordingly, the differential in/~ost attributable to, pea~ 
usage should be allocated as a winterj0nly cost component to' avoid 
plaCing an undue burden on seasonal c:Onune:rcial customers. 

/ 
ORA concurs with PG&E's m~hod as :reasonable and 

consistent with 0.87-l2-039. wew1~l continue to use the practice 
adopted in that order. / 

3. TaJce-or-Pay and E1 Paso 
Direct Bill BalAnCing Account 

I 
ORA. and OGS propose that the take-or-pay and. El Paso 

'direct bill balanc1ng accountS/ShOuld be collected volumetrically 
to encourage the utilities to/negotiate the best rate with 
pipelines. We believe th1s is reasonable approach and will reflect 
it in our adopted rate desi~. 

4.. '.rraua.itiOD. COst aDd /I:IIlplfD8D.tatS...O'tl 
JIAlADcing JccO\JPt SWs;hargeI 

PG&E proposes ~t it be'pe~tted to discount Transition 
I 

Cost and Implementation Balancinq Account (1'C/lBA) surchUges. 
PG&E believes this additiohal -flex:Lbility will allow it to retain 
load .. I 

ORA. o.nd' TORN support this proposal. ORA states that 
PG&E, if granted this fl~x1bill. ty, be required. to (1) book 
negotiated revenue above/VAriable and customers costs first, to 
implementation and, transr£, tion accounts; and (2) apport.:l.on necessary 
discounts to all accounts pro, rata so that its ~antee to, ' 
eventually recover rema~ninq balances can be scrutinize4 on an 

I . 
Account-by-account basis. 'r1JRN suppo:r:t~ ORA's recommendations. 
PG&E does not object toltbem .. 

.. - 49 -
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SCE also objects to, DGS' p~oposal. SCE states the 
aistortion between cogenerator and OEG rates is not due·to the 
~one-company~ policy but rather due to distortions caused by PG&E's 
demand charges. 

We will not grant DGS' request to change accounting for 
economic oil burns. We aevelopea the one-company policy because it 
results in the most efficient use of resources. The fac~~ it 
is not applied across companies" like Southern Califo~a Edison 

,/ 
and Southern california Gas, does not make it unfa ~ The 
converse--that cogenerators receive a windfall 
policy--could also be true. Under existing 1cy, cogenerators 
may still opt to use the otherwise applic e industrial rate when 
UEG rates increase. 

6. Revenue Shortfalls Reault.iDg 
. s 

In Resolution G-2796, we ctfrected PG&E to 't.rack revenue 
shortfalls resulting from transfe~ing core customers to noncore 

I 
status~ We stated we would determine treatment of those shortfalls 
in this procoeding_ ~ 

TORN proposes that t~ese revenue shortfalls be shared 
equally between ratepayers a'd shareholders. According to TURN, 
this would give the utilitt:he incentive to adjust its cost 
allocations to captu~e the eassignment of such custome~s as 
quickly as possible~ Once such customers are treated as noneore 
for cost allocation, there would no longer be any ongoing impact on 

l 
the core balanCing aecount. TORN adds that the shortfall from the 
Stone Container Corporat!~n contract should be borne entirely by 

J 
PG&E since the Commission rejected that contract in Resolution 
G-2S:lS. f 

PG&E,believeslTURN's proposal is unfair and illogical. 
Since revenues received from reassigned customers continue to· be 

I 

recorded in core ~alan7in9 accounts, the~e· is no windfall for 
shareholders through the noncore gas fixed·cost account. Core 

I 

f 
! 
I 
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We aqree that the additional flexibility PG&E requests 
may reduce load loss. We will adopt ORA's suqqestions re~dinq 
associated accounting principles. 
E. Reyenpe Requ1rell!lent' 

1. Balancing Account Balances 
The parties aqreed that we should use the latest 

available information regarcU.ng balancinq account balances. On 
February 9, 1989, PG&E filed an update of balanC;Cng account amounts 
including the PGA as of JanuaJ:y 31,. 1989'. The linal amount is 
$205.2 million, wlUch is to :be amortized. over ;one year with the 
exception of the core and. noncore implementaiion balancing 
accounts, which are to :be ,amortized. over 16/months. 'rhe balances 
are presented in Appencli.x B" Table 6·. / 

PG&E proposes to seasonally ad.j~t the Core Gas FUed., 

Cost Account (GFCA) by' foreeastinq under~ollections as of April 
. I 

1989 to· mitigate a potentially large increase to core customers. 
DRA. concurs ~i th these proposals. / 

Both SCE and OGS recommend extend.ing balancing account 
, I 

amortization periods if :requi:red to oSV'oid rate shock. In addition, 
, { 
DGS believes the COmmission should provide a 45-day period :before 

I 
implementing new :rates in orde:r to allow customers to respond in 

I ' 
advance to increased rates.. CIG proposes a grace pe::Locl of foUX' 

I 
months. PG&E states the:e is no j/ustification fo: this delay 
beyond the self-interest of the parties proposing it. 

The only other cont:ov~sy :egarcling,balancing account 
, I 

amounts conce:rned the crA. ORA. challenged PG&E" s estimate for 'Che 
allowance for doubtful accounts 1 :ec:ommendinq a $3.& million 
adjustment to the CFA. PG&E has aqreed.' to the adjustment" and we 

I have reflected this in the updated. balancing account balances. 
I 

We will not adopt p:oposals :by DGS and CIa to defer :ate 
implementation. The effe<:t of! that would. ))e to' put further upward 

I ' 
pressure on rates in the subsequent period.... Additionally, 14::'g'e 
c:ustome:s should :be able to, I spond> qu.1ekly enough to hiqher :rates 
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customers are actually better off as A result of reassignment than 
they would ~ve been without it because they continue to receive 
some revenues rather than none. 

While shared losses may provide some incentive for the 
utility to reduce costs, we' agree with PG&E that the value of the 
incentive is outweighed by the issue of fairness. The existing 
accounting trea~ent for customers who have trAnsferred to noncore 
status is reasonable and generally consistent with our program. 
D. Rate Design 

Generally, the parties applied the rat~\siqn prinCiples 
established in 0.S·7-12-039. They also apPlie~e ~onceptuAl 
framework for baseline rates adopted in 0.88/"'10-062. Our final 
rate design is presented in Append1x C,",/ 

1. Baseline Rates 
PG&E proposes to set residential rates so that the 93.7~ 

differential between tiers is consi~~nt with that adopted in 
0.88-10-062. ORA. generally agreesj'ith this rate deSign proposal, 
but recommends retaining the S.4o/per thex:m differential between 
Baseline and Tier II adopted in;,0.8S-10-062. ORA notes that using 
PG&E's percentage difference wfll result in a rate spread of about 
$.44, an amount the COmmissiori rejected in its baseline order. 

I 
We will adopt ORAjS proposed $.40 per them differential 

as reasonable and consistent with 0.88-10-062 and sa 987. 
I 

2. Summer and Winter COaaercial R4tes 
I 

PG&E proposes a,t 35,% differential between summer and 
winter commercial rates./ According to· PG&E, this differential was. 
adopted by the Commission in 0.87-l2-039·, and in recognition that 
the actual winter/summ~~ differential appeared to be more than 35~. 

TURN charact~rizes this differential as ~excessive-, 
observing that PG&E apPArently allocated all distribution related 

I 

costs exclusively to the winter period. TORN arques that 
distribution faciliti,~s must be in place to serve load all year 

I 

long. Accordingly" the differential in cost attributable to peak 

I 
,I 

I , 
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if it serves their interests. Those customers h~ve ~d «n 
/ 

opportunity to plan for rate incre~ses since septemDe~988 ~y way 
of PG&E's customer notice. ;I. . 

Since balancinq account balance undereoll~ct1ons Are not , , 

large, we will amortize them with the exception of elBA and NlBA 
balances over ~ one-year period, which is our u/ual practice.. ClBA 
~nd NIBA ~alances will ~ amortizea over 16 m~ths. 

I 
2.. 1989Jttrition Year Revenue RequireMn1C 

PG&E requested that its base revenues in this filing be 
updated to reflect 1989 attrition year r/~enue requirement adopted 
in G-2838. The parties did not objec'l:. PG&E' s 9'~s revenue . 
requirement for 1989 was increased. $37,'18· million ]:,y ConunJ.ssion 
Resolution G-2838.. The total gas rev~ue requirement adopted. in 
this proceeding is updated to reflect! these ~ttrition year 

adjustments. I ! 
3.. %21;al Revenue ReqgireMn1j 

PG&E's mod.ified 1989 ACAP applic~tion r~ests a total 
gas revenue requirement of $2,6Si.7 million, wlUch does not refleet 

. , 
1989 attrition chanqes or updated balancinq account estimates. Our 

,I 
~dopted. revenue requil:ement based on the finc:linQ2S made .above is 

I 

$2,805·.4 million and is presented. in Appendix B, 'rable 6-. 'l'h1s 
, I 

refleets the 1989- attrition chanqes and" balancinq account bal.ances 

as of J411tW:y 31" 1989. . / 
F.. Other lIAttea 

1. 1o'!;1ce 'RagpireMnts 
TORN. notes that PG&E's total revenue requirement 

I 

increased suDstantially in! its amenaed filing, but PG&E did. not 
I . 

notify its customers of that 1ncrease. TORN states the Commission 
, I 

has consistently refused. ,to q;rant a revenue r9qU;i.:rement hiqher than 
, " 

that noticed to· customers, and suqqests that the COmmission , 
eontinue to follow tho.t policy. , 

ORA. aqx:ees ~t· PG&E should' have amend.ed its application 
and. noticed. that change ~ ORA notes that the exception to the :x:ule , , 

- 51 -
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usage should be allocated as a winter-only cost component to avoid 
placing an undue burden on seasonal commercial customers. 

DRA concurs with PG&E's method as reasonable and 
consistent with 0.8:7-12-039.. We will continue 1;0' use the prac-cice 
adopted in that order. 

3. TAJce-or-Pay and 21 Paso 
Direct Bill BalMeing ACCount 

ORA and DGS propose that existing take-or-pay costs 
should be collected volumetrically to encourage the utilities to 
negotiate the best rate with pipelines. We believe this is 
reasonable approach and will reflect it in our adopted rAte design. 
Existing direct bill expenses should continue to b,e recovered in 
the d.emand charge, pursuant to 0.87-12-039. 

4. ~anaition Cost and Implementation 
sa1ancin9-!ccognt surCharges 

PG&E proposes that it be perm ted to d.iscount Transition 
Cost and Implementation Balancing Acc nt (TC/IBA) surcharges • 
PG&E believes this additional fle lity will allow it to retain 
load. 

ORA and. 'l'URN support t is proposal. ORA states that 
PG&E, if granted this flexibil~YI be required to (1) book 
negotiated revenue above vari~l~ and customers costs first, to 
implementation and transitiol accounts; and (2) apportion necessary 
discounts to all accounts ~o~ rata 80· that its quarantee to' 
eventually recover remai~9 balances can be scrutinized on an 
aceount-by-account l:>aSis TORN supports- DRA's recommendations. 
PG&E does not object to· hem. 

We agree tha the additional flexibility PG&E requests 
may reduce load loss. / We will adopt ORA' 8 suqqestions reqardinq 
associated aeeountinq/princiPles. , 
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is A CAse where inCreASe in expenses result from updAte~ balancinq 
/ 

account balAnces. In this case, for.ecazt ssumptions--not 
~A1anc~nq account expenses--chAnqe~. 

, PG&E responds that its notic inclu~es reference to the 
I 

fact that the rates adopte~ ~y the Commission may be higher or 
lower than those requested~ / 

In this ease, we do not ~ed to rule on the notice issue 
since we authorize a revenue requirement increase for PG&E less 

I 
than the amount shown in its original notice. We have, in this 
order, directed PG&E to refra~from late-filed changes to its 
application in future proceedings except in unusual cases. If it 

I 
does increase its rate reque~t followin~ the original notice, we 
will At that time consider whether additional notice is required. 

I 
2. Pxoprietaxy IDfO;gMJ:ion 

A number of parties objected to PG&E's use of proprietar,y 
data in this proceedinq ~ lOGS suqqested tha:t PG&E' s refus.o.l to ! 

disclose info:mation U8~ as inputs to' its models was ~ar:oqantH 
I 

and future proceedinqs should. not pe:cmit use 0,£ "black ~x" 
ratemakinq. / 

TORN sugqest~ that PG&E should be required to include in 
its workpapers complete documentation of any computer models used , 
in prepuinq the company's case, consistent with AS 475- and in: 

I 

order to preclud.e the! time-eonsuminq process of discovery which 
arose in this case~ /'r'ORN also cr1.t1.c1zes PG&E"s use of a 

. I 
conf1.dential assessment of willinqness-to-pay. ~he confidentiality 
of th.i.s 1.nfo:z:Dl4t1.on,i accord1.ng to- 'r'O'RN, has lead to, discovery 

I 
problems in this proceed1nq~ Finally, TORN also states that 

I • 

relying upon PG&E to run the model--because Commission staff cannot 
I 

run the model indePendently--is cumbersome and c~eate8 the 
appearance of impropriety. DRA generally supports 'rORN's commen'tS. 

I 
We are cFently consi~er.in9' general ru~es regud.ing 

access to compute%: models in l.·S8-04-030. ~hese rules w11l address 
access to models in future ACAPs •. 
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E. ReyenueJeguirement 
1. '&!laneiM Account B.alNlC9§ 

The parties agreed that we should use the latest 
available infor.mation regarding balancing accounts balances. On 
February 9, 19'89, PG&E filed an upclate of balancing account amounts 
including the PGA as of January 31, 1989. 'rhe final mnOUl'lt is 
$205·.2 million, which is to be amortized over one year with the 
exception of the eoX'e and noncore implementation balancin ! 
accounts, which are to be amortized over 16 months. T balances 
are presented in Appendix Sf· Table 6. 

PG&E proposes to seasonally adjust the C e Gas Fixed 
Cost Account (GFCA) by forecasting undercollecti as of April 
1989 to· mitigate a potentially la:ge increase 0 core customers. 
ORA concurs with these proposals. 

Both SCE and OGS recommend exten 1'1g balancing account 
amortization periods if required to avoi rate shock. In addition, 
OGS believes the Commission should prov de' a 45-day period before 
implementing new rates in order to· a1 w customers to respond in 
advance to increased rates. CIG pro ses a grace peri.od of four 
months. PG&E states there is no j tification for this delay 
beyond the self-interest of the p rties proposing it. 

The only other controv. ray regarding balancing account 
amounts concer~ed the CFA. 0 challenged PG&E's estimate for the 
allowance for doubtful accoun s, recommending a $3.6 million 
adjustment to the CFA. PG&E has agreed to' the adjustment, and we 
have reflected th1s in the pdated balaneing aceount balanees. 

We will not adop' proposals by DGS and CIG to defer rate 
implementation. The eff t of that would be to put further upward 
pressure on rates in th subsequent period. Additionally~ large 
eustomers should be ab1' to respond quiekly enough to higher rates 
if it serves their interests. Those customers have had an 

I 
opportunity to plan ffr rate increases sinee september 1988 by way 
of PG&E's customer nQt1ce. 

/ 
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. / 

3. lIpdoted, IllfoJ:maSion L 
The pArties generally aqree that the mos~ recent 

balancing account balances should be reflected ~~the Commission's 
finAl order.. PG&E had also· ;reques,ted an. oppo~ty to u¢ate 
forecast infor.mation~ During hearings, a number of parties 

I 
objected to this updating. ORA points ou~bat updatinq contested 
iS3ues after the conclusion of hearings would make the hearinq 
process meaningless.. We agree with tha;t assessment and will not 
entertain upcl4tes of contested 1SSUGi future ACA:Ps. 

XV - CpnclDUons 

/ 
This first ACAP has been a complex and contentious 

I proceedinq. The controversy is ;e.ue, in part, to· the fact that PG&E 
is now at greater risk for revenue recovery, making the forecasting , . 
stakes higher. PG&& "s application in this proc:eec1ing paints a 

I . 
bleak picture of the future .. I It forecasts significant and in some 
cases dramatic increases for/all classes of customers. 

In addition, forecasting by its nature can. be extremely , 
complex.. In this case, PG"-E used.· two· complicated models which we:re 
mad.e more complex by their/interaction. This decision seeks to 

, I 
minimize model complexities and simplify specifications and. 
assumptions that do not detrAct from· the model's usefulness. 

The complex!.t~ and contxoversy were increased. when PG&E 
made Significan~)chanq.f to its application during the hearing 
process. The int:od.uc'tion of these changes requirecl adcU.tional 
efforts by the partie,) to review the dAt4,. and. ad.dJ.tional hearing 

days. /. 
A majo: ob eetive of th1s d.ecision is to establ~sh a 

f:~ework for analyJin~ throu~hput in future ACAPs. It cannot 
I 

resolve all forec:a~tin~ problems. We believe forecasts will 
tmprove as the utilities, the parties,. and. the Comm1ssion ~ain 
experience with ~e A~ process ana' with the evolvinq qas markets. 

I . 

" , 
I 

I 
I 
I 
I 
I 

, 
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Since balancing account :balance underco:l~ions are not 
large, we will amortize them with the exception O~IBA and NlBA .. 
balances over a one-year period, which is our u~l practice. elBA 
and NIBA balances wj.ll l)e amo:rtized over ~hs. 

2 - 1989' Attrition Year Revenue Reqo.i~ 
/ PG&E. requested that its base revenues in this filing :be 

/ 
updated to roflect 1989' attritj.on year r~enue requirement adopted 
j.n G-2838. The parties did not object.;IPG&E's. gas revenue 
requirement for 19'89 was increased' $3118 m1llion by Commission 
Resolution G-2S·38·.. The total gas r~venue requirement adopted. j.n 
this proceeding is updated to reflect these attrition year 
acijustments. / 

3. :total Reyenue Requirement 
I 

PG&E's modified 19S9~CAP application requests a total 
gas revenue requirement of $2/656.7 million, which does not reflect 
1989 attrition changes or uppated balancing account estimates. Our 
adopted revenue requirement/based. on the findings mad.e above is / 
S million and is ptlesented. in Appendix B,. Table 6~. This V 
reflects the 1989 attrition changes and balancing account bal.anees 
as of January 31, 1989/ 
F. Qj;ber Hatters 

1. Notice Reqgioments 
TORN notes/that PG&E's total revenue requirement 

increased substantially in its amended filing, but PG&E did not 
I 

notify its customers of that increase. TORN states the Commission 
I 

has consistently refused to grant a revenue requirement higher than 
/ 

that noticed to customers, and suggests that the Commission 
continue to foliow that policy. 

ORA Jgrees that PG&E should have amended its application 
and noticed t~at change. ORA notes that the exception to the rule 
is a case wh~e increase in expenses results from updated. balancing 
account bal~ce8. In this case, forecast assumptions--not 
balancing a/count expenses--changed • 
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Since ~alancinq account balance undercollections are not 
larqe, we will amortize them with the exception of elBA and NIBA 
balances over a one-year period, which is our usual practice. CIBA 

'and NIBA balances will be amortized over 1& months. 
2. 1989 At-trition Year hYenue Reauirement 

PG&E requested that its base revenues in this filinq be 
updated to reflect 1989 attrition year revenue requirement adopted 
in (;-2838'. The parties did not object. PG&E's gas revenue 
requirement for ~989 was increased $37.18, million by Commission 
Resolution (;-2838. The total gas revenue requirement adopted in 
this proceeding is updated to reflect these attrition year 
adjustments,. 

3 _ Total Revenue ~qui~t / 

PG&E's lUcdified 1989 ACA'.P applic~ion requests a total 
gas revenue requirement of $2,656,.7 mill' on, which does not reflect 
1989 attriticn changes or updated bala cing account estimates. Our 
adopted revenue requirement ~ased on' e findings made ~ove is 
$2,82l~2 :million and is presented' Appendix,a, 'table 6. 'l'his 
reflects the 1989 attrition s and balancing account ~alances 
as of January 31, 1989. 

F. Qtber Matters 
1. NQj;ice Requirements 

TURN notes that SeE's total revenue requirement 
increased its amended filing, but PG&E did not 
notify its customers of t increase. TORN states the' Commission 
has consistently refus Q to, grant a revenue requirement higher than 
that noticed. to custoJers, and sU9gests that the Commission 
continue to follow that poliey. ' 

ORA agreet that PG&E should have amended its application 
and noticed that c¥ange. ORA notes that the exception to the rule 
is a case where increase in expenses results from updatedbalancinq 
account ~alances./ In this case, forecast asswnptions--not ' 
balancing accounJ expenses--changed. ' 
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. . 

While we anticipate improvements to forecasts, we in~nd that the 
guidance provided by this order be applied in the~ture. 

We also comment on other aspects of future ACAPs. It is 
our intent, as time goes on, to modify our:z; po / am to provide the 
utilities with more opportunitie~ to compete and thereby further 
encouraqe effic~ency in qas· markets. ACCO; qly, we do not . 
anticipate increas.i.nq regulato~ protectiO'nS for PG&S, as it has 

requested in this proceeding, but rathe~reducing them, barring 
I 

changes which make qas 'markets less co~titive. Accordinqly, we 
( 

expect to' review the viability of balancing accounts and other 
protective mechanisms which may be ~tter transitional practices 

, I. 
than permanent ones. We also intend to look further at our cost 
allocation practices which affe~t.the competitiveness of the market 
and of the utilities. 

Throughout, we retain our commitment to, protecting the 
core from unnecessary rate increases and serviee' problems. In ' 
effect, we continue to recognize that core customers are best 
protected in competitive mArkets when rates are set closer to eost, 
thereby prwenting uneconodc bypass of utility networks. We also 
beliwe that competition, ~ successful, will work to' reduce the 

I 
cost of gas for all customers. 
VwupQI of FAct - ,I 

1. Gas thrOUghput/iS the total d~d for natural gas from 
the utility system, inclucU.nq sales and. transport gas. . 

, I 
2. ,PG&E's estimate of gas throughput ineluded. the use of 

I ' 
econometric models to- forecast the effects of econom1c activity, 

I 

fuel prices, weather and. other factors on demanc1. 
3. PG&E use4 a 4iscount adjustment'model to forecast 

I 

discounts from tariffe,cl transport rates required. to keep larqe 
customers from P2B, G-IND, and COGEN on its system. 

4. ORA's assumption that a recession will not occur in 19S9 
is supported. by industry analysts. 

, 
\ 
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PG&E J:espond.s that its notice includ.es J:eference to the 
fact that the rates adopted. by the Commiss·ion may be higher or 
lower than those requested. 

In this case·, we do not need to rule on the notice issue 
s1nce we authorize a revenue requirement increase for PG&E less 
than the amount shown in its original notice. We have, in this 
order, directed PG&E to refrain from late-filed changes to its 
application in future proceedings except in unusual cases. If it 
does increase its rate request following the original notice, we 
will at that time consider whether additional notice is required. 

2 - Proprie:tary Infoxmat1o:g. 
A number of parties objected to PG&E'8 se of proprietary 

data in this proceeding. DGS suggested. that P. &E's refusal to 
disclose information used as· inputs to its dels. was "arrogant .. 
and future proceedings should not permit se of "black box" 
ratemaking. 

TORN suggests that PG&E sh ld be required to include in 
its workpapers complete documentat~ of any computer models used. 
in preparing the company's ca~e, onsistent with AS 475· and in 
order to preclude the time-cons ng process of discovery which 
arose in this case. 'I"ORN als criticizes PG&E's use of a 
confidential assessment of wtCllinqness-to-pay. The confidentiality 
of this information, accordlng to TURN, has lead to discovery 
problems. in this proceed1rig• Finally, 'l'ORN also states that 
relying upon PG&E to ru~the model--because COmmission staff cannot 

/ 
run the model independently--is cumbersome and creates· the 
appearance of improp?'ety • DRA generally supports TO'RN' s comments. 

We are cu~entlY considering general rules regarding 
access to computer ;nodels in I .88-04-030. These rules will address 
access to- models in future ACAPs. 

I 
3. VpdGted Xnfo~tlon 

I 

The parties generally agree that the most recent 
balancing accouJt balances should be reflected in the Commission's 

. I 
/ 

I 

I 
I 
I 
I 
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/ 
5. Some of PG&E'S customers purchase propane at retail 

rates. ~ 
6. Forecasted propane prices during the test~riod should 

include weighted values tor the cost of re't.ail anc:V'who1esale . / 
propane prices accordinq to, the percentage of customers who 
purchase propane at retail and wholesale rate~ . 

7. Fuel oil prices declined du:inq thvfinal months of 1988, 
prior to OPEC price-settinq meetinqs. ;I 

8. PG&E'S est1mAtes of customer qroGth during the test 
period a:e reasonable. jI 

9. Models used to forecast requ~ed discounts for PG&E's 
noncore customers should include an e/timate of the effects of 
.demand charges' on customer decisions~tO' fuel switch.' 

10. PG&E did not provide eviQeDce that customer perceptions 
reqa:cdinq se:z:vice reli4bility ha4~ Chan. qed since D.87-12-039 WAS 
issued. 

11. GC-2 customers a:ce no distinguished from other customers 
in terms of the value of gaste ative to the value of alternative 
fuels. . 

12. Significant n~rs of PG&E's large noncore customers may 
elect core status. A model esiqne~ to' estimate required discounts 
for 'noncore customers would provide a more accurate est1mate of 
noncore revenue if it included core and noncore gas prices, 
weighted according to vOlwdes purchased. 

13. Cogeneration purchases used to generate steam are 
appropriately included in/industrial throughput estimates. 

14. Cogeneration purchAses sold under the G-XND tariff Are 
I appropriately included in indust:ial throughput est1mates. 

J 

15-. PG&E appropria;telY est1mates 'OEG volumes based. on 4veraqe 
hyclro year condi tiona ;. . 

16-. Estimate8 of trEG volume8 should be bASed on estimates, .and 
I 

methodologies adopted in PG&E"s and SeE,"s ECAC proceedJ.nqs, to, the 
extfmt those estimAtAls.(ue ~ on 4~aqe hydro yeo::: conditions. 

.. 
I 

, I 

I 

I . 

I 
I 
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final order. PG&E had also requested an opportunity to upd3te 
forecast information. During hearings, a number of parties 
objected to this updating. ORA points out that updating contested 
issues after the conclus~on of hearings would make the hearing 
process meaningless. We agree with that assessment and will not 
entertain updates of contested issues in future ACAPs. 

IV. ~nel:a8J,on8 _ /" 

This first ACAP has been a comp~d contentious 
/ proceeding. The controversy is due, in/p ' to- the fact that PG&E 

is now at greater risk for revenue rea6~ry, making the forecasting 
stakes higher. PG&E's applieation n his proceeding paints a 
bleak pieture of the future. It 0 casts significant and in some 
cases dramatic increases for a rciasses of customers. 

In addition, forec ti~ by its nature ean be extremely 
eomplex. In this ease, PG&~u~d two complieated models whieh were 
made more eomplex by theit'intlaraction. This decision seeks to 
minimize model eomplexi~es ind simplify specifieatio~ and 
assumptions that do- no;! detlact from the model's usefulness .. 

The eomple~ty ~d eontroversy were increased when PG&E 
made significant changes;t0 its applieation during the hearing 
proeess. The int¥duetf'On 0'£ these changes required additional 
efforts by the p ies;t0' review the data, and additional hearing 
days. I 

A rna or objective of this decision is to establish a 
framework for analyzSing throughput in future ACAPs. It cannot 
resolve all orecas;ang problems. We believe forecasts will 
improve as ihe utilities, the parties, and the COmmission gain 
experienee/with thJ ACAP' proeess and with the evolving gas markets. 
While we ~nticipat~ improvements to forecasts, we intend that the 

I I 

go.idar><:/rOVided. y this order ):)e applied .in the future • 
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. ' . 

17. PG&E's 4nd ORA's estimates of residential and commercial 
throughput for the test period are almost identical. // 

18. TORN's proposed methodoloqy for estimating r~ired 
, / 

noncore volume disc~unts is more accessible and understandable than 
PG&E's. ~ 

19. TORN's proposed model is a reaSOn7foable alternative to 
PG&E's discount adjustment model for purposes of forecasting 
required discounts to· noncore customers. 

20. Workshops are likely to· help· interested parties 
understand A~ forecasting models and ~ll provide a forum for 
deter.mining improvements to forecastinjfmethoas. 

21. Changes in oil prices influence, to some extent, gas 
prices.. Estimates of gas prices during the test period which 
reflect this relationship are l1ke{y to be more accurate than those 
which dO not.. I / 

22. No clear historic rel~ionsh.ip between gas and. oil prices 
is appa:ent... / . 

23. The noncore portfolio contains short-term supplies with , . 

prices that are firm. for' up 'to. thirty days. , 
24'. The core POrtfOlio! conta.i.ns all long-term supplies and 

any short-term supplies needed to meet demand • 
.; 

25·.. El Paso supplieS! are likely to be too expensive to be 
purchAsed economically durinq the te8t period. .. . / 

26. PG&E has stipula.te<l, in PGT's general rate case, to an 
I 

estimate of 1,.009 'MMcf/day over the PG'l" p.:Lpeline.. PG&E . 
I 

transported, on average,' 1,009 MMcf/day over the PGT pipeline 
~tween JOZ!.uory 1988 and. November 198'8. 

'/ 
27. A deferred debit account will reduce PG&E's risk of 

I recovering costs related to pending El Paso filinqs at the FERC. 
28.. Allocatinq NRsA balances on an equal-cents-per-therm.' 

i 
basis reasonably approximates the eost allocation which would have 
occ:ur.red if cost and Irevenue·· foreea.ts hael been accurate. 

! / 
~ o-

j 
I , 
I 
/ 
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We also comment on other aspects of future ACAPs. It is 
our intent, as time goes on, to modify our program to provide the 
utilities with more opportunities to- compete, and there~ further 
encourage efficiency in gas mar3<:ets. Accordlngly, we d.o not 
anticipate increasing regulatory protections for PG&E, as it has 
requested in this proceed.ing, but rather reducing them, barring 
changes which ma3<:e gas markets less competitive. Accordingly, we 
expect to review' the viability of balancing account_~_ and other 
protective mechanisms which may be better tran~onal practices 
than permanent ones~ We also intend to loo~urther at our cost 
allocation practices which affect the compt.itiveness of the market 
and of the utilities, consistent with the requirements of sa 987. 

Throughout, we retain our c~tment to· protecting the 
core from unnecessary rate increase~and service problems. In 
effect, we continue to- recoqnize ~t core customers are best. 
protected in competitive markets~hen rates 4re set closer to cost, 
thereby preventing uneconomic btpass of utility networks. We also 
believe that competition, if s~ccessful, will work to- reduce the 
cost of gas for all customers!. 
findings of Fact / 

1. Gas throughput is! the total demand for natural gas from 
the utility system, including sales and transport gas. 

2. PG&E's estimatJ of gas throughput included the use of 
econometric models to- fdrecast the effects of economic activity, 
fuel prices, weather ar/.d other factors on demand. 

3. PG&E used afdiscount adjustment model to forecast 
discounts from tarif~ed transport rates required to- keep large 
customers from P2B, G-IND, and COGEN on its system. 

4. ORA~s ass~ption that a recession will not oecur in 1989 
is supported by in~~stry analysts. 

rates. 
So. SOme of PG&E'8 customers purchase propane at retail 

!' 
I 

I 
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/" 
29. AllocAting eSA undercollections to the UEG clas.s promotes 

efficiency and equity. ' ~ 
30. PG&E ~y realize a revenue shortfall from e6generators 

auring dry years when the UEG rate falls below the;&therwiS& 
applicable rate to, cogenerators. ;I. 

31~ ~he risk PG&E bears for a c0generati~ shortfall under 
existing eSA accounting practices is offset ~;t_potential gains from 
UEG customers auring a d.ry year, and. ~y potetl.tie.l gains unde: the 
eSA d.uring a wet year. / ' 

32. Changing eSA accounting practices at this time would 
provide unwarranted. regulatory protectio~ to PG&E. 

33. PG&E's UEG facility switches )from gas to oil whenever oil 
is cheaper thAn the incremental ,cost ot gas. As 'OEG th%'oughput 
fe.lls, cogeneration gas rates increa,e to pick up fixed. costs 
allocated,to OEG and. cogeneration customers. 

, I 
34. PG&E' S "one-company poli7Y" is d.esiqned to promote 

efficient use of resources. I _ 
35·. Determining the cogenerAtion gas rate by dividing gas 

I , 
fixed. costs by thX'oughput, including :both gas and. oil ~urnec1 for 
economic rea80ns, would requ1re fa reallocation of revenues from 
eogenerators to other classes of customers. 

'3&. Coqeneratora may 01pto use the otherwise applicable gas 
rate when OEG rates increase. ' 

37. This proeeed1ng eli not anticipate aadres5ing whether 
I 

SCE's Cool Water plant should be treated 0.8 a UEG facility. , 
38. Balancing account ;treatment for pipeline d.emand ehuqes 

would. proviae an unwarranted revenue recovery guarantee to PG&E or 
, I 

39 • PG&E may be able fO' retain additional loaa ]:)y. discounting 
transition cost ana implementation balancinq account amounts. 

I 
40~ Bookinq neqotiated transportation revenues in excess of 

I 

variable ana customer relafed costa ,to· TC/lBA accountawill provide 
appropriate safequ.ards incases whe=e PG&E discounts, ~/IBA 
surCMrg8a • 
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6·. Forecasted propane prices during the test period. should. 
. include weighted values for the cost o·f retail and wholesale 
propane prices accord.ing to the percentage of customers who 
purc:has~ propane at retail and. wholesale rates. 

7. Fuel oil prices d.eclined during the final months of 1988, 
prior to OPEC price-setting meetings, but have since increased. ~ 

8. PG&E's estimates of customer growth d.uring the test 
period 4re reasonable. 

9. Models used to· forecast re~,ired unadjuste~throu9hput 
and. discounts for PG&E's noncore customers Should.~~clude an 
estimate of the effects of demand charges on customer decisions to 
fuel switch. ~ 

10. PG&E did not provide evidence th~ customer perceptions 
regard.ing service reliability have chanq«a since 0.87-12-039 was 
issued.. / 

11. GC-2 customers with contracts that expire in 1989 are not ~ 
distinguished. from other customrrs n terms of the value of gas 
relative to the value of alternat ve fuels, once those contracts 
expire. 

12. Significant numbers of PG&E's large noncore cus~omers may 
elect core status. A mod.el ~Siqned to estimate required discounts 
for noncore customers would/provide a more accurate estirn4te of 
noncore revenue if it included core ar.d. noncore gas prices, 

/ 
weighted according to-volumes· purchased.. 

I 
l3. Cogeneration pu~hases. used ~o generate ste~ are 

appropriately included in industrial throughput estimates. 
I 

l4. Cogeneration purchases sold. und.er the G-INO tariff are 
appropriately included./in ind.ustrial throughput estimates. 

15·. PG&E approprfatelY estimates UEG volumes based. on average 
hydro year conditions. 

16·. Estimates olf tmG volumes should be based on estimates and. 
I 

methodologies ad.opted in PG&E's and SCE"s ECAC proceed.ings, to the 
extent those estima~es are based on average hydro year conditions • 
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// 

/' 
41. Collectinq take-or-pay anQ El Paso Qirect bill ~~ancing 

account Amounts volumetrically will provide the utilitie~improved 
incentives to negotiate the be~t rates with Pipelines~ 

42. Deferring rate implementation will Plazcu erd pressure 
on rates in subsequent periods. 

43. Escalating EOR and GC-2 revenues accor q to contracteQ 
/ 

Amounts provides a more accurate forecast of t~se revenues. 
44. Updating contested infor.mation fol,owinq hearings fails 

to permit appropriate review of such infor.mation. . 
Conebsion, of La" / 

l. PG&E shoulQ be authorized to male tariff chAnqes in 
accordance with the rates shown in Appe~ix C. 

2. CACD should schedule worksho;fs to consider ACAP 
forecasting models an4 explore refinements to· them. 

3 • 'r~e Commission should contj.nue to use a 2% qas premium. 
The premium should apply to all noncore customers, including GC-2 
customers. L . 

. 4. Estimates of ~stomer d scounts should reflect customers' 
Ability to elect core status, anJ should weight core and noncore 

. I 

gas prices according to· volumesjPurchase4o 
S. PG&E' 8 request to· change CSA accounting pract:S.ces should. 

not be adopted. . I 
I 

6·. OGS' request to change the way cogeneration rates are 
I 

calculated during UEG oil burn periods should not be adopted. 
7 • Using the Lundberg' /surv'ey, a reuonable estimate of 

i 

propane prices for 1989 is $0.314 per thel:D1. 
8. A reasonable est~te of No. 6 fuel oil price~ in 1989 is 

I 
$16 per barrel, equivalent to $.268 per thermo 

I 
9. A reasonable est,ilu:te of No. 2 fuel oil for 1989 is. the 

t t'" " t 

equivalent of $ .. 352 per thermo 

10.. Models· used to e~tim4te PG&El's noncore volume diseounts , 
should include ~. proxy of demand cha:qes in the Amounts of $~03" per 

i 

, 
.' 
I 

I , 
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l7. PG&E's and ORA's estimates of residential and commercial 
throughput for the test period are almost identical,. 

lS. 'I'tTRN's proposed' methodolo9y for estimating required 
noncore volwne discounts- is more accessible- and understandable than 
PG&E's. 

19. 'I'tTRN's proposed model is a reasonable alternative to 
PG&E's discount adjustment model for purposes of forecasting 
required discounts to noncore customers. 

20. Workshops are likely to help interested parties 
understand ACAP forecasting models and wi~provide a forum for 
determining improvements' to forecastirethodS. 

21. Changes in oil prices influence, to some extent, gas 
prices. Estimates of gas prices ~ing the test period which 
reflect this relationship arez' ~ly to- be more accurate than those 
which do not. 

22. The noncore portfo 0 contains short-term supplies with 
prices that are firm for uP/to. thirty days • 

23. The core portfO~O contains all long-term supplies and 
I any short-term supplies fleeded to meet demand-. 

24. El Paso supp~es are likely to be too expensive to be 

purchased econOmiC~al I during the test period. 
25. PG&E has s ipulated, ~n PG'1'-~s general rate ease, to an 

estimate of 1,009 cf/day over the PG'1' pipeline. PG&E 
transported, o'n av}rage, 1,009 MMcf/aay over the PGT pipeline 
between January lI98·8 ana November 1988'. 

26. A aefefx.ed debit account will reduce PG&E's risk of 
recovering cost!s related to pending El Paso filings at the FERC. 

27. Allobating NRSA balances entirely to noncore rates is 
; 

fair since co~e fixed costs are allocated entirely to the core, and 
because suchf allocation does not result in changes to established 

! ' allocation principles. 
28. Allocating eSA undercollections to- the UEG class promotes 

efficiency and equity • 
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tharm for volumes associated. with neqotia'Ced. con'Crac:'ts and. $.05 per 
therm for volumes associated. with default agreemenfs. 

/ 
11. A reasonable estima'Ce of EOR throu9hp~'C for the test 

period is 373 MMth.--' . I... . 
12. A reasonable est~te of interu'Ci~lty throughput for the 

test period. is 673 MMth. / 
13. A reasonable estimate of California gas prices during 'Che 

test period.' is, $1.80 per MMBtu. I 
14. A reasonable estimate of ROCky Mountain gas prices for 

the test period is Sl.67 per MMBtu. / 
15. The currently effective price for Canadian gas supplies 

I is $1.847 per MMBtu at the california border and is a reasonable 
price estimate' for thQ test peridd. ' 

16·. A reasonable estimate /of Soutbwest qas prices for the 
test period is $2.10 per MMBtuJ 

17. An estimate of 1,OOr/MJ!J.Cf/day over the PG'r'line during 
the test period is reasonable/ • 

18'. A reasonable est~te of the cora WACOG during the test 
period is $·1.886 per MHBtu./ 

19. A reasonable est~te of the noncore WACOG during the , 
test period is $1~90 per MMBtu. 

I • , 
20. It is reasonable to, est1mate storaqe-related transition 

I 
costs ):)ased on an annual torecast. 

21. It is reason4ble to allocate PGA balances on an equal
I 

cents-per-therm basis to/.cor& and core elect customers. 
22. It is reasonable to allocate tranaition costs on an 

equa1-cents-per-ther.m,b~sis, with storage-related transition costs 
I 

allocated using a cold year forecast. 
23. It is reasonable to, allocate EOR revenue c:re<lits on 

I 
DRA.' s methodology of an equal percentage of fixed cos'ts. 

• I 

24.. It is reasonable to pexmit balancing account trea:tment 
I 

for storage inventory carryinqcosts, consis'tentwith G-2787. 

'. 

I 
I 
i 
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29. PG&E may rea11ze a revenue shortfall from cogenerators 
during dry years when the UEG rate falls below the otherwise 
applicable rate to' cogenerators~, 

30. ~he risk PG&E bears for a cogeneration shortfall under 
existing CSA accounting practices is offset by potential gains from 
UEG customers during a dry year, and by potential gains under the 
CSA during a wet year. 

31. Changing CSA accounting practices at th1s time would 
provid.e unwarranted regulatory protections to PG&E. 

32. PG&E's OEG facility switches from gas to· oil whenever oil 
is cheaper than the incremental cost of gas. ~ OEG throughput 
falls, cogeneration gas rates, increase because the fixed OEG 
demana charge is spread over smaller vol~s in the rate parity 
formula. / 

33. PG&E's "one-company POliCZ" s designed to· promote 
efficient use of resources. 

34. Cogenerators may opt to se the otherwise applicable gas 
rate when UEG rates increase. / 

3S~. This proceeding did nof anticipate addressing whether 
, SeE's Cool Water plant should be treated as a UEG facility. 

36·. PG&E may be al:lle to etain additional load by discounting 
transition cost and implemen ation balancing account amounts. 

37'. BOOking negotiate transportation revenues in excess of 
variable and customer rela d costs to· ~C/IBA accounts will provide 

I 
appropriate safeguards inj=ases where PG&.E discounts TC/IBA 
surcharges. I . 

38:. Collecting take-or-pay transition costs volumetrically 
will provide the utiliti~S improved incentives to negotiate the 
best rates with pipelines. 

" 39. Deferring rate implementation will place upward pressure 
on rates in su}:)sequent PeriOds ... 

40. Escalating EdR and GC-2 revenues according to contracted 
amounts provides a more accurate forecast of those revenues • 
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25·. The exiflting accounting treatment of revenues from 
reassignment of core customers is reasonable. ~ 

26. It is reasonable to retain the $.40 pe/the:cn. 
differential between baseline ana Tier II rate~ 

27. A 35% differential between summer arid· winter commercial 
rates is reasonable. / .. 

28:. It is reasonable to use most recent information. regarding 
balancing account undercollections and o~rcollectiOns in 
determining. revenue requ.i:rement in tlU.s/prOCeecling .. 

29. It is reasonable to, adjus't. ~e' Conservation Financ1nq 
Account by $3·.6· million to more acculately reflect the status of 
doubtful accounts. / 

30.. I't. is reasoneble to· UpdJ1fe bue revenues to retlec't. 'the 

1989 attrition yell%' revenue r~ement, adopted: in Resolution 

G-28-38.. t 
31. A reasonable forecast of EOR credits is $6.9 million, 

ad.justed for escalation. using escalation. factor of 6.1% to 
I 

produce an EOR revenue credit ,of $7.293 million. 
32'. A reasonable escalation factor for GC-2 crecU.ts is 

3.738-%. I 
I 

. IgB!)IB 

IT IS ORDBJmD that, 
I 

1. Pacific Gas and Electric Company is authorized to file 
I 

tariff changes which 1mplement the rate chAnges adopted. in this 
proceeding, and which are I shown in Appendix C, using' the revenue 
requ.iremant presented in Appendix B, Tabla 6,. Tariff changes will 
be effective S. clays after filinq .. . ' . 

\ 
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41. Upd4tinq conteeted information following hearinqs 
to permit appropriate review of such information. 
Conclusions o~w 

1. PG&E should be ordered to make tariff chan es in 
accord'ance with the rates shown in Appendix C. 

2. CACD should schedule workshops, follow nq PG&E's next 

refinements to them. 
3. The Commission should continue t use a $.02 q4S premium. 

The premium should apply to all noncore otstomers, including GC-2 
customers. L 

4. Estimates of customer disco ts should reflect customers' 
/ 

ability to elect core status, and s~uld weight core and noncore 
gas prices according to volumes p,=ChAsed. 

So. PG&E' s request to chanr CSA accounting practices should 
not be adopted. / . 

6. OGS' request to· ch~e the way cogeneration rates are 
calculated during OEG oil bUrh periods should not be aciopted. 

I 
7. Using the Lun~~ survey, a reasonable estimate of 

propane prices for 1989' il~O .36·1 per therm. 
8. A reasonable e, imate of No.6· fuel oil prices in 1989 is 

$17 per barrel, equivalent to a $-.285· cielivered price and $.2'54 
burnertip price. /. 

9. A reasonabl estimate of No.2 fuel oil for 1989 is the 
equivalent of $·.324 ier therm. 

10. Models usJd to estimate PG&E's unadjusted noncore 
throughput volume ~d rate discounts should include a proxy of 
demand charges in/the amounts of $ .. 03 per therm for volumes 
associated with negotiated contracts and' $.05- per therm for volumes 
associated with/default agreements. 

11. A reJsonable estimate of EOR throughput for the test 
I 

period is 2~. 
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41. Updating contested information following hearings fails 
to permit appropriate review of such information. 
Conclusions of Law 

1. PG&E should ~e ordered to make tariff change~ in 
accordance with the rates shown in Appendix c. 

2. CACO should schedule workshopsr following PG&E's next 
ACAP tiling, to consider ACAP forecasting models and explore 
refinements to them. 

3.. The commission should eontinue to· use a $ .. 02 gas premium. 
The premium should apply to all noncore customer~including GC-2 
customers. / 

4. Estimates ot eustomer discounts sh ld reflect eustomers' 
ability to elect core status, and should wight ,core and noncore 
gas prices according to volumes purchas 

S·. PG&E 's request to chanqe CS accounting practices should 
not be adopted. 

6. OGS·' request to change way c09'eneration rates are 
calculated during OEG oil ~urn p~iods should not ~e adopted. 

7. Using the LUn~erq~u I ey, a reasonable estimate of 
propane prices tor 1989 is $0 61 per therm. 

8. A reasonable estim te of No .. 6 fuel oil prices in 1989 is 
$17 per barrel, equivalent 1.0 a $.285 delivered"price and $.254 
burnertip price. ujI 

9. A reasonable e~imate ot No.2 fuel oil for 1989 is the 
equivalent of $.324 pe1'therm. 

10. Models used 10< estimate PG&E"s unadjusted noncore 
throughput volume and/rate discounts should include a proxy of 
demand charges in th~ amounts of $.03 per therm for volumes 
associated with ne9ftiated contracts and $.050 per them tor volumes 
associated with de!ault agreements .. 

'11. A reasoiable estimate of EOR throughput tor the test / 
period' is 373 MMth. .' . V 

/ 
r 
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2. The Executive Director shall direet the COmmission 
Advisory 4nd Compliance Division to' schedule ~or~ops within GO 
d4ys. The pw:pose of the workshops will :be to ~lp interested. 
parties to und.erst4nd. the models adopted in this. proceeding' and to 
explore improvements to- models to' be used in future ACAP 
proeeeding's. 

This order is effective todAy. 
Oated ______________ ___ Francisco" California .. 
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. / 
l2. A reasonable estimate of interutility thrOUg~. t for the 

test period is 673 MMth. / . 
l3. A reasonable estimate of California qas~ices during the 

test period is $1.85 per MMBtu~ ;.C __ _ 
l4. A reasonable estimate of ROcky M07nt in gas prices for 

the test period is $1.67 per MMBtu. 
l5. The currently effective price f~ Canadian gas supplies 

is $1.9'4 per MMStu at the California border and is a reasonable 
price estimate for the test period~ ~ 

l6. A reasonable estimate of Southwest gas prices for the 
test period is $2.10 per MMBtu. I 

17. An estimate of 1,009 MM~/day over the PGT line during 
the test period is reasonable. ;I 

18. A reasonable estimate of the core WACOG during the test 
period is $ per MMBtu. ~ 

19. A reasonable est~te of the noncore WACOG during the 
test period is $_ per MMBtu .. 

20. It is reasonab~ to estimate storage-related transition 
costs based on an annuallforecast. 

2l. It is reasonible to, allocate PGA balances on an equal
cents-per-therm baSisJ'to core and core elect customers. 

22. It is reasonable to allocate existinq transition costs on 
an equal-cents-perf'herm basis, with storage-related transition 
costs allocated u~n9 a cold' year forecast. 

23. It is ~asonable to allocate EOR revenue credits on ORA's 
methodolog,y of ~ equal percentage of fixed costs. 

I 
24. The e/dsting accounting treatment of revenues from 

reassignment or core customers is reasonable .. 
25. tt s re~so~le to retain the $.40 per therm 

differential between baselinQ and Tier II rates. 
26,. 35·' differential between summer and. winter commercial 

rates is reasonable •. 
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27. It is reasonable to use most reeent informatiO~inq' ~ 
I 

balancing account undercollections ana overcollections n 
determining revenue requ1rement in this proceeding. 

28. It is reasonable to adjust the Conserva on Financing ../ 
Account by $·3. & million to· more accurately reflect the status of 
doubtful accounts. / 

29. It 1s reasonable to upc!ate base re.venues to reflect the /. 
1989 attrition year revenue re~irement, ad6pted in Resolution 
G-2838.. / 

30. A reasonable forecast of EORjcredits is $6.9 million, ./ 
adjusted for escalation uSing an esca1ation factor of 6.1% to 
produce an EOR. revenue cred'it~ 0$7..293 million. 

31.. A reasonable escalation factor for GC-2' revenues is ~ 
3.738%. 

/ . IRDBR 
I'l! IS ORDERED that: 

1. Pacific Gas and Electric Company (PG&E) shall f11e, in 
accordance with GeneraVOrder 96-A, tariff changes which implement 
the rate changes adop~d in this proceeding, and which are shown in 
Appendix C, using th/ revenue requirement presented in Appendix B, 
Table 6·. Tariff ching-es will be effective ~Y 1, 1989. V 
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12. A reasonable estimate of interutility throuqhput for the 
test period is &73 MMth~ 

13. A reasonable estimate of california qas prices durinq the 
test period is $1.8$ per MMBtu. 

14. A reasonable estimate of Rocky Mountain qas prices tor 
the test period is $1.61 per MMBtu. 

15·. The currently effective price for canadian qas supplies 
is $1.94 per MMBtu at the California border and is a reasonable 
price estimate for the test period. 

16. A reasonable estimate of Southwest qas prices tor the 
test period is $2.10 per MMBtu. 

17. An estimate of 1,009 MMcf/day over PGT line 4urinq 
I 

the test period is reasonable. 
18·. A reason,able estimate o:f! the cor WACOG durinq the test 

period is $1.944 per MMBtu. 
19. A reasonable estimate o:f! th none ore WACOG during the 

test period is $1.90 per MMBtu • 
20. It is reasonable to esti ate storaqe-related transition 

costs based on an annual :f!oreeas • 
21. It is reasonable to locate PGA balances on an equal

cents-per-therm basis to core and core elect customers. 
22'. Xt is reasonable ' allocate existing transition costs on 

an equal-cents-per-therm b,sis, with storaqe-related transition 
costs allocated using a cold year :f!orecast. 

23. It is reasonabie to allocate EOR revenue credits on DRA's 
methodology of an equiapercentaqe of fixed costs. 

24. The existing accounting treatment of revenues from 
reassignment of core stomers is reasonable. 

2$. It is reaso/able to, retain the $.40 per therm 
differential between baseline and Tier XI rates. 

26. A 35% ,dif erential between'.summer and winter commercial 
rates is reasonabl • 
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27. It is reasona~le to, use most recent information regarding 
~alancing account undereollections and overeollections in 
deter1ll.ining revenue requirement in this proceeding. 

28. It iz reasonal:'J1e to adjust the Conservation Financing 
Account ~y $·3.6· million to more accurately reflect the status of 
doubtful aceounts. 

29. It is reasonal:'Jle.to, update ~ase revenues· to- reflect .the 
1989 .attrition year revenuerequirement~ adopted'. in Resolution 
G-283S. 

30. A reasonable forecast of EOR credits is $6.9 million, 
adjusted for escalation using an escalation factor of 3.4% to 
produce an EOR. revenue credit of $7.,293 million.. / 

'. 31. A reasonable· escalation faetorfor GC~2' ~venues is 
'3.738% • 

OR .. ;OER 

IT IS ORDERED that: 

1. Paci~ic Gas and Electric (PG&E) shall file, in 
accordance wi ~~ Gene:=al Order 96-A." tar'!f changes which imple::nent 
the rate changes adopted in this p=oe·edinc;, and which a=e shown i~ 
Append.ix C, 1.:.S in; the revenue requi'" mcnt presented in Appendix B·, 
Table 6 •. Tari!! changes .will be e feetive May l~ 1989. 
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27. It is reasonable to use most recent information reqardinq 
. balancing account undercollections and overcQllections in 
determining revenue requirement in this proceeding. 

28. It is reasonable to- adjust the Conservation Financing 
Account by $3.6 million to- more accurately reflect the status ot 
doubtful accounts. 

2"9. It is reason~le to update base revenues to reflect the 
1989 attrition year revenue requirement, ad 
G-283S. 

30. A reasonable forecast of EOR red1ts is $6.9 million, 
adjusted for escalation using an esc ation factor of 3 .• 4% to 
produce an EOR revenue credit of 

:n. A reasonab·le escalatio factor tor GC-Z revenues is 
3.738~ • 

IT IS ORDERED 

l. Within five (5 days of the effective date of this 
decision, Pacific Gas dElectric Company (PG&E) shall file, in 
accordance with Gener Order 96-A, tariff changes which implement 
the rate changes ado ed in this proceeding, and which a=e shown in 
Appendix C to this -cision,. using the revenue requirement 
presented in Append x S,. Table 6·. Tariff changes will be ettecti ve 
on the' date of fil l'lg • 

- 62 -



, 

• 

• 

, . 
A.S8-09-032 /ALJ/KIM CACD/lk/l 

• 
" 

APPENOIX a 

TABI.! l' 
PAC1,tC GA$ AMO' !1.!CTRtC COMPANV 

ANNUAI..CO$T Al.I.OCATtON PROC£!OtNC 
ADOPTED 01SCOUNT ADJUSMNT NOO!L 'Ol m 

i 

......................................................................................... 
I 

.................................................. ~~: ...... ~~~~: .. ~.~~~ .......... 
/ 

ALt.l'l'lllt. 'ueL Prfce (centi/thel'lll) 35.2 2604 31.4 

~ Pr.ni \,all (cllftu/th.",.) 2.0 

£)(1t D..-.cI Chargn (centl/th.".) 4.4 1/ 

I. ... : AWf'-V. eo.t of c.. (centl/them) 19.7 2/ 

'NaXf_ Trerwpol'Ution, Rat. (c:ents/tMni) 18.1 31 

Seed Def.,l t ltat. (clfttl/tMni) 16.5 . 16.5, 

Percent Of 1C000000t 11184I1.-.d 1a.1~ 0.0% 41 

, 
UNdJUIted VoL~ 'or.c:.t (MOth) 44& 1,7'91 ~,m 

DfllCOUllt AdJUI~ Vol~ (MOth) 0 325 0 51 

............... ---------.. -----... _ ............ ---................... ----~~--........... -

11 (CAMIIJAL NlCOTtATID. VOI.UlCS/(1 !STlMAT!D P2I • a-1ND·. Q)(D TMItOUCMPUT» • 

:5 aNTS) .' «'t • (ANNUAl. NII!GOTIATm'VOLUlCS/('. PTINATC P2I • a·IND-. COG!If 
TMItClJGIIPUT») • 5 eDITS) I 

ZI (551· CDU POlTPOI.IO "1C!) j (451 • MOIICOU POlTP0I.10 ,.1C!) 
, / 

31 Al.TOMAT! ML PIUC! • CAl PR!MIUM • !!XlT OIMAIIO CIiARCU • AVOAGl COST 0' CAS 

I 
41 (SUD'DIPAUI.T RAT! • IWeIMUM TRAHSIIOIlTATlOll RA1I) I SUD OI'AULT RATI 

I 
I • 

51 PUCDT OISCXlUltT UQUIRC'·' UNAOoIU$T!D' YOLI'" 'OUc:AST 

I 
I . 

I 
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r APPEIII)UC.I 

TABLE 1A 
PACI'IC GAS AND ELECTRIC ~PANY 

ANNUAL cosr ALLOCATION: PROCEEDING 
ADOPTED· DISCOUNT ADJUSTMENT MODEL 'OR C;"JND· 

FORECAST PERIOD:. JANUARY 1, 1989 TO DECEMIEIt 31, 1989 

.......................................................................................... 
ir2" OIL "OIL PROPANE 

,ooTNOTES: 

1, (ANNUAL NEGOTIATED ~LUMES/(1988 ESTIMATED P2I • G"JND • OOGEN THROUGHPUT» • 
3 CENTS) • «1 • (~UAL NEGOTIATED VOLUM!S/(1988 ESTIMATED P2I • c;"IND·. COCEN 
THROUGHPUT») • 5· CENTS) 

/ 
21 (55%· CORE PORT-'OLIO PRICE) • (45% • NONCOR! PORT'OLIO PRICE) 

/ 
31 ALTERNATE 'UE' PRICE. GAS PRE"IUM • EXIT DEMAM> CHARGES" AVERAGE COST 0' GAS 

41 (SEED DEFAULT RATE" MAXlMUM'TRANSPORTATIQN' RATE)·' SEED DE'AULT RATE 

51 PERCENT DISCOUNT·REQUlRED·· UNADJUSTED VOLUM! FORECAST 
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APPENDIX ,.. 

TABLE 18 
PACI'IC GAS· AND ELECTRIC COMPANY 

ANNUAL COST ALLOCATtON" PltOCEtolN' 
ADOPTED· DISCOUNT AOJUSTKENT MODEL 'OR P2I 

'~ECAS" PERIOD: JANUARY " 1989 TO DEC!MI!R ", 1989 

~ ••••..........•••••....... --~ ..•...••••.. -.. -.. -.....••.........••••.•........... _ ...... . 
IZ OIL 1116 OIL .. -...... -...... -••••..........••••. --.... -~ ..........•. --..... --...... ~ ......••••• -.... -. 

ALternate 'uel Price (c.nt./the~) '1.4 2&.5 36 .. 1 

ea. Preml ..... (centa/therm) 2.0 2.0 2.0 

Exit Demand Chargel (centl/therm) 4.4 4.4 4.4 1/ 

Le.l: Averag. COlt of Gal (c.ntl/therm) 20.0' 20.0 20.0 2/ 

Maxfmum Tranlportatfon"Rate (c.ntl/therm) 23.8 14.9 22.5 'I 

Seed Defaul,t Rate (cel'ltl/therm) 15..8 15.8 15.8, 

Percent Of &Count RlqUf red; 0.0% S.~ 0.0% 41 

UnodJulted VoLI.II'IO ForOClllt (~th) 466 1,864 5 .. 592 

Di&count AdJultment·voLI.II'IO C~th) O· 110 0 51 

..... --......•••••...•....•••••....... --•••....... _-.... _-••••••.........•••. _ ..... -..... . 

,ooTNOTES: 

" «ANNUM. NECOTIATED VOLUMES/(19a8 EST1MATED P28 + "1110". COGEN THROUCHPUT» '" 
:5 CENTS) • «1 - (ANNUAL NI!GOTIATED VOLUMES/C.19M ESTIMATED P28 + 10·1110 • COCEN 
THROUGHPUT») '" 5 CENTS) 

31 ALTERNATE FUEL PRICE. GAS PREM1UM. EXIT DEMAIID CHARGES· AVERAGE COST 0' GAS 

4/ (SEED' DEPAULT RATE ~ MAXIMUM:TItANSPOltTAT10N:RATE) I SE!D'DE'AU~T RATE 

SI PERCENT DISCOUNT REQUIRED· '" UNADJUSTED'VOLUME 'ORECAST 
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AP9(MOtX a 

TAB!.! 'C 
PACt,tC ~ AHD· ELECTRIC COMPANY 

ANNUAL COST ALLOCATION' PROC!EDtNa 
AOO9TEO IHSCOUMT AOJU$MNT MOOIL 'OR eoGI!N 

FOR!CAS'!' P!ltlOO: JAHUAIlY 1, 1989 TO O!Cl!MII!R ", 1 

............................................................ . ........................... . 

....................................................... .-... ~ .. -........•.....•. --.. -... 

26.! 31.4 

2.0 2.0 2.0 

4.4 4.4 4.4 11 

19.7 19.; 19.7 2/ 

21.9 ,:s., 1a.1 31 

14.9 14.9 14.9 

o.ox 9'.3% O.OX 41 

~l .. ted VoL~ 'OrecM (MDth) Z9,9S4 2,661 3aO 

/ 
OiSCCMYt Adl"~ YOr (MDth) 0, 2101 0 51 

--.. -.. -.-.----.. *-/----.. ---... -.. ~ ....... --.... ---..... --.. --... -..... --.... --.. -~--.... 

'OOTJIOT!S: 

/ 
11 «(ANNUAL HlpIATS IIOI.I.MS/(19aa ISTIMATIJ) P2I • a·lIlO • ~ TNItQUQlPUT» <II 

3 Cl!NTS) • ( , .. C-'lfMI.W. lI!GaftATI!J)' VCIC.I.ICI/(19U m!MA1tJ)' P2J • a·ll1O- • COGlM 
THROUGHPUT) ) <II , C!NTS) 

21 (55"" ~ PCIT'OUO PltlCl!) • (4'" <II NOIICOU PORT'CM,10 PltICI) 

31 AI.TtRMAnJ ML PItre! • w. Ptt!MIUM • I!Xrr DDWID' CMARGIS • AvtRN.1! COS'!' 0' CA$ 

41 (SIC O/'NJI.T !tAT! .. MAXtJIUI TW~ATtOll: !tAT!) I SUI) OI!'AULT AATI! 

I .: 701"-""" -, ................. '""'" _CAST 

" 
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APPENOr..c .. 

TABLE 1C 
PACt nc CAS· AND I!LECTRIC COMPANY 

AJjNUAI. COST ALLOCATIO." PltOCEEOINC 
ADOPTED, DISCOUNT ADJUSTMENT, JIeoDI!L '0It· COG(N 

.... - .... -.--•• -.--•• -.-~.- ••••••• jI!Io •••••••••• - ......... - ............... ~ •• - •••• - •• - ........ - ........ . 

12'011. 1116 OIl. 
~.-.-... -...... --....... -...••...••... -.. -.. -.... -................ ---•.•.••..••••...••..... 

Alternete 'ijel Prfce (centl/the"") 37.4 28S 36.1 

c.l Premfum,Ccentlltherm) 2.0 2.0 2.0 

Exit Demand Charges (centl/therm) 4.4 4.4 4.4 " 
L.I: Average COlt of "'I (clll'lti/therm) 

/'" 

~~~:~/ ~~:~~ 20.0 2/ 

Mlxfmum,Tranlportation Rite (etnt./therm) ~. 14.9 22.5 3/ 

Seed Default Rate (centl/thel'll!) 13.9 13.9 

Percent 01 ac~t Requf rid O.OX O.OX O.OX 41 

UnedJl,If.tCld· vol~ 'orecaat (MOth) 2,661 380 

DfKOU'It AdjUitment VoLYIIe (MOth) 0 0 0 5/ 

.... ~~.~ ......•.......•...•.• ~ ... -.•...••....••. --..... -................................ . 

/ 
,00TNOT£S: 

" CCAJjNUAI. NECOTIAT£D VOLUMES/(1988·ESTIMATEO P2I. C-IND·. COGlN THROUGHPUT» * 
3 CENTS) • «1" .. (ANNUAL N!COTIATEO' VOLUMES/C1988 ESTIMATED P21. C-IND·. COCEN 
THROUGHPUT») * 5'C!NTS) 

3/ AL.TERNAT! 'UEI. PRtCl! • CAS PREMIUM'. EXIT DEMAND· CHARC(S - AVERACl COST 0' CAS 

5/ PERCENT DISCOUNT REClUIRED • UNADJUSTEO'VOLUMt 'ORECAST 

Page 3 
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CUSTOMI!rt Cl.ASS 

TAB I.! 2A 
PACme CAS AND !I.!CTIIIC CC»IPANY 

ANNUAl. CO$1 AI.I.OCATION PIIOCZEOINC 
~CPT!O THROUCHPUT 

Page 4 

DISCOUNT 
Al)JUST£O 

THRCUGMPUT 
(MOth) 

..••••.....•••..•..•••..........•••...• -- ... ---........ -~ ...... -.. --.... -
CORl THROJCHPUT 

lI .. fdentf.L 1M 180,453 180,~ 

lI .. fdent1.~ ,. 32,441 '$Z.,441 
Toul lI .. fdlnt1.l 212,930 212,930 

S.I.L c-refeL 68,353 68,353 
~ ec-.rcf.L COI"e 14,914 14,9'14 
lArve ~f.l IIOI'IC 0 0 
IArve·~1.L Tr 0 0 

«S,267 83,261 

trrtet'Olpal'tlMl'lUL ao ao 
Intera.p.rtllllntaL ", ", 

PO&l SUI"t-UP· Pile 1,414 1,474 

SoCaI. Id'eon· 0' 0' 

Total. 2 1,651 1,651 
- .......... ........... 

TOT CXIU 291,&41· 297' ,a4I 

_L 
I 

Laro- '21 (or. ILICt 
I 

4,1as ',OffT 

~-r-
1,195 1,144 

Larve P2I T~-onLy 2,232 2,131 
To L lArge P2I 7,612 1,26T 

Il'IduIt:r eo,.. ILect 66,A 63,009 
11'1du1tr L NOI'ICot'e 19,2!0· 1S,'" 
Jl'ldultr aL Tr~-(lnLy 35,452 33,391 

I 

Total I ...... tri.1. 121,634' "','" I 
CotIMretiOl'l' CO,.. .let 18,135 11,999 
CotIMr.ti on Moncore 5,075 5;031 
e.oo--.itfOl'l T,...,.po"-On'V 9,765· 9,692 

I 

Toeel. CoGeneration· 32,975 32~ 

lOR Cor. IL.:e O· 0 
, lOR' 1I00000Or. 3,721 3,7Z1 '. , . lOR TrlN!)Ol"t-(lnLy 14.., 14,.' (Conti I'IUad on I 

TotaL EOR' 1.,602 , ..• llat 'ega" 
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,AP9END tX B ' 

TABLe 2A 
PACIFIC GAS· AND' e~ECTRIC COMPANV' 

ANNUAL COST ALLOCATION' PROC!!DIN' 
~!~ lHROUGHPUT 

'ORECAST PERlOO:. JANUARV " 1989 TO DEaMa!. 31, 1989 

••..•.••.....• -...... -..... -.. -.-~ ..... --.... --.. -..... -....•..........•... 
UMADJUS"I'C· DISCOUNT 

CUSTOMER CLASS THROUGHPUT ADJUSTED 
THROUGHPUT 

(MOth) (MDth)' 
_w ......................................................................... 

CORE THROIJ'HPUT 

Rnfdentfal 1M' 180,483 180,433 
Residential "" '-2,441 32,441 

Total Residential 212,930 212,930 

Sm/I LL Conmerc {a 1 68,353 68,353 
Large Commercfal COr. 14,914 14,9141'1 
~.rg. Commercial Noneore 0 0 
Large CcwrrnercfaL Tran.port·Only 0 

Total Commercial 83,26'7 

Interdepartmental a.c: ao ao 
InterdlplrtMental CPS VI 91 
Pel! Start-Up· ,yeL 1,474 
SoCal Edf.on, 0 

Total Other ",651 ... ,. .... -
TOTA~ COIl! 2"n,848 

NOHCORE THROU'HPUT 

Large P2B Cor. ELect 4,354· 4.296 
LargeP2B Noneor. 1,242 1,m 
Large P28 Tranaport-Qnly 2,322' 2~' 

Total ~rge P28 1,922 7.812 

Indl.latrlal COre ELect 70,402 70,'09 
Industrial Noncore 20,240' 2O,2OS 
Indu1trfaL Transport"Only 31,360 17,29S· 

Total. Industrial 128,002 121.7"18 

Cogeneration· Core Elect 18,.135 18,135-
COg.neratlon'Noncor. 5,015: 5,015 
Cogeneration. Tran_port"Only' 9,76S 9~76S-

Total Cog.ner.tfon 32,975 . 32,915 

fClt Cor. !lect 0, 0 
ECIt Noncor. 3~721 3,'721 
EOIt Tran.port"Only· 14,118' 14,aU 

TotaL ECIt 18,602 18,602 
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APP(NOtX a 

TA8L! 2A 
PAet,tC CAS AND ELlCTRIC COMPAHY 

ANNUAL COST ALLOCATtQN-PROC!!DtNG 
ADOPTeD TI4ROUCHPUT 

-...•••.... -.. -....... -.. --...•••..•. ~ .... ---.. -.. . ....•.•... -.••....•••.. 
DISCQJIIT 

CUSTOMER CLASS ADJUSTeD-
THROUQlPUT 

(MOth) 
••••••••••••••••••••••••••••••••••••• M __ __ ••• _ ••••••••••••••••• ~ •• - ••• - ••• 

EOI Co\Jenel"at1on CO,.. ELect 0 0 
!OR CoQeMrati on Noncor. 951 951' 
!OR COlen.r.tion "r.".por"t~L 11 .. '1'Zf 11:ro 

Toul !0It eooenerat:1on 115,654 '8,656 

IoItIoL ... L. COr. ELect 6,2$4 6,256 
~l ... L. IIoI'Ic:CIN 0 0 
IoItIol ... l. Tl'MIIpoI"tooCn L 4,'70' 10.17'0 

Total. \oIftoL ... ~ 10,426 10,'26 

138,7'09 138,709 
UlO·PGIf MonGor. 0 0 
ue:a·PG&I TrllMJ)O 0 0-

Totel Ul!C-PG&! 138,7'09- 138,7'09 

UlG-a eor.!~ 3,m 3,123 

ura-sa~ 0 0 
UlG-sa TI" ~ly 0 0 . 

'3,823 TOUl ~G-sa 3,m 

14,398 14,3M 
:S,!02 3.802 
1,m 1,m 

26,.117 26,1" 

.don· CO,.. Inert 1,,163 7,163-

.1en, Nonc:or. 1,974 1,974 
acion" Tranlport-Qnly 3,A9 3,. 

ouL GC2-c:og.neredOl'l- ",026- ",026 

1,033 1,033 
86 .. 

...... ----. . .. _-.-. 
TOTAl. MOIICCIRI! 392,'1'5" 315,114 

TIIRQ.I(j,IIPUT 

O~\JM 6,061 6,061 '\ ......................... 16,769 16,769 

(conti nuecI 
11"0. P,....,.ou. 
Pege) 

(COntinued- on 
Nat p ... , 
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APPENDIX. 

TAILE 2A 
PACI~lC CAS-ANO ELECTRIC COMPANY 

ANNUAL COST ALLOCATION PRoctEOING 
AlXlPTED THROUGHPUT 

~ORECAST PERIOD: JANUARY 1, 1989 TO DECEMBER '1,' 1989 

................................ _--..... -.... --............. _ .... -.......... . 
CUSTCIIER CLASS 

UNADJUSTED 
THROUGHPUT 

DlSCQJNT 
ADJUSTED 

THROUCHPUT 
(MOth) (MOth)-

.. _-.•....•••........•••••...•...•••••..........•..•••• -......••••••....•.• 

EOR Cogeneration· cor •. ELeet 
EOR Cogeneration·Montora 
EOR Cogeneratfon.Traneport-OnLy 

Total EOR. Cogeneration 

WhoL ... La Moncora 
Whole .. L. Tran.port-OnLy 

TotaL WhoLesale 

UEC-PG&! core ELect 
UEC-PG&E Nancora 
UEC-Pelf! Tran-port-OnLy 

TotaL UEG-PCU 

U!C-SCI! Nonco"e 
UEG-SCE Traneport-OnLy 

TotaL utC-Sa! 

CCZ-lndultriaL Mencore " 
GC2-Jnduatrial Tr.,.port-OnLy / 

TotaL GCZ-lndl.latrtaL I 
GC2-Cogenerat{on,COr. flee 
GC2-Cooeneratfon.Noncora ;f 
GCZ-CooeneratfonTran.port-OnLy 

TotaL. GC2-Cooenera(fon. 

Stelllft Heat / 
Jnt.~rtmentaL 

TOTAL NON~£ 

) 
OTHER THROUGHPUT 

Gal Depertment Uae Cora 
e.. Depal"tlllant UN Nonco,.. 

0 0 
931 931 

11,721 11.m 
18,654 15,654 

6,256 6.256 
O· 0-

4,170 4,170'. 

10,426/:10,426 

138,.709 138,709 
o 0 
o 0 

133r 133,709 

I
,m 

o 

3,~ 

3,m 
o 
o 

l,m 

i 
l 14,39&-

3,302 
1,m 

26,177 

7,1~ 

1,974 
3,889 

13,026 

399,439 

5,m 
303 

14,398 
3,302 
1,m 

26,177 

7,.163 
1,974 
3,889 

13,026 

5,758 
303 

P.:lge 5 
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APP£NOIX S 

TABLI! 2A 
PACt'IC GAS AND' !L!CTRIC COMPANV 

ANNUAL COST ALLOCATION: PROC!!OINC 
ADOP'I'!D THROUGHP\JT 

........ __ .................. --.-----_ ............ / ----.................. -
OJSTCIM!R CLASS 

DISCOUMT' 
ADJUSTED 

THROUGHPUT 
(MDV!)-

............ _----_...................... . .................... -----_ ...... . 
Lo.t It'd UMcc:ounted,'Of' Nonc:o,.. a7'5 a7'5 ( COI'Itll'1U1d 
Intel'lrtH 1 ty Nonc:o,.. 47,D79 47,0'19 
[nt.~tiLfty T .. enaport-only 20,192 20,192 

......... _._-----
TOTAl. OTHER 90,976 90,976 

------ ---
TOTAL TMaJGHPUT 781,5IJ1: m,938, 

... _-_ ...................... --.---------------.. 

TAIl.! 21 
PACl,rc GAS NIlJ' WCTlIC =WAIl" 

AllIIJAL COlT AI. .. OCATJOI PIlOCUDJItG 

ADOPTID' TMRCIIJGIIIUT 

(IC>UI) 

... ~.;;:;~:;;;:-;;:::::: ........... -----;;;;-~ ... ----..... ~ ... . 

+
Of'e au It..,tI'--.ta 83,057 31',&47 
TotaL R..,f~. 641.591 636, ," 

T 8l T"IMport"Only "6,285 "4,05S 

Tr8l Other "_~~~ •• ~~ 
TOTAL THROUGHPUT 711','" m,938, 
I 

f/'Olll P ...... ioua 
Pege) 

... _---.. ---------_ ... ---------.... _------------------.. ------------------
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APPE~lX • 

TABLE 2A. 
P~Cl~IC CAS· AND' ELECTRIC COMPANY 

ANNUAL COST AI.I.OCATlOM PftOCUDING 
ADOPTED THROUGHPUT 

~OItECAST PERIOD: JANUARY 1, 1989 TO·I)EctMlER ",. '989 

• •••••••• ___ ••••••••••••••••••••• _w ••• __ ...... _ ... _ ••••• ____ •• _ •••• _ ••• __ •• 

CUSTOMER CLASS 
UNADJUSTED 
THROUGHPUT 

DISCOUNT 
ADJUSTED· 

THROUGHPUT 
(MOth) (MOth) 

w ••• _ ••••••••••••••••• _ ••••••••••••• __ •••• __ ~ •••••• _._ .................... . 

Lost and un.ccounted 'or core 
Lo.t and'Unlccountld,'or Noncore 
Interl,ltHfty Noncore . 
tnterut! ltty Yr_port-OfILy. 

16~769" 

875 
47,0'19 
20,.192'-

TOT~L OTHER 90,976 ,976 

......... ~ ..... . 
... :~~:.:~~~~ ............ :~~~.~ ...... ~~ ....... ~:~ .... . 

PACI~IC CAS ANO ELECTRIC COMPAN'f 
ANNUAL COST ALLOCATtOt4" PIIoct'EDING 

ADOPTED· THRCUGHPII'V' 

/ 

........ :~~:.:::::.:=.::z~~=:.:::.:: ............. . 

... ::::.::.::::::: ............ ~ ....... ~~~ ........ :~~ ... . 
Core Ga. Requtr....,t. I 297,848 297,&48 
Core-ELect Ga. Requfrement. 264,363' 264.180 
Noncore c.. Requt l"ellllnt'! 84,064 84,011 

Tot.L Requ{ relWlta 646,275 646,039 

Tot.l Tr.".port-OnLy / 
! 118,283 118,186 

Tot.L. Other 
I 

TOT~1. THROUGHPUT ...... -....... -~ ............ -•........ -... -.-........ -........ -..... --_ ... . 

Page 6 



• 

• 

.. 
A..BS-09-032 /M:J/KL."1 CACD/lk/l 

.' 

_ .. , 

APP~t.tO[X B 

TAB I.! :s 
PACI'IC CAS AND-ELECTRIC OOMPAHV 

ANIllJAI. COST "I.LOCATIO'.- PItOC!EDINC, 
ADCP'I'ED COST 0' CAS 

.-----~-.----.. ---.. --.-... ---..... -... ---.. ----.. .. _-_ ......•.. --.... --.....•••••. 
"IC! 
(SlOth) 

COST 
(1.000) 

...... M __ ~ •••• _ ••••• _ ••• ___ ~ ••• __ •••• _ •••• __ ... --._-............................. . 

COlI!: 

e.lfi'ornC. 
Rocky ~taf 1'1 

PQT-CMldf an, 
£l P..o 
SOUth .... t. 

w{thClr .... L i'r". Stor • 
rnJection,to storage 

.tOf' .... N~ted· 
tr_1tfon·,coa ) 

I.~: .tOf' .... ,..L.t~. . 
tr_ttfon,~t. 

TOT~S 1. 
CCU Wei gIItad A • COat of aM (WACOC:) 

NoncON 0 
I 

NoncOl"W Gaa D"~ U .. (GOU) 

NoncOl"W Loa~ and 
~. 'Of' (WA', 

TOTALS 

122.a1S- 1.800 
2.705 1.610 

368,28$ 1..841 
Z.a44 

120,428 2.100 

614,m 1.886 

39,329 2.064 
<31,190) 1.886 

616,372 1.-

616,372 

83.051 
6,061 

,1.900 

221,061 
4,511 

680,m 

252,199 

1,158,7"06> ' 

a1,'''' 
(10.140) 

1,169,740 

(7,001) 
.-........ .. 

1,162,740 

'1O,m 

. ........... . 
". TOTAL COST\O' GAS • 1,m,726 

... \ ... ---...... _ ...............•..• -.•....... _-..... --....... ---.. -... --.-.. -..... -~ .. -
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APPENDIX .. 

TABLE 3 
PACI'IC GAS·AND'ELECTRIC COMPANY 

ANNUAL COST AI,I,OCATlC* PltOCW%NG· 

ADOPTED COST 0' CA$-

'ORE CAST PERIOD:. JANUAflY1, 1989 TO"OEC!MIER 31, 1989 

.............•••••••••.................••••••••••••. _-.......... _---............••••• 
VOLUME 

(MOth) ' . 
PIlla! 

(SlOth) 
COST 

(1000) ..... -............. -.........................• -~ .................................... . 
COlt!!: 

~Ly SOYrc.,.: 

Ca~ifornf. 

Rocky Mounteln· 
PGT~Can.dfan 

E~ P .. o
SOYthweat 

Subtotal 

Withdrawal from-Storaae 
InJectlon·toStor.ae 

~tot.l (1nc:~udlna 

Ito".ae-,..Lated 
tr.n.lelon-cOlt.) 

I..,..: .to ... a.· ... L.ted· 
tran.ltlon,cOlt. 

TOTALS 

CORl! ..... ..0 ........ COO, ~ ... 

NONCORE: .' 

NOftCOre·Dem.nd ~ ! 
NOftCor. Ga. Dep.rtMent U .. (GOU) 
Noncor. Lo.~' 81'1d' / f 

Ul'l8CcountacHor (LUA') 

/ I 
TOTALS : t 
MONCOR!! Welahted AveraJ COat of Ca. (WACOC) 

j 

TOTAL COST 0' GAS-

122,81S 
2,m 

36S,2SS-

S84.7'3a 

SIS4,7'3a 

85,242 

1.850 
1.670 
1.940 
2.844 

2.050, 
1.944 

1.951 

1.944 

1.900 

22'7,2Oa 
4,S17' 

7'14,473 

186,467' 

','32,665 

80,629 
(12,303) 

','40,991 

4, '67' 

" '36,824 

16',960 

',298,784 

... __ ......... -......... _ .............. _---......... _-•••••............... _-........ . 
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APPEN'OIX B 

TABtE 4 
PACIFIC GAS AND ELEC'l'RIC COMPANY 

ANNUAL COST' ALLO~ION PROCEEDING 
ADOPTEO STORAGE-RE~O TRANSITION COS~S 

FORECAST PERIOD: J~ 1" , 1989 

-----------------------------------------~-----------------
weighted Average P%'ice ot With4rawals:h) 2.064-

LesS! Weighted average price of core 
gas (S/Dth) 

~------

Subtotal (SlOth) 0.178 

volume ot Withclrawals (MOth) 39,329 

Storage-Related ~ansition JPst5 ($000) 7,001 

------------------------_. ------------------...-----------

I , , 
I 
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APPiNOIX.B 

TABLE 4 
PACIFIC GAS AND E~CTRlC COMPANY 

ANNUAL COST ALLOCATION PROCEEDING 
ADOPTED STORAGE-RELATED TRANSITION COSTS 

FORECAST PERIOO: JAN'OARY 1" 1989' TO DECEMBER 31, 1989 

Page S 

------~--~---~~------~---~--~~------~---~---~----~----~---~~ 

Weighted Average Price of Withdrawals ($/Oth) 

Less: Weighted average price of core 
gas ($/oth) 

Subtotal (SlOth) 

Volume of Withdrawals (MOth) 

storage-Related Transition Costs ($000) 

2.050 

1.944 

0.106-

39,329 

4,.167 

~~~-----~----------~-~~--------~-----~--~---~-~~--~-~-----~~ 
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APPI!NDIX 8 

TAIL! 5 
PAcr,rc CAS· AND' EI.!CTRIC COMPANY 

ANNUAL COST ALLOCATION PROC!I!OING' 
AOOPTED PORT'OLIO'PRlCES 

"OR1!CASf P1!Rl00: JAHUARY 1 ~ 1989 TO Decv.8t!R3', 

TOTAL COR! c:osT (seOO) 

COR! VOLUJiIl (MOth) 

CORI! POl"'oc.lO Pltla (SlOtt!) 

Page .9 

S'.124,9a5· 

G.014 

"70.98'1 
1,612 

............. 
I172,m· 

S1.913 ............. ji' ........................................................ . 

i 

, . 
I , . 

I 

'I / . . 
( 

I 
~ 
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TAILE S 
PACifIC G.AS-, AND, !L!CTIUC COMPANY 

ANNUAL COST ALLOCATION: PROCUOING 
ADOPTED' ~TfOLIO PRICES 

'ORI!CAST PERIOD: JANUARY 1, 1989 TODEC!M1f1t 31, 1* 
'-

..............•......•.•••••••••••••••••.•............•................. 
COIlE: 

CORE COlt of Gol (SOOO) 1/ 
Add:' Purch.M Gel AcCCMont (1000) 
Add: Fr.ncMae , ... and UncoUectfbL .. a O.OO943X (SOOO) 

TOTAL COR! COST (1000) 

CORE VOI.UME (MOth) 

CORE ~'OLIO'PR%c! (SlOth) 

NONCORE: 

NONCORE COlt of Gel (1000) 2/ 
Add: 'r.nchf .. , ... end UncoLLectfb~ .. Q O. 

TOTAL NONCOItE COST (SOOO) 

NONCORE VOLUME (MOth) 

NONCOR£ PORTFOLIO PRICE (S/Dth) 

S1,093,oza 
60,843-
10,881 

S1 .. 164,7'52 

562,211 

- ....-
.072-

S159.722 
, ,506-

S161.zza 

S1,.918 
................................ ...-_ ............................... .. 

FOOTNOTES: 

Page 9 
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" 

APPI!NOIX B 
TABLI! 6 

PACtlfIC CAS ANO I!L!CTIUC COMPANY 
ANNUAL COST ALLOCATION PROCEEDING 

ADOPTI!O RMNU! R!ClUtRI!M!NT.~ 

IfORI!CAST PERIOD:, JANUARY " 1989 TO 01!ctH8!R 31 
(In Thouunda 01 OoLl.,.., 

PROCUR!MNT RMM R!ClUlR!MNT 
1989 Gu Procu,..."t Costa: 

eo,../CoN-EL-ct 
Noneo ... 

Tot.L 1939 COImIodity co.t_ 
Co ... Purch.Md Ga. Account BaLance CCI>GA) 
'ranchf .. , , ... ~ uncoLLectfbL .. Q 0.0 

TRANSMISSION' RMIIUI UQUIRHHT 
1989 'OI'-=-t co.t.: 

.... RewtIUe 'iMd· a 

EC«'and'Interut1L~tY redftl 
Pfpelffte,O...nd Ch. 
Gaa StOt''" CII .. ryf , co.t • 
T .. lftaft1on,Coata 

::: :ffcet!xpenM 
CPUC ,. 

19IW TouL '~t Coet. 

I 
a.L.ncfng Accot.nt MOr't1!U1t1on: 1/ , 

eo ... GM r.t.a cc.t Balancing AccOlllt CC'CA) 
eo... I,..,L cion "L.ncfna AcCOlllt CCllA) 

I 
NoncOl'e I"L~t.atfon. laL.ncfna AccOI.f'It (1I11A) 

JlOf'ICO". t .. lftaftfon· Coat Accou'IC (IITCA, 
IIeOOCf.~ RewtIUe StabHfty Acc:Ol.f'lt (JIRSA) 
!rftanced Of L Recowry Acc~ (I!ORA) 

Interut~ LftY' .. Lar'lC'fl'lll Acc~ 
C'A oetJc $eNfc./bpInae 

TotaL.lONCMt ~ · .. Lane .. 

Add: ",.Jf .. , ... , Ul'lCoLLeccfbL .. a 0.00943X 

I 
ToC.L Tr."..fufon·Rewnue Requf~ (3) 

L ... :Tr...l.iufon. R~ .c PI'''''': ~t .. 

I 
ChItlO*, In·Tr."..fufon.Revenw R~fr .... c (4) 

I 

11,053,633 
110,981 

S1,224,619 
60,&43 
11,965 

S1,29'7,421 
1,1"",tI81 

S119,540 

S1 ,031 ,782' 
(14,693) 

174,844 
14,726 
34,402 
3,342 

50,000 
46,374 
3,.145· 

'1,349,522 

s.'S,.139 
50,319 
az,6Q5. 

2,446 
16,003 

(211) 

(1,922) 

(3,'26) 

'144,403 

'1,503,013 
1,473,104 

S34,909 ...... -------------.---..... ----.......... ~ ..... ~.-.~------------------.-----.-----~-.~ ...... . I 
ADOPTeD RMNUt ItlClUtR!M!NT (".a) 
TOT~ CIW6GI IN· nvPuI UClUlltDCJlT (2)-<4) ., . 

S2~,I040 

'154,449 .. ~--...... --------.; ................. -......... ------.---.. -------.... -................. -----
1/ laLanc:il'lll ecc:OI.f'I("tNllanc.a .... curr.nt thl'OYllft· Jat'AMry 31, 1989. 
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APPENDIX. 

TABLE 6 
PACI'IC CAS AND'ELEerRIC COMPANV 
ANNUAL COST AI.I.OCATlON· PltoctfDlNC 

ADOPTEO REVENUE: REQUIROENT SUMIWtV 

'OItECAST PUICIO: JANIJAA'I' 1,. 1989 TO'DEC!MI£R ", 1989 
(In·Th~ of DoLLar.) 

.•....••• -... --....... -~ ....•••......••...• -... ~-........•.... -~ .. --.. --... ---.-~.-.-.. -.. --.. . 
PROCUREMENT REVENUE REQUIREMENT 

1989 Ga. PrOCloll'elllltlt Coat,: 

COre/COre-EL.ct 
NoncOre 

Total· 1989 CoMmodity CoatI 
Core PurchaHd Ga. Ac:r.~t "lance (CPCA) 

Franchl.e 'ees and uncoLLectfbL .. 

Total proclolrement Rewt'II.Ie Reql.lfrwnent 

TAANSMISSIOM.R£VtNUE REQUIREMENT 

1989 'oreealt COlta: 
aa.e Rev.nut ,(xed Coat. (IncLI.Idos EOft and Int 
pi po If ne DeIIIII'Id Cha rg .. 
Ga. Storage Carrying CoIta 
Tran.ftfon·Co.ta 
C'A· Debt 5ervlce/tKpenee 
CEDA 
ioU'" and CDU Gaa 
CPUC, .. 

BaLancing Acco)\,l'lt AIIIOrtlutfon: 
Core Ga,· 'lxed-COIt •• La lno AcC~t (C'CA) 
Core r~Lement.tlon BeL 
Noncore l~l..,...,tatlon. Lancing AcCOU'It (NleA) 
Noncore Tran,ftlon ~ Acc~t (NTCA) 
Negotiated· Revenue St*blLlty Account (NRSA) 
Enhaneed· Of L R.ct:N87 Account (fOltA) 

InterutlLltyBeLanclno-AccOU'It 
C,,, Debt Servfce/ElCpenH 

Toul 'orec .. t Aci04ltt "Lane .. 

Add: 'ranchl .. Fees )UrteOUectibL .. 

Total TranAIIIl.alon Rewru Requl ...... 1; 

TOTAL REVENUE REQUIREMENT 

11,09:5,028 
159,722 

_ •••• __ wo ••• _ 

1,252,149 
60,843 
12.364 . .. "' ....... . 

",325,956 

",011,089 
174,844 
14,691 
31,568 
8,342' 

50,000 
46,034 
3,'1950 

11,346,364 

13,.189 
50,819 
a2,60S 
2,446 

16,003 
(211) 

(1,922) 

(8,526) 

1144,403 

.~ ......... . 
., .495,224 

.. -.... -.. -... -.. -.... --... -... -....... --... ~ ••......••••.•......•••••...••... --.... _ ... _ .... .. 

1/ BaL.nc:ing ICCOI.It'I1: beLanc ... re current thrOIoIgh J."....ry 31.; 1989. 
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APPENDIX B 

'rABLE,7 /' 
PACXFIC GAS AND ELECTRIC COMP,;NY 

AmroAL COST ALLOCATION PROCEE,tiINC; 
ADOPTED BASE REVENUE FIXErOSTS, 

FORECAST PERIOD:. JANfJAA":l 1,. 1989 'to DECEMBER 31,. 1989 
(11'1 'thousands of Dollars) 

/ . 
---~-~---~-~---~----~---~-~-----~~-----------~---~-~--~-~---~-
BASE FIXED costS: 

Common Oistribution 
Transmission 
Storage 
customer Related. 
Production Related 
SO% Aclministrative and. General 
Franchise Fees and. Uxicollectibles @ 0.00943% 

/ 

$259,991 
179,.757 
45,03l 

4601'638 
7/399 

741'273 
9',738 

TOTAL BASE F~D COSTS $1,03&,827 

Less: Other operating Expenses (5,045) 
. / -~-~----~ 

TOTAL BASE ~ FIXED COSTS $1,031,. 782 
~---~~~--~-----~-~--~-~~-----~--~~--~--~----~---------~---

'All information pert~ninq to Base Revenue Fixed Costs is ~aseCl 
on adopted alloeatio~ from the workpapers for PG&E Attrition 
Resolution, G-2838 ~ted Oecember 19',,, 1.988'. 

I 
/ 

tABLE 8 
~CIFIC GAS AND ELEC'I'RIC COMPANY 

ANNUAL; COSt ALLOCA'rION PROCEEDING 
ADOPTED TRANSITION COSTS-

FORECAST PERIOD,. J'AlfOA:R"1 11' 1989 - DECEMBER 3l, 1989 

____________ -..l ____ ~_:::::::::~~~:::~ ___ ~ ____ ______ 
I El Paso LiquidS settlement $27,347 
I 

Storaqe-Related transition Costs 
I 

7,001 

opinion No. 270-RelatedCosts 

canadian Takei-r-pay .,----.. -.. ~ 

o 

54 

TO~AL, 1'RANSI~ION COS~S S:34,.402 , 

. ----~---~---:i-----------~~-;;-~;;;;;;-;)-~-~---------~----~--~ 
, , 

I 
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'APPENOXX B 

TABLE 7 
PACIFIC GAS AND ELEC'I'RIC COMPANY 

ANNUAL COST-ALLOCATION PROCEEDING 
AOOP'I'EO BASE REVENOE· FIXED COSTS 

FORECAS~' PERIOD: JANUAR¥ 1, 1989 TO DECEMBER 3~, 1989 
(in Thousands ,ot Dollars)' 

---~----~--~~--~--~--------~-----------~-~--~----~-~---~----~--~ BASE FIXEO COSTS: 

Common Oistribution 
Transmission 
Storaqe 
CUstomer Related 
Production Related 
50% Acbninistrative and General 
Franchise Fees and Uncollectibles 

TOTAL BASE FIXED COSTS 

Less: Other Operatinq Expenses 

SUBTOTAL BASE 

$2S9,99~ 
179,757 
45,031 

460,638-
7,399 

74,273 
9,738-

- ... ----------
$1,036,827 

(5,045) _iIIIII __________ _ 

$1,031,782 

Less: EOR and Interutility crj its ____ ~:~~~~:: 

TOTAL BASE REVE~ FIXED COSTS $1,017,089 _~ _________ ~~ ____________ ~~_~ _______ iIIIII ___ ~ ____ ~ __ ~ ___ ~ ___ ~ _____ _ 

All intormation pertaini~to Base Revenue Fixed costs is based 
on adopted allocations ~om the workpapers, tor PG&E Attrition 
Resolution, G-2838 dat December'19, 1988. 

TABLE 8 
PAatFIC GAS AND ELECTRIC COMPANY 

ANNUAL COST'ALLOCATION PROCEEDING I AOOP'I'ED' TRANSITION COSTS 

FORECAST PE)UOD, JAN01Jt.''{ 1, 1989 - DECEMBER 31, 1989 f (in Thousands ot Dollars) 

I 
-----~----~----~~----~--~-~--~--~-----~----~--~-~-~-~-~-------~.' El Paso Liquids Settlement $27,347 

Storaqe-Related Transition Costs 

Opinion No. 270-Related Costs 

Canadian Take-or-Pay 

TOTAL TRANSITION COSTS 

4,167 

o 

54 

-----------~----~~----~-~-----~--------~-~------~-~---------~--~ (End of Appendix S) 
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APPENOI)C e 
TABLE 1 

PAClm: COA5 AND II!L!a/UC COMPANY 1989 AC» 
REVENUE REQUIREMENT CHANCE 
(In Th~ of'DoLL.,.) 

PROCUREMENT REVENUE REQUIREMENT 

Total PrOClolr.ment Rev.nue> ReqIoIfrellllnt 
L... Procuremant Revenue ROCIUf rement a P,...,.t Rates 

Core 
CoI'4t"ELect, COre-ELect \lhoL 
lIonc:ore 

R.qui relWlt 
Requ1 r ... t a PreNnt .. tn 

IN'REVENUE REQUIREMENT 

11,325,956 
1,186,530 

1139,IoU 

11,495,224 
1,490,689 

4,535 

9,438 
(4,902) 

14,535 

$2,821,180 
2,677,219 

1143,962' 

Page , 
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AI'I'f II) I X ( 
TAilE 2 

KIf AIIlJAl COU AllOCAII '* tIOCfEo lIS 

OlTAlll.IItflLlIlG ~TEo COSt ALlOCATlOII 
WIS fat AOMTlIWi CUUMI AJ/i) ofJWID tAA*Gf JEVE~$ 

to IfCOYEllfna Am lmS fJ(ll WUJETlIC CIAlIiE$ II 

• SYSTEM :1T1f IASEO ail Tms tAXfS t 
_. __ .____ i :DEPIECllTEO :vt COst of t STATE ((DUAL l tOTl.!. 

----;---.-___ -!!STEM • lATllAR * t6e , HfD i 
• HRf" __ L (tOOO'$) .* Of 6.7'Ol HSOOI)'S) u$OOO'S) t <,000'$) • 
• zaa& ••• a.&.a.&&&a •• & ••••••• ~.a&K •••• s~.a ••• & •••••• &t&&~aaaa&.~:;;;~.&~:1sas~z:~ 

________ n,496 1\2906 

tOTAl DEpt .1 
PlOOoc 11011 
SfOUGf 
OIStllJUlIOI 
toSl<N1 
UUSMISSICII 

0.00015 
0.01651 
0.21215 
O.3IS91 
0.26396 
1.00000 

1,912,151 13l,'34~ 
1,411 99 ~ 

151,on 10,118 
537.905 36,040 
761.1&2 ~,999 
5~.5n 34.118 
1912150 132.I}4 

2,565 
9,U6 

Iz,9ia 
I.M2 

lJ.496 

M 

29.803 
112,906 

20& 
21,m 
15.911 

107,50S 
~~3 

278,531 
278536.111 

1/ Oeptecl.ted rete bue If'd It.te If'd feder., hut ieflect kU base cost 
nYel"lJtS I.piIted to reflect lu 1989 Aurltlto aesolutlto. '-2m (12119/88). leturn 

(I.e., wlllhted cost of preferred If'd c~ eq..tity) reflects f[nanch' .Urltloo 
Mlth«hed In D. U-12-09( (tl/19/83). 

• 
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, APP!HDlX C 
TABL! 3 

PAC"'C CAS AND ELECTRIC COMPANY 1989 ACAP 
ADCPT!D COli! llAT!s ANI) 1I!V!Nl.I!S 

(E"!CTIV! 4/1/89) 

AOJUST!D PtI!S!NT 
CJST/SAL!S !tAT!S 1/ PHS!HT ADOPT!D AOOPTEI) 

CI.ASS 0' S!IIVIC! 'OR!CAST (SIT" &IMO) RMMUtS IIMlIU6 QlANG! 
(MT"/OJST) (1/'189) (MS) (MS) (%).. 

••••• w.~ ••••••••••••••••• _____ •• ______ • ___ • ____ ._. ____ ••• _ .-.-.. --.-............. -.~ ........ ~.--.. 
(.) (b) (e) (.) m 

RESIDeNTIAL 

Tf.~ r (B ... lf~) 1,'24,898 0.41644 0.44659 M1,005 7.2% 
Tf.~ n 599,899 0.82146 o.b461J2 '08,007 3.1% 

C$rGT Adj. (6$) 0.0% 

TOTAL IIISID!HTIAL 2,124,797 0.55636 1,182,.152 S.!5% 

SMALL CCMM!IICIAI. 
SQlCUL! "-NII1 :-

• 
~~ Cherg(SIMO) m9.!584 ",2_12 2a,!598 : 11.!a 25,030 -2.0% 
~lIet. 334,820 .J.:SZS3 '",",753 : 0.45432 "20283 5oZ. 
wfnc.,. lIaCe 363,450 .'8364 212,,124 : 0.61i.oO 2ZS r 1'9 5.2%. 

.. 
Tote~ ,a-M.' 698,Z70 38:1,475 : O_m'8Z 403,472 4.7% 

LAItGI CXIMMIJtCIAI. .. 
SCIIIDUI.! ,." HIl2 

~t CNrg(SIMO) 
2:; 

138.52 396 : 135.!5 3M "1.~ 
~lIaCe 72,.1 . 0.37350 26,941 : 0.3a430 27,719 2.~ 
WfM.,. Rate 7'8 r18O 0.50423 39,123: 0",1m 4O,V! 2.~ 

1,0/910 

: 
Tou~. a-wltZ o .1ol.lo:S7 67', OIJJJ :' 0.4,7Ca M,m 2_~ 

CI:lIIea~ (TIlANSPOItT ON ) 

SCHI!DUI.! a-MIG 

cu.t Char;(S/MO) 1311.52 o : 135.45 0 -1.9% 
~bC. 0 0.19098 o : 0.18293 0 004.2% 
WfM.,. "Ce 0 '0.32171 o : 0.31742' 0 .. 1.3X 

Total a"MRl 0 O.3:s1~ o : 0.35499 0 7.1S 
:. 

• Total COnnet"cia~ 849,180 0."291 452",5 : 0.55636 47'2,450 4.4% 
I 
\ TOTAl. ,all! 2,97'3,977 0"'2909 1""',497 : 0"'5636 1,654,603 5.2:' , . \ , 

1/ CPUC lIoII'CIIarg. of S.00076/theN Nflectld· fn prwam: ... c .. , eJCCept for I'G&I and sa vol'--S. 



• • 
Al'ffNOIIC C 

IMll 1 
.. GtE ANNUAL (on "llOCA.II~ l'aOC(£OIliIC 

OEIAll l~tll'ING ~t(O ~, AllOCAIION: 

eASI $ fOIl .-bMIIIIG WSltJtEt »to OEItAH() tWCE IEvEMJ($ 
to .ECOVU IIElURI( AltO 'AXES rWi YCtU4EIIIC twcu 1/ 

I STSJElt :.1. eASED~: IAXU i 'AXES i 
:DEPII£tIAtEO :~1 toSl·o; t SIAIE t rEDElAl t 10lAl 

sunlC t lAtUASE t acE & PliO I tit 

rllCE'1 t ($OOO'S) I Of 6.10% :(1000'$) :(I600's) t ($600's) t 
•• t~~~:t.~::~~:=~~=:~:~1=::.===~:=:~:.:~==:=~~:=Z~Z==~Z:==:::::~2=~::%=:::Z%#=2.~ 

)).'96 112'906 
1.911.151 Ul.ln 

'oU] 99 Z5- M 203 srwet o.~ 151.011. 1 G.lla l,S6S 80 6-'6 21,J29 
01 Sfl I BuliOil O.lIZ1S 5Jl,905 36,0(.0 9.1J4 JO,l9S 15.91' 
tv~ICMEIl 0.""" ~ 50,999 IZ.928 41,518 101,505 
IWSIUSSIOIC 0.26J96 5 0 1J 3'.878 3,M2 29.30) n.52J 

1.00000 19121\ ni, In ]).'96 112,906 218.U6 
273~16.t11 

1/ Otprecl.l~ rete base and stete and f~r.t t tS reflrct retE btst tcst 
rev!n.Jes l.pdeltd 10 reflrct Its 1981 Attrltloo hsol 100, G-2334 (llI.9IU). hlurn 
(I.e., \IelgM~ CQsI (If preteir~ ao:I tCUt!lOn e<:fJhy) r lrets fflWlClal attrltlon 
evlhorll~ fn D. aa·12-09, (12/19/~). 
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.. 
Aj)ptNOtX e 

TABI.! 4 
PAeI~Ie CAS ANO !I.!CTRIC CCflPAJj'f 1089 At;AP 

ADOPTED NONCQIt£ TRAM~ RATES AII0 RMNU£S 
(E"ECTtV! 4/1/89, ... ---_ ... _--._ .. _ .......... _ .. _ .. __ ..... _--.... -..... _---_ ....... __ ............ _ ........ -.. -........ _-------

: ADJUSTED :HISTORlCAL : PRESENT 
:'OR!CASf : 9II.1.1NG : RATES ! REV!NU!S 1/: 
:O!I.IV!RIES:O!T!RMlNANTS: !"!CTtVl 1/1/89 
: (HTH" : (NTH/CUST) :SITH OIl SIMO~ (MS) : ....... ______ :_ .... ________ :_ .... ___ : _11 __ -

:PRIC*ITY P2B 
Cl,IatOlMr Cl'targe : 

DeNnd OIarge 01: 

Oell'M'id OIargl' 02: 
SunMr 
Wfrttar 

VoL .... trfc: OIlra: 
:TOT IAvt. pza 

:lHOUSfRIAI. G·INO 
Cl.uitClMf" CIIarge : 

O.ww:f, Chlrge 01: 

12,880 : 
12,MO : 

(b). (c:) 

74 : 151.45-'1 
74/lS1 : 0.0M44: 

,oo,m : 
44,495 : 

: 
&49: 

1,206,0'12 : 

0.0151' : 
0.03436 : 
0.010;553 : 
0.17748 : 

555 V 
0.. : 

O-.i ~rge 02: 

~ 

WfntJlf" 
: 1 ,41'r 172 : 

828,458 : 
'/00611 ~ 

.02:ZSa :. 
VoL.-trfc ChII"ll:1.195,010 : 

lNOUST ~ of GC"Z :1,,195.010 : 
:GC-Z' In«aatrfaL : 261,,770: 

: .. _-_ .... :. 

:TOTAI. INDUSTIUAI. :1,456,'780: 

:UTtLtTY !l.EC GEM 
cu.to.r Cllarge : 
O~Cherge 

VoL~rfe Chal"ll: 
T1 ... 1 320,5aO : 
Tf ... II :1,066,"0 : 

. :TOT lAW UlC :1,387',090 : 

:CXlG!MWTIOM 
Cogan·lMtofGC·: : 321.2!0 : 
ac-t· Cotan· 130.260-: 

:T(1f/AVf. CCGP '51,540 : 
:IIOIICCU SUlT(1fAI. 
~ of GC .. z :2,982,260· : 
IncLudfng GC"Z :3,374,290-

:WIIOLISAL! 
o-d~: 

VoLYletrfc ~rg: 104, 
: TOT lAW WHOI.fSAI.! ' . 104, 

• :TOT MONCORI!: :3,086,53,0 : 
Net of GC·Z :3,086,530: 
r,nc:LUdf ng GC-Z :3,47lS.S60 : 
. \ 

.' 

0.04325 : 
0.13160 : 

.......... :. 
0.11~ : 

74,727.00 : 
11 . 

0.04469 : 
0.01439 :-

0."'77 : 

O.'lIS2.a : 

o. "426 : 

0.1:5819 : 
0 .. '21S7 : 

11 
0.01040 : 
0.09605· : 

0.13676 : 
0.12740 : 

(d)' 

5,665 : 
11,918 : 

9,489' : 
18,541 : 
51.64721 

151.260 : 
14,036 : ........... : 

111,296 : 

fRT : 
'66,082' : 

14,3Z7 : 
15,34'1 : 

196,'" : 

45,256 : 
7,024 : 

'Z,281 : . 
412,,104 : 
.c.:s3,164 : 

8,931. : 
1.084 : 

10,0" : 

422.119 : 
443.,179 : 

/: AeOPTto 
AOOPTC : R!\'tHU!S Aeon'!%) CAAHQ! , 
~E :TOTAI. NON-CAS : (S/TH CR 

srrj OIl S/MO' : (MS) S/"') (%) 

(e) 

203.95 : 
0.080a8 : 

0.01069 : 
0.01150 : 
0.04894 : 
0.15939 : 

SOO.l1 : 
0.08178 : 

0.00702 : 
0.01381 : 
0.04632 : 

.0 .. 1"05- : 

............ : 
0 .. 13354 : 

99,6".22 : 
1/ 

O.04S22 : 
0.01991 : 
0 .. 12G7 : 

O.12a:s72 : 

0 .. 10118 : 

0.13B%Z : 
0.12840 : 

1/ 
0.01212 : 
0.0986S : 

• ,a: 
(1, (g) 

186- : 46.50 
6,006 : ·0.00756 

1,079 : ·0.00444 
m : -0.01686 

3,567 : 0.00541 
11,616 : ·0.01&09 

S.09a : ·55.67 
98,629 : 0.0221' 

9~914 : 0.00C31 
",491 : ·0.00851 
55,353 ! 0.00301 

180,505 : 0.01945 
14,036> : 0 ..--.. -.- : .-.. --._. 

194',S4Q !' 0.01S96 

1,195· : 24,888 
141,133- : (24,949) 

14,498 : 0.00053 
2",231 : 0.00552 

178,063 : 00.01340. 

42,014 !' 00.00991 
7.024 : 0.00 

49.031·: '0.00109 

412,1945 : 0.00003 
'33,251 : 0.00003 

9,023 : 92 
1,264 : 0.00172 

10,286 : 0.00260 

422.4&4: 0.00012 
443,544: 0.00010 

ad d 

(1'1) 

29.5%: 
·S.S%: 

'29.3%: 
":'9. 1~: 

1%..4%: 

·'002%: 

4.n: 
.:sa.0%.: 

1 .. 1%: 
14..8%:: 
0.0%: . . ..... : 

0.0 : 
O.OX: 

C.1%: 
O.,%: . , , 

1/ . Customer ar.d demand charges for these SChedule ue tierea. 
- " \ I 

2/ Revenues reflect exclusion of 49.4 MM'.t'H from CPOC sureharge fee of .0076/therm. 
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• 

C~S OF SERVICE 

ADJUSTED 
CUST/SALES 

'OIIECAST 
(MTH/C\JST) 

PREseNT 
RATES 

(S/TH &/MO) 

......... 
APPENDIX e=4 

AOOPTED COfIE RATES· AND REVENUES 

PRESENT 
REVENUES 

(MS) 

AOOPTED 
RATES 

(S/TH &/MO). 

ADOfITED· 
REVENUES 

(MS) 
...•••...... _--........................... ---............. ---~ ....... --........ --.-.-----... -..... -.•...... 

(.) (b) (C) Cd) 
:RESIDENTIAL 

2/ 2/ 
:Tier I (la.eLine) 
:Tfer 11 

:CS,GT Adj. 

1,485,959 
6:sa,83a 

:TOTA~ RESIDENTIAL 2,124,791 

:SMALL COMMERCIAL 
SCHEDULE G-NR' '1 

Cutt Ch.rgCS/MO) 
Sl.IIIIIer Rat. 
Winter R.te 

:Tot.l C-NR' 

:LARGE COMMERCIAL 
SCHEDULE G-NRZ 

Cuat· Ch.rg(S/NO) 
Sl.IIIIIer R.te 
Wint.r Rate 

:TotalG-NRZ 
: 0.5511' 

2359.584 
334,820 
363,.450 

6915,210 

2.856 
12,.130 
78,.780 

150,910 

:CCMMERCIAL (TRANSPORT ONLY) 
: SCHEDULE C-NR3 

CUlt Ch.rgCS/HO) 
SlIIII'Iar R.te 
Wint.r R.te 

:Tot.L Commerci.L 

:TOTAL CORE 

o 
o 

849,180 

2,973,.911 

0.41122 
0.a"16 

611,056: 
51a,200 :. 

(6.860): 
: 

0.44061. 
0.840&4 

0.52824 1,122,396-: 0.55111 

'Z~'2 
0.43233 
0.58364 

28,598 : 
144,141 ; 
212,.1'9 : 

0.55203 385,464: 

138.52 
0.37350 
0.50423 

0.44431 

138.52 
0.19098 
0.32111 

o : 
o : 
o : 

0.53289 452,523: 

11.88 
0.45635 
0.61603 

0.5?964 

135.a5 
0.11643 
0.31069 

0.55111 

0.52951 1,574,919: 0.55111 

(e) 

654,723 
531,158 

(6,860) 

',185,021 

o 
O· 
o 

473,596 

1,658,610 

(f), 

1.1% 
3.71 
0.= 
5.6" 

-Z.= 
5.6" 
5.6" 

-1.9% 

2.n 
2.1X 

2 .. 1X . 

4.1X 

5.3" 

1/ CPUC ,urcharge of S.00016/the"'" reflected fn "It", .xcept for ~E ancISCE-UEG voL",,", 
2/ TI ancITU .. Le, re.lfgl'le<f reducfng·blMLfna ql.l8ntitf"' ,..t""CAL 1S39.C), • 

:. 

: 

: 

: 

.......................................................... ................ • .............. pc •••••• 
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A.dS-09-032 /AtJ/KIM CACO/lk/l 
APPENDIX D 

TAIL! 1 
PACIfIC CAS ANO !U!CTRIC co.tPANY 
AN~L COST ALL.oc:ATIOH, PltOCI!I!OIWC 

COMPARISON SU/IIW:Y 

,. 

, / --~ . 

......•••.............•••...•..••••...•..•••............••• -.. -... -.... ~ ..•••..•.. -..... -.. ---.-----.---.-.-.---
ADCPT!D / etc ORA Pc;&! .. -_.-.....••...•...•••........••..... _ ................•••......•• )1' ... _--_ .....................................•• 

CORI! \lei gh1::e<I Awrage Coat o~ ea. (\.IAeoc) ('10th) 1.aM 1.684 /1 1.a71 !2 1.920 /l 

~O 1.880 /1 1.969 !2 2.200/l 

c..a P,.ic .. by Supply So../,.ce: 

CaLHQrni. 1.800 1.558 /1 1.700 /4 1-450 /l 
Rocky ~t.1n 1.670 1.350' I"~ 1.6'lfJ /4 1.670 /l 
PGT- c.r.ctf.". 1.341 '.611 /1 1.t.41 /4 1JS41/l 
!l P.eo 2.t.44 !1 2.344 /4 2.t.44 /3 
S<M.ltl'l ... t 2.,100' 2.014 /' 2.030,/4 2.200 /3 

/1 Exhfbit 56, TabLe 2 •. 

, . 
!2 exhfbft 51, TabLe 4-1. 

/4 OU OpItIf ntllrl ef" pegft 26 and 'l:T 

15 !JdIfbft 51, ~ 8 .. I /6 Exhibit 50, TabLe 3-1. 

I /1 !lchfbtt '2", TabLe 6-1. 

(END OF APPENDIX 0) 



A.S8·09-032 /ALJ/KIM CACO/lk./4* "''''--:-' 
., »PENO 1)('"'0 

• 

'. 

.. 
TABlot 1 

PACI'IC GAS AND EIo!CTRIC COMPANY 
AMNUAL COST ALLOCATION: PRoctEDIMG 

COMPAIUSCt .. SYMMA~ 

'ORtCAST PfRlOO: JAllVAlty " 1989 TODECMER 31, 1989 

•••••••••••••••••••••••••••••••••••••••••••••••••••••• • __ ••• __ ._ •• ___ •• _ •• _____ ~ •• _ •• M_ •••••• _ •• _ •••••• _ •• _ •• _ ••••• 

ADOPTED CXG ORA .-... -... -.. -~ .... -......••..•..•••... --...•................. -.--•...•••.. --...... --••........•••....••....•••. --~. 
CORE Weightod Av.rage Colt Of eaa (WACOC) (S/Dth) 1.944 1.6&4 /1 1.8'7'1 /2 1.920 !3 

MONCOR! weightod Avera;e Coat of Caa (WACOG) (SlOth) 1.900 ,.UO /1. 1.969 /2 2.2OC IS 

c.. P,.fc .. by S~ly sourCe: 

CaLiforl'lia 1.SS0 1.558 /1 1.700/4 1.850 /'$ 
Rocky MOUI'Itei,n ·1.670' . 1'.350./1 1.670 /4 1.670 /'$ 
PGT· Cal'llldi an 1.940' ' 1.611 /1 1.847/4 1.847/'$ 
El Paao 2.844 /1 344/4 2.344 /3 
SoI.Ithwnt 2.100 2.014 /1 2.030 /4 2.200 !3 

AdJuated Incluatri.L Throughput (MOth) 168,56S IS 159.arr /1 'I40,,7aS /l 

It~ Requirement (SOOO) 2,821,,180· 2,1.56,a53 /8 2,6:s6.656 18 

••••••••••• *-••••••••••••••••••••••••••••••••••••••••••••••••• _-•••••• ..-.... -.-.. --.. -..... -....••••..•••.. -~ .. -

/3 EXhibit 20 .. peg. MAS·4. 

/4 ORA Openino Brief, page. 26 and 27. 

15 IndudH th,.wghput "timet .. for P28, G"IND,. 

I~ !)(h1bit57,. pag_ 8. 

17 Exhibit 50. Table 3-1. 

18 Exhibit '2, Table 6-'. 

(End of Appendix 0) 



f ~APPENOrl c-5, Page 5 
ADOP1'ED~NOMc:oRE -TIIAM$PCMtT RAY( AHD IIIMNUES 

.................... N ••••••••••••••••••••••• _ ......................................................................... . '. : ADJUSTED :HlSTORlCA~ : 
: FORECAST : 811.1.111C 
:DEI.JVERI£S:DETERMIIiANTS: 

PRESENT 
AATES REVENUES ADOPTED ADOPTED RATE: 

:NONCORE 
:CUSTOMER CLASS : (NTH) : (NTH/OUST) :SITH, OR~S/MO: (MS) 

RATE :TOTAL NC*-W : 
• S/TH CIt S/MO' : (MS) 

CHANCE 
ex) 

: ..•..•.•........... : .......... : ............ : ..•..•...... : ............ : .............. : .. ........ :..-.........: 
c.) 

:PlUOIUTY P28 

· Customer Ch.rge : · 
· Demand'Charge 01: 

Demand Ch.rge D2: 
'! S~r 

Wfnt.r .. 
VoLllllltrfc: Charg:. 78,.120 : 

:.TOT/AVE P28 '78,120 : 

:INDUSTItIAL C-[ND 1/ 
C~tOMer Ch.rge : 
Demand Ch.rge D1: 
Oemand Ch.rge 02: 

Sl.IIIIIer 
Wfnter 

Volumetl'fc: Ch.rg:1,327,200 : 
:INOUST N~ 01 CC-2' =1,327,200 : 
:GC-~ Indultl'fa~ : 261,770,:. 

: .... -_..... : 
:TOTAt. XNDUSTRIAL :1,588,970: 

.UTILITY !t.EC GEM 2/ 
CuatOllllr Charge : 
Oemand'Charge 
Volu..tl'ie Ch.rg: 

Tf.I'I 
Tiel' 11 

:TOT/AVf. U£G 

: COGENI!RAT,I OM' 

256,612 : 
:1,130,478 : 
:1,307,090' : 

CCOIn' Neto1ae-2: 329,750: 
ae-z, Cog." 130,260 : 

:TOT/AVf. COGEN 460,010 :' 

:NOIICORE SUBTOTAL 
: Net of ae-2 :3,.122,160: 
: lnel~fno ae-2 :3,514,190 : 

:\I)IC\,ESAL£ 
O ... ncI Chal'g .. : 

Vol~l'te Ch.rg:. 104,260: 
:TOT/AVE WIIOLESALE 104,260 : 

:TOT NONtoR! 
Net of GC-2 :3,226,420 : 

(b) 

76 : 
79,596 : 

108,153 : 
47,694 : 

860 : 
1.339,48S : 

1,570,60S : 
920,101 

(c) 

1S6.&03/ 
O.OIWo4 : 

0.01513 : 
0.03436 : 
0.04353- .: 
0 .. 17740 : 

554.84 :Sf 
0.05963 :. 

0.00671 : 
0.02238, : 
0.04325 : 

0.131'7 : 

Cd) :. 

143· : 
7,039 : 

1,636 : 
1,639 : 
3,401 : 

13,358· : 

5,726 : 
79,874 : 

10,539 : 
20,592 : 
57,364 4/ 

'74,094 :. 
13,53-0 :. 

..... _ .... : ......... :, 

iI" 0 .. "808 : 
:-

74,m: 
:- 3/ : 

:-

0.04469 : 
0.01439 : 
0.14038 : 

0 .. 13828 : 
0.05197" : 
0 .. 11384 : 

0,,"~84 : 

187,624 :-

897 : 
166.082 : 

428.264 : 
448,564 :' 

8,.931, : 

'.084 : 
10,01S : 

438,219 : 

(e) .' 
203.64 :, 

0.08408 : 

0.01029 : 
0.01770: 
0.0429a~ : 
0.1S6Oa : 

503.01 
0.08500 : 

0.00715 : 
0.01320 : 
0.04013 : 
0.14144 : 

•••....•. = 

0.04443 : 
0.01376 : 
O .. 1Z4a1 : 

0 .. 1Z4a1 : 

0_10475 : 

0 .. 13525, :. 
0 .. 12615 : 

: 
0.01197 : 
O.~:· 

: 

0.13409 : 

(f) 

. 186 : 
6,69% : 

1,.113 : 
a44 : 

3,358 : 
12.193 : 

5 .. 191 
113,850 : 

11,231 : 
12,148 : 
53,265 : 

195,606 : 
14,036 : 

.......... : 
209.7'22 : 

1,.195· : 
145,051 :-

",402 : 
1S,558 : 
17.5,~ : 

41,.176 : 
1,024 : 

48,200 : 

422,261 
443,:52'1 

:. 

9,108 : 
1,248 : 

10,3S6 : 

432,617 : 

(g) 

29.9% 
·4.9% 

·32.0% 
-48.5% 
-1.3% 

"12.0% 

6.6% 
-41.OX 

-1.2:/. 
1Z.4% 

3~ 

11~ 

-1.4% 

"1.2:' 

2.0% 
15.1% 
3.4% 

-1.3% 

•

• tncLucSt no "-2 :3,618,450 = : 0.12673: 458,5'1'9' : 0.1253& = 453,677 ! -, .1% 
................................................................................. n. ......................... • 

V bti_ted· bHHng determil'lal'lta fncL. UEe-SCE, at • .". h •• t, fnte/'det)al'tlllental YOLUIft. 
21 Rewnut not baHd·one"f'tingt.r11f tferfng. 
3/ C .... tOlllllI' c:h'I"Gn for thIN acheduln .r. tferad~ dlmancl ch.rges fof' wtloL ... Le , UEG v.ry monthLy. 
4/ R~ r.fLtc:t e"elution, of 49.4 MMTN from CPUC aurc~.rge of S .00076/thenw. 

(End of Appendix C) 

• 


