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OPINION 

In this order we address the annual cOst allocation 
proceeding (ACAP) applications of Southern California Gas company 
(SoCal) filed April 12, 1989, and san Diego Gas and Electrio 
company (SDG&E) filed, May 4, 1989. 

I. Sumnarv 

This decision requires Socal to reduce rates in the 
aggregate by $43.6 million for the test period through' 
September 30, 1990. socal's residential rates are decreased 0.5\, 
and commercial rates are increased 5.5\. Average socal nOncore 
t~ansportatlon rates, e~clusive of fo~ecast increases in the cost 
of gas, are decreased by 50\. 

The,decision conoludes that an appropriate forecast 
weighted average price for LoW Sulfur Waxy Residual Oil (LSWR) in 
the singapore market for the ACAP test p~riod is $16.25. Based 
upon this oil price forecast, and other factors, we adopt an 
average spot gas price for the ACAP period ot $2.19. We forecast 
that Socal system demand will e~ceed system capacity and that 
utility Electric Generation (UEG) curtailment will be necessary 
during the ACAP test period. We also conclude that any fuel 
switching that may occur during the ACAP period will occur during 
the same periods of time that curtailments will be necessary, and 
are therefore not expected to have an impact on system throughput. 
We adopt a core weighted average cost of gas (WACOG) of $2.36/MMBtu 
and a Iloncore WACOG of $2.20/MMBtU. 

In addition, we also· adopt an equitable sharing approach, 
recommended by the Commission's Division of Ratepayer Advocates 
(ORA), for the allocation of the direct billed portion of 
interstate pipeline take-or-pay costs • 
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This deoision also requires SDG&E to deorease rates hy 
$46.8 million. SDGfoE's residential rates are decreased 2.1\, and 
commercial rates 2.3\. Average SDG&E noncore transportation rates, 
exclusive of forecast increases in the cost of gas, are decreased 
by JO.5\, 

II. Procedural Background 

On May 1, 1988 the commission established a heW 
regulatory framework for california gas utilities under which the 
utilities are required to file annual ACAP applications. The 
purpose of these ACAP proceedings is to adjust gas utility rates to 
reflect annual changes in cost. Among the P!inciple factors 
considered in these proceedings are: any changes In authorized 
revenue requirement not 'previously reflected in ratesJ the 
amortization of balances in authorized ba1ancing and tracking 
accounts I forecast changes in the cost of gas supplies reflected in 
core customer ratesl forecast throughput to customers I and changes 
necessary to fairly allocate costs among the various customer 
classes for the one year ACAP test period. 

This is the first ACAP proceeding for both soCal and 
SDG&E. 

In Application (A.) 89-04-021, socal requested that the 
commission reduce its revenue requirement by $23 million for the 
test period October 1, 1989 through September 30, 1989. The 
requested reduction is a result of several factors including an 
overcollection in balancing and tracking accounts, a forecast 
increase in the cost of gas, and a revised forecast ot system 
throughput. socal's proposed rate design would increase 
residential rates by 2\, and commercial rates by 5\. Noncore 
transportation rates, exclusive of gas costs, would decrease by an 
average of 17\ • 
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soCal's application reflects the effects of new lOny-tel~ 
contracts that SoCal negotiated with its two largest customers, 
SDG&E and southern California Edison Company (SeE). These 
contracts require approval of the commission in order to take 
effect. If approved by the commission, they would fix the rates to 
be paid by SDG&E and Edison for the ACAP period and would ther.eby 
have a number of consequences for this proceeding. The proposed 
contracts have been considered in Case (c.) 89-05-016 and the 
assigned Administrative Law Judge (ALJ) in that proceeding has 
issued a proposed decision recommending that the contracts not be 
approved. As a result ot this recommendation, the proposed 
decision in this proceeding has been based upon the assumption that 
the ALJ's recommendation will be adopted. 

In A.S9-05-006, SDG&E also requested an overall rate 
decrease, the amount of ~hich was contingent upon the commission's 
review of the new long-term contract between SDG&E and socal. 
Under the terms of the new contract, costs allocated by soCal to 
SDG&E would be reduced from current levels. If the contract is 
approved, SDG&E requests that its rates be reduced by $43.3 million 
for the ACAP test period. If the new contract is not approved, 
SDG&E requests a smaller overall decrease of $26.1 million. 
SDG&E's requested reduction is a result of several factors in 
addition to the proposed contract with SoCal. These factors 
include an overcollection in balancing accounts, a forecast 
reduction in rates charged to SDG&E by SoCal, a revised forecast ot 
system throughput, and a number of changes SDG&E proposes, in the 
event the SDG&E-soCal contract is not approved, to the allocation 
of socal's fixed costs to SDG&E. 

By ruling of the assigned ALJ, the socal and SDG&E 
applications were consolidated for hearing and deoision. 

In addition to the applicants, the following parties 
actively participated in this proceeding: the Commission's 
Division of Ratepayer AdVocates (ORA), Toward utility Rate 
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Normalization (TURN), Pacific Gas and Electric Company (PG&E), 
southern California. Edison Company (SCE), the southern California 
utility Power Paol and the Imperial Irrigation District 
(SCUPP/IID), the city of Long Beach (Long Beach), the California 
Industrial Group and the California League of Food Processors 
(CIG/CLFP), the california Cogeneration Council (CCC), the 
Cogenerators of southern California (esc), sal~on Resources Ltd. 
and Mock Resources, Inc. (Salmon/Mock), the ~elco Division of Herk 
& Company (Kelco), and the Hestern Mobilehome Assooiation (WHA). 
In addition to these parties, a brief was filed by the Department 
of General services of the state of california (OGS) .• 

Eighteen days of hearings were held from July 11 through 
August 4, 1989, and Phase I of this proceeding was submitted with 
the filing of reply briefs on september 15, 1989. 

III. Soeal Issues 

A. Gas Throughput 
Gas throughput is a measure of the total demand for 

natural gas that can be supplied during the ACAP period. It 
reflects forecast gas demand, forecast gas supply, and any 
curtailments forecast during the ACAP period as a result ot 93S 

supply or system capacity constraints. Throughput estimates are a 
key factor used in allocating costs among the various classes'of 
customers and thus have a direct effect on rates. Accurate 
throughput estimates are important in order to fairly allocate 
costs among customers, and to provide the utility with a fair 
opportunity to earn its authorized rate of return. 

SoCal and the DRA were the only parties to present 
complete gas throughput forecasts. socal forecasts total 
throughput of 1,051 MMdth based upon total demand of 1,081.6 MMdth 
and forecast curtailment of 30.4 MMdth. ORA forecasts total demand 
and throughput of 1,146 MMdth • ORA forecasts no curtailment. 
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ORA's throughput forecast is approximately 64 MMdth, or 6 percent 
higher than the company's. 

1. Deaand Model~ 
The primary differences between the company and ORA 

demand forecasts are in their forecasts of the noncore commercial, 
noncore industrial, utility electric generation (U~G) and enhanced 
oil recovery (EOR) sectors. Both SOCal and ORA used a combination 
of econometric modeling and noneconometric approaches to develop 
their demand forecasts. Their estimates tor the noncore commeroial 
and noncore industrial olasses were based upon econometrio 
modeling. UEG and EOR forecasts were developed exogenous to their 
econometric models. 

The socal and ORA econometrio models are fundamentally 
different in design. ORA's model is a double-Iogarithmio model, 
linear in design. This type of model has been frequently used in 
the past in commission proceedings, and is a form with which the 
commission is familiar. Socal's model is of an unusual nonlinear 
design. DRA was unaware of, and socal was unable to cite, any 
other utility that uses a nonlinear model to forecast gas demand. 
Because of its nonlinear design, SoCal's model is considerably more 
difficult than ORA's to understand and evaluate. In fact, ORA 
testified that they were unable to thoroughly evaluate soCal's 
model within the time constraints of this proceeding. DRA oited 
several reasons for this including incomplete eXplanations from 
socal, and the need tor special computer software to wh~ch the ORA 
did not have access. 

It is olear that a considerable amount of time and effort 
went into the development of both the DRA and SOCal econometrio 
demand forecasting models. It is far less olear, however, which 
provides more accurate forecasts of gas demand. 

Both models produced acceptable results when run to 
-backcast- 1988 demand, although ORA's model produced results 
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closer to actual recorded demand. ORA's model was in error by less 
than 1\, whereas SoCal's was in error by 2.04\. 

The inability of the DRA to thoroughly evaluate socal's 
model within the schedule allowed for this proceeding, which 
appears to be primarily a result of its nonlinear structure, causes 
us considerable concern. In PG~E's recent ACAP decision, oeoision 
(D.) 89-05-073, we expressed concern about the comple~ity of the 
demand forecasting models used. The record in this proceeding has 
done nothing to allay Our concerns about the use of increasingly 
complex econometric demand forecasting models. The models used to 
forecast demand in Commission proceedings must be made accessible 
and understandable to all parties with reasonable sophistication in 
cOdeling techniques and an interest in evaluating them. This is a 
fundamental prerequisite to our adoption of any model or its 
output. So long as reasonable and reliable results can be 
produced, we favor the use of less complex models wherever 
possible.-

Because of the inability of Socal to adequately eXplain 
its model, and because of counterintuitive results cited by the 
DRA, we are reluctant to adopt the company's demand forecast. We 
are also reluctant to adopt socal's forecasts because the input 
data does not include 1988 data, and thus does not incorporate the 
effects of changing customer behavior under the new gas industry 
structure. As a result of these concerns, we will adopt ORA's 
demand forecasts for most customer classes. we will not, however, 
adopt ORA's demand forecast in its entirety. Testimony identified 
several problems with ORA's model, and as a result of these: 
problems our adopted demand forecasts for the commeroial and 
industrial noncore sectors are slightly lower that ORA's forecasts. 
These adjUstments are discussed in the sections which follow. 

In spite of our decision to base our demand forecast on 
ORA's basic model, we acknowledge that Socal's approach may have 
theoretical advantages. We encourage SoCal and ORA to evaluate 
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ways in which SoCal's approach might be simplified and made more 
easily understandable, and do not intend by this decision to rule 
out the use of nonlinear models in future proceedings. 

2. Alternate Fuel and spat 
Gas Price Forecasts 

Forecast oil and spot gas prices are key inputs essential 
for the development of accurate gas demand and throughput 
forecasts. They are necessary to determine whethor fuel switching 
will occur, and the extent to which it will occur during the ACAP 
test period. They are also necessary to develop reasonable 
estiDates of demand within customer classes, and thus are of 
significant importance to cost allocation. 

Alternate fuel and spot gas price forecasts were 
developed by SoCal and DRA, and critiqued by nearly every other 
party appearing in the proceeding. The following aVerage alternate 
fuel and spot prices were forecast by DRA and socal for the ACAP 
periodt 

Low Sulfur Waxy Resid. 
Los Ang~les No. 2 Diesel 
Low Sulfur No. 6 
Propane 
Spot Gas 

ORA 
($/MMBtU) 

$3.56 
4.66 
3.24 
3.97 
2.19 

soeal 
($/MMBtU) 

$2.79 
3.77 
2.57 
3.97 
2.36 

The differences between the ORA and socal forecasts of 
LoW sulfur Waxy Residual Oil (LSWR), LOs Angeles No.2 diesel, 
No.6 low sulfur fuel oil (LSFO), and spot gas prices are a result 
of different forecasting methOdologies •. They also reflect 
different assumptions concerning Org~nization of Petroleum 
Exporting countries (OPEC) actions and the effect of gradually 
deolining excess deliverability of gas, sometimes referred to as 
·the shrinking gas bubble.· DRA did not independently forecast 
propane, but h~s accepted SoCal's forecast for purposes of this 
ACAP. 
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a. LSWR, NO.2, and No. 6 
Alternate Fuels 

. 
The differences between the SoCal and ORA forecasts of 

LSWR, No. 2 diesel fuel, and No. 6 fuel oil are a result of the use 
of different methodologies for forecasting oil prices, and 
differences in the oil price forecasts ~hich result from the use of 
these different methodologies. 

ORA's alternate fuel price forecasts are based upon ORA's 
forecast price of LSWR in the singapore market, and upon trend~ in 
the prices of No. 2 and No. 6 fuel oil. DRA forecast LSWR 
singapore using seVeral statistical methods that D~ has employed 
in prior Energy Cost Adjustment clause (ECAC) proceedings before 
the commission. Applying this approach, DRA forecaRt LSWR 
Singapore to average $18.76/Bbl and to vary between $18 and 
$21/Bbl. ORA developed alternate No.2 and No. "6 fuel prices by 
using two models which trend alternate fuel price changes, and by 
correlating alternate fuel prices with the forecast LSWR price 
using the historical price relationship of each fuel to LSWR • 

Socal's alternate fuel price forecasts, including LSh~, 
are based primarily upon the company's forecast of the Refiners 
Acquisition Cost of Crude (RACC). socal forecast RACC prices to 
vary between $15.50 to $16/Bbl on the assumption that OPEC 
producers will continue to exceed their assigned quotas, and that 
as a result, RACC prices will not differ significantly from their 
1986-1988 average. Socal's RACC forecast is based upon the 
experience and judgement of SoCal's witness and is subjective in 
nature. It was not based upon or supported by any quantitative or 
statistical analysis. socal developed alternate fuel price 
forecasts in a manner similar to that used by the ORA. Socal's 
forecasts were based upon the historic relationship of each 
different fuel to oil prices. The primary difference was that 
Socal used RACC prices (and spot OPEC crude prices as a proxy for 
RACC prices) in the correlation, whereas ORA used LSWR prices • 

- 9 -



• 

• 

• 

A.89-04-021, A.S9-05-006 ALJ/EWO/tcg 

To compare the oil price forecasts of ORA and SoCal it is 
easiest to compare DRA's forecast LSWR price with SOCal's forecast 
LSWR price. (SoCal's LSWR price was derived from its forecast RACC 
price.) socal forecasts LSWR to average $14.30/Bbl and to vary 
from $13.80 to $14.65/Bbl. This compares to DRA's forecast average 
of $18.76/Bbl and range of $18 to $21/Bbl. 

A variety of oil price forecasts and pUblished prices 
were introduced in evidence to corroborate or impeach the forecasts 
of soCal and ORA. Inoluded among this additional information were 
independent price forecasts of the u.s. Energy Information 
Administration (EIA) and Data Resources Inc. (ORI)/~futures market 
prices for West Texas Intermediate crude (WTI); and recent LSWR 
prices publishad in platt's Oilgram. 

DRI and EIA forecast RACC prices for the ACAP period in 
vicinity of $16.75 to $17.95/Bbl. Relative LSWR and RACC prices 
have varied substantially over time. RACC prices have generally 
e~ceeded LSWR prices, but LSWR has occasionally exceeded RACC. 
Over the last three years, however, Socal calculates that RACC 
prices have exceeded LSWR by an average of $1.68/Bbl. Assuming 
this recent average historical differential, the ORI and EIA RACC 
foreoasts'can be roughly equated to LSWR price forecasts of between 
$15.07 and $16.27/Bbl. 

ORA testified that futures market prices for W'l'I, a 
benchmark orude, for the ACAP period reflected a RACC equivalent 
price of $16.88/Bbl. This is roughly equivalent to an LSWR price 
of $15/Bbl. 

Platt's published prices for LSWR were $18.95 on June 15, 
1989, but dropped to $15.95 on July 11, 1989, and to $15.35 on 
July 24, 1989. 

Forecasting alternate fuel prices is far more of an art 
than a soience. Accordingly, we will base our adopted forecast on 
the weight of both the statistical analyses and informed expert 
judgement presented. 
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After several years of wild price fluctuations, oil 
prices have stabili"zed somewhat. Although the price forecasts 
introduced in this proceeding range fairly widely, the data upon 
which these forecasts have been based show signs of increasing 
price stability. This is due to a variety of faotors inclUding 
increased cooperation among OPEC members, the end of the Iran-Iraq 
war, and a gradual but steady incr~ase in world domand. We are 
persuaded by ORA that current prices will firm as we move into the 
ACAP period, and find ORA's statistical approach to oil price 
forecasting preferable to SoCal's heavy reliance on informed 
judgement unsupported by statistical analyses. ORA's forecast is, 
however, ~onsiderablY higher than 'other forecasts and current 
prices reported after ORA's forecast was prepared. It appears that 
ORA's forecast may have been influenced, to a greater degree than 
warranted, by significant price increases for LSWR eXperienced in 
the first half Of 1989. Based upon the evidence offered in this 
proceeding, it appears that these price increases evidence a 
general firming of the market, but that the absolute price levels 
reached also reflect a market response to temporary supply and 
demand imbalances. 

Based upon all of these considerations, we will adopt an 
average LSWR price of $16.25/Bbl. This equates to appro~iroately 
$3. 12/MMBtU. 

We will also adopt No. 2 and No. 6 alternate fuel prices 
consistent with this adopted average LSWR price. Based upon 
historic· relationships between LSWR and alternative fuels, we find 
$4.15/KMBtu a reasonable average price for Los Angeles No.2 diesel 
fuel, and $2.86 a reasonable average price for No.6 low sulfur 
fuel oil for the ACAP period. 

b. SPOt Gas Price Forecast 
ORA forecasts spot gas prices at the california-Arizona 

border (commonly called the -border price-) to average $2.19/MMBtu 
and to vary from $2.06/MMBtu to $2.35/MMBtu during the ACAP 
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forecast period. DRA's forecast was developed through the use of 
three different models: one based upon the historical price 
relationship Of LSWR to spot gas, and two based only upon past 
history of spot gas prices. 

SoCal forecasts spot gas border prices to average 
$2.36/KHBtu and to vary from $2.03/MMBtu to $2.59/MHBtU. socal's 
forecast is based primarily, but not entirely, upon the company's 
forecast RACC price and the historic relationship of RACC and spot 
gas prices. socal developed a spot gas price in this manner, and 
then made a judgmental adjustment to the resulting price to reflect 
~hat it believes will be the effect of the gradually disappearing 
national surplus of gas deliverability. On this basis socal 
adjusted its spot gas price upward by 20 to 35 cents/KMBtU. This 
adjustment results in a higher forecast price than DRA, and a 
steady increase in SoCAl's forecast price of gas relative to oil 
during the forecast period. 

DRA made no such adjustment to its spot gas price, and 
took the position that the gradually changing supply and demand 
balance does not warrant making any such adjustment. 

We are persuaded by DRA and will adopt a spot gas border 
price of $2.19/KMBtU. T~e relationship of oil pric~s to spot gas 
prices is a strong indicator of future spot gas prices, but clearlY 
does not account for all of the changes that haVe been observed in 
spot gas prices in recent years. SoCal has illustrated this well 
in citing variations up and down from 55\ to 82\ in tho spot gas to 
RAce price ratio over the period from 1985 through 1989. For this 
reason, we find ORA's methodology which includes two models based 
upon historic spot gas prices preferable to Socal's approach. 
Although we have adopted a lower LSWR price than DRA used in 
forecasting the spot gas price, DRA's spot gas price of $2.l9/MMBtu 
appears reasonable in light of historic spot gas prices and will be 
adopted. We also agree with DRA that there is insufficient 
evidence to warrant any adjustment to this price forecast to 
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raflect the gradually changing gas demand/supply balance, 
particularly since llncontroverted evidence indicates that excess 
daliverability will continue to exist throughout the ACAP period. 

3. system capaoi ty 
Among the most hotly contested issues In this proceeding 

was whether gas throughput ~ill be constrained by limitations on 
system capacity. This is a critical issue because it has a direct 
effect on total forecast throughput, and on throughput to the 
various customer classes upon which costs are allocat~d. 

soCal contends that demand axceeds system capacity. 
SOCal forecasts demand of 1,081.5 KMdth, capacity of 1,051.2 MMdth, 
and curtailment of 30.4 MKdth. Edison, PG&E, SDG&E, and SCUPP/IID 
generally concur with socal. 

TURN and ORA contend that theoretical capacity exceeds 
demand. ORA forecasts demand of 1,146 KKdth, and adequate capacity 
to meet this demand. TURN concurs. TURN and DRA thus forecast 
system capacity approximately 94.8 MKdth greater than soCal's 
forecast capacity. 

The debate concerning system capacity was focused on 
three principle issues: (1) the interutility transport capacIty 
available to Socal from PG&E over PG'E's Line 300, (2) .the level of 
utilization of gas supply available on the El Pas? system that 
should be forecast, and (3) the storage injection capability of 
SoCal and the effect of gas storage on socal's system capacity. 
Each of these issues is discussed in the sections which follow. 

a. Interutility Transport 
Capaoity 

Estimates of the availability of interutility 
transportation service to soCal from PG&E are extremely important 
to the resolution of throughput issues in this proceeding. All 
parties concede that SoCal has insufficient capacity to serve all 
of the demand that DRA and Socal forecast using only its own 
facilities and interstate pipeline facilities directly connected to 
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socal's system. The only way socal can serve all of the demand 
forecast during th~ ACAP period is through interutility 
transportation service from PG'E, if that service is available when 
needed, and at a sUfficient capacity level. 

socal forecasts that it will have aVailable, and will be 
able to utilize, 150 HMcf/d of PG'E interutility transportation 
service, expresse"d as an average daily amount ovor the 12-month 
ACAP period. This amoun~ of interutility capacity would not be 
sufficient to meet the demand socal has forecast, and as a result, 
SoCal has forecast significant curtailment. 

TURN contends that sufficient additional gas will be 
available to SoCal through interutility transportation to avoid any 
curtailments, even assuming ORA's higher demand forecast. socal's 
take-away capacity from the PG~E system is 1,070 KKcf/d, subjeot to 
gas availability and local pipeline pressure at any given time, and 
~~ points out that only 342 HKof/d of average annual capacity is 
necessary in order to avoid curtailments. TURN contends that gas 
demand on the PG&E system during the ACAP period will be enough 
below PG&E's system capacity to provide these additional volumes to 
SoCal. TURN points out that socal/s forecast of 150 MMcf/d was 
based upon 1987-88 data which the company concedes were dry years. 
The dry weather caused abnormally high UEG demand on the PG&E 
system and reduced the interutility transport capacity available. 
TURN contends that assuming average hydro conditions may b~ 
sufficient by itself to support TURN's conolusion that there will 
be no curtailment. 

ORA concurs with TURN, and agrees with TURN's conclusion 
that additional capacity should be available to avoid any 
curtailments under average year conditions, even under ORA's higher 
demand forecast. 

S~Cal, PG&E, and Edison strenuously disagree with TURN 
and DRA. They contend that socal's forecast of 150 MHcf/d is 
consistent with the Commission's adopted forecast of 116 MMcf/d of 
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PG&E interutility service adopted in PG&E's recent ACAP, 
0.89-05-073. since this decision was based upon average hydro 
conditions, they argue that it corroborates soCal's 150 KHcf/d 
forecast, and refutes TURN's claim that assuming averag~ weather 
conditions requires an upward adjustment in the forecast. They 
also claim that a lower forecast than was adopted in PG&E's ACAP is 
now warranted because since our decision in that case, sacramento 
Municipal utility District residents have Voted to shut the Rancho 
seco nuclear power plant down. This, they contend, w!ll increase 
PG&E UEG requirements above what was assumed in the PG&E ACAP. 

TURN counters that 0.89-05-073 provides n9 support 
whatsoever for SoCal's position because the adopted interutility 
transport forecast was based upon the assumption that interutility 
transport would be constrained by demand on socal's system. Since 
we now know that demand on the SoCal system is forecast to be tar 
higher than assumed in the PG'E ACAP, 0.89-05-073 provides no 
support for soeal. 

This is a very complex issue argued largely on the basis 
of qualitative evidence, but requiring a quantitative resolution. 
several important facts seem relatively clear, however. First, 
soeal's estimate is based upon dry year data. Since it is our 
policy to forecast throughput in ACAPs on average year conditions, 
SoCal's estimate cannot be adopted without adjustment to refleot 
average hydro conditions. second, it is clear that assuming 
average year conditions, considerably more interutility capacity 
should exist than SoCal has forecast. Third, the interutility 
forecast adopted in PG&E's recent ACAP, 0.89-05-073, was based on 
average year hydro conditions, but also on the assumption that 
interutility sales to southern california would be demand 
constrained not capacity constrained. As a r~sult, the probative 
value of the forecast adopted in 0.89-05-073 is not particularly 
great. 
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Unfortunately, the amount of additional capacity that 
should be forecast as a result of assuming average hydro conditions 
has not been quantified with much precision, and is subject to 
considerable dispute. TURN estimates that assuming average hydro 
conditions should increase available interutility capacity by 275 
MMcf/d. PG&E argues for a much lower values citing, among other 
things, the interutility transport capacity in 1984 and 1985. TURN 
counters that 1984 and 19a5 data is of little current value because 
the Diablo Canyon nuclear power plant was not on line at that time, 
and Diablo significantly reduces PG&E UEG reqUirements and thereby 
increases available interutility capacity. Moreover, TURN contends 
that, even assuming the validity of the relevant data PG&E has 
provided, the adjustment should be approximately 150 KMcf/d. 

Based upon our evaluation of the conflicting evidence 
presented on this issue, we conclude that an additional 162 KKcf/d 
should be aVailable, over and above what soca1 has assumed, as a 
result of assuming average hydro conditions on the PG&E system. We 
eXpect, however, that this increase will be largely offset by the 
shutdown of Rancho seco. We estimate that the shut down of Rancho 
seco will increase PG&E's UEG requirements by approximately 123 
KMcf/d. Taking thes~ offsetting considerations into account, we 
will adopt an average available interutility capacity of 189 
HMcf/d. This adopted average is 39 MHcf/d greater than Socal's 
estimate, but well below the TURN and DRA estimates. 

b. Use of Gas storage 
SoCa1, PG&E, and Edison have also argued that regardless 

of what theoretical capacity is available over PG&E's line 300, 
most of this capacity will not be available during the periods of 
time that SoCal will have the greatest need for it. SoCal will 
have the greatest need for additional capacity during periods of 
peak winter demand when the weather is unusually cold. DUring 
these periods, they allege, it is likely to be unusually cold on 
the PG&E system as well. Coincident high demand during these 
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winter pariods will raduce the effpctive additional capacity 
available to Socal ~o well below the theoretical capacity of Line 
300. As a result, they argue that the availability of theoretical 
capacity in excess of SoCal's 150 KHcf/d forecast is an 
insufficient basis for rejecting sOCal's esti~ate. 

While not conceding that any significant periods of 
coincident high demand should be assumed, TURN and ORA respond that 
the effect of coincident high demand can, and should ba reduced 
through the effective use of storage. They argue that socal should 
inject gas available from PG&E durIng periods of low demand and 
withdraw it froo storage when coincIdent high demand reduces 
available interutility capacity. They argue that it is not only 
advisable for SoCal to follow this course of action, but allege 
that any other practice may be impruaent. They further contend 
that sufficient storage capability e~ists on the socal system to 
use a majority of the theoretical Line 300 capacity and to aVoid 
curtailments even if periods of coincident high demand do occur on 
both socal and PG&E systems. They cite SoCal documents in support 
of this argument which they allegedly indicate that SoCal has 
average storage injection capacity of at least 700 KHcf/d. 
Finally, TURN alleges that SoCal has failed to recognize the 
availability of customer-owned gas in storage, and that this gas 
will have the effect of increasing throughput and decreasing any 
need for curtailment. 

socal states that it maximized daily storage injections 
in the spring of 1989 in order to re~ch the core protection level 
of 70 Bet as early as possible so as to avoid intarruptions to UEG 
customers in the summer and fall. As a result, socal filled all 
its storage fialds to capacity by June 1, except Aliso canyon, the 
company's largest field. socal forecasts that this field will be 
only 43% full at start of ACAP period. Although various figures, 
up to 700 MMcf/d, were introduced concerning SOCal's storage 
injection capacity, soCal contends that its injection capability is 
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only 300 to 350 MMcf/d when all fields except Aliso Canyon are 
full. This will be. the case, according to SOCal, during the 
critical storage injection season. 

SoCal fUrther alleges that it has incorporated the 
operation of storage fields in its forecast of throughput and that 
its gas balance model operates to maximize the level of service to 
customers. SoCal also contends that any model of storage 
utilization must be developed by assuming that, on an annual basis, 
storage injections and withdrawals will have a zero nat balance. 
As a result, socal claims that customer-owned storage does not add 
any incremental gas to SOCal's supply/demand balance. 

we are persuaded that Socal will not ba able to take 
advantage of the full theoretically available excess capacity on 
Line 300 because socal and PG&E can sometimes be expected to have 
high system demand during the same periods of time. Although the 

. effect on interutility capacity of coincident high demand on both 
systems was not quantified by SoCal, or any other party, it can be 
eXpected to reduce available capacity below the theoretical 
maximum. 

We also agree with TURN and DRA that the effect of 
coincident high demand on both systems can be mitigated through the 
effective use of storage. The only difficulty with this position 
is accurately quantifying this effect. No party presented any 
quantification. socal claimed that the effect of maKimum 
utilization of storage was accounted for in its estimate of average 
annual interutility transport capacity, but presented little more 
than argument on the point. We agree with socal's eKplanation of 
how storage should be factored into the company's throughput 
forecast. Any model should assume that, on an annual basis, 
storage injections and withdrawals will have a zero net balance, 
and should maximize the use of storage to mitigate curtailment. It 
is unclear., however, whether soCal's gas balance model in fact 
operates to maximize the level of sel~ice through the use of 
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storage capability. SoCal offered no convincing ~vidence that 
effective use of storage could not increase average interutility 
c~pacity above the 150 MMctld level Socal has forecast from PG&E 
through interutility sales. Socal also failed to demonstrate that 
storage injection limitations on its own system, rather than supply 
or deliverability constraints on the interconneotion capability 
between SoCal and PG&E, limited its utilization of interutility 
capacity to the 150 MMcf/d the company forecast. As a result of 
the conflicting evidence and the incompleteness of SoCAl's 
testimony on the issue, we will assume that the company will have 
aVailable a maximum storage injection capability of,at least 
300 KHcf/d, and up to 100 MMcf/d, during critical portions of the 
storage injection season. 

we also conclude that this assumed injection capability 
will be sufficient for soCal to accept the average annual 
189 KMcf/d of gas we have estimated will be available to the 
company from PG&E oVer Line 300 • 

c. utilization ot 81 Paso Systea 
DRA contends that additional capacity can be obtained 

through increased utilization of capacity on the El paso system. 
Daily operating records of El paso for 1987 and 1988 indicate that 
the system had more than 14\ of its capacity unused during this 
period. 14\ of El Paso's totAl capacity to california of 2890 
KMcf/d eq\lals 405 MMcf/d. DRA argues that if this unused capacity. 
were utilized, 405 MMci/d of additional capacity could be delivered 
to California for use by soCal. 

TURN makes a slightly different argument. El Paso 
capacity has not been fully utilized since the institution of 
transportation for end-users due to scheduling and supply 
performance problems created by the new program. TURN argues that 
increased eXperience with the new open access system should allow 
slightly better utilization on the El Paso system increasing 
utilization from 96% to 97\. If this factor is applied to the 
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EI paso capacity connected to SoCal of 1150 KKcf/d, it would 
increase SoCal's usable capacity by approximately 11.5 MMcf/d and 
would reduce SoCal'g estimated curtailment by an equivalent amount. 
TURN also contends that additional gas will be available over the 
El Paso systeo to serve soCal both directly and through PG&E. 

socal disputes the premise of DRA's and TURN's argument 
that utilization of the El Paso system will improve. Socal argues 
that no improvenent in EI Paso utilization should be forecast, 
because transport Volumes are likely to increase Which should 
offset increased experience with the new regulatory program. But, 
SOCal has also alleged, however, that the long-term;contracts the 
company has negotiated with SCE and SDG&E, currently before the 
commission for approval in C.89-05-016, et. al., will permit 
increased utilization of EI Paso. 

EVen if utilization improves, SoCal contends that it will 
not make any difference in the company's forecast curtailment. 
socal claims that it has already assumed that it will utilize 96\ 
of the 1750 MMcf/d of EI Paso capacity connected to Socal, after 
adjustment for scheduled maintenance and reduced summertime 
tak~-away capacity and that as a result, a significant portion of 
the 14% DRA says should be available has already been accounted 
for. Moreover, the remaining portion that would theoretically be 
available must come to socal through the company's interconnection 
with PG&E. socal claims that this portion will not increase 
delivery capability because it will be subject to the intrastate 
system constraints over Line 300 discussed above. 

we conclude that increased eXperience with the new gas 
industry structure should bring improvement in the utilization of 
the El paso system. A majority of the increase DRA cites has, 
however, already been accounted for by Socal and TURN in their 
utilization estimates of soCal's interconnection capacity with 
El Paso. A portion of the assumed increase has not been accounted 
for and would be available to soCal through PG&E, but this portion 
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will not increase deliveries. This is because of intrastate 
capacity constraint~ over Line 300 discussed above. Increased 
utilization of capacity to 97% from SoCal/s assumed 96\ will, 
however, make additional gas available to Socal through SOCal's 
interconnection with El Paso. We agree with TURN that a 97\ 

utilization factor is reasonable to assume for tho heAP period. 
This results in an increase in socal's assumed usable capacity from 
its interconnection with EI paso of 17.5 KMcf/d. 

d. Potential Economio curtailment 
Edison recommends that throughput be revised downward by 

30 KMth to reflect the impact Of what it has called~.economic 
curtailment-. Edison uses the term economic curtailment to 
describe circumstances which exist when available 9as supplies are 
not purchased by a gas utility because they are considered too 
eXpensiVe, and as a result of this decision, low priority customers 
are curtailed. Edison contends that this adjustment should be made 
because economic curtailment has occurred in the past, and Edison 
believes that the conditions which led to such curtailments are 
likely to exist during the ACAP period. 

We are not persuaded. The possibility of conditions 
occurring during the ACAP period under which socal would have an 
incentive tor what has been described as economio curtailment has 
not been sufficiently demonstrated to warrant incorporation into 
the adopted throughput forecast. 

4. Discount Adjust-ent 
The commission has authorized gas utilities to discount 

rates in order to increase the sales volume over which the 
utilities' fixed costs are spr~ad. The discount adjustment is a 
mechanism used to adjust the noncore revenue estimate to reflect 
the amount of incremental, or additional, revenue a utility can 
earn from noncore industrial sales through discounting. The 
adjustment is expressed as a percentage reduction in forecast 
industrial noncore demand. It is set at the appropriate percentage 
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so that forecast sales (including sales achieved through 
discounting) multip~ied by the ceiling rate equals total forecast 
revenue. 

ORA has estimated that incremental revenue of $3,478,000 
can be obtained through discounting. SoCal has estimated 
incremental revenue from discounting of $2,600,000. The difference 
is due to several factors: (1) different methods of calculation, 
(2) different price elasticities used to calculate the response to 
various discount levels, and (3) different assumed volumes of gas 
forecasted to be sold at undiscounted cost of service rates. 

There are a number of differences between:the 
methodologies used by SoCal and ORA to calculate the discount 
adjustment. Both parties appear to use variations on the discount 
adjustment methodology proposed by TURN in PG&E/s recent AeAP, 
A.88-09-032, and they produce similar results. The significant 
difference is related to an adjustment which socal has applied to 
the results of the company's calculation. The company has proposed 
what it has referred to as a ·practical adjustment-. The 
justification for this adjustment, according to socal, is that to 
obtain maximum revenues through discounting rates, it must haVe 
perfect knowledge of its customers' willingness to pay, i.e., -it 
must know which customers require a discount and which customers do 
not, and it must know exactly how much of a discount is required 
for each customer.· Socal argues that it is unrealistic to expect 
the company to haVe perfect knowledge, and that as a result, some 
adjustment to the calculation of the revenue that can be achieved 
through discounting should be adopted. 

Both TURN and ORA object to SoCal's proposed ·practical
adjustment. They allege that the discount adjustment can never be 
so preoise as to justify the kind of adjustment that soCal is 
advocating, and that in any event, there are a number of factors 
which tend to offset any imperfections in socal's discounting 
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practices embedded within the basic approach socal and DRA have 
used to estimate discount revenue. 

socal's proposed -practical adjustment- has the affect of 
reducing the incremental revenue forecast to be obtainable through 
discounting. It would reduce the percentage of actual industrial 
Volumes used for cost allocation purposes in this proceeding from 
99\ to 97\. Although the effect of this adjustment is not 
particularly significant in this proceeding because the amount of 
discounting is not eXpected to be great, the percentage change in 
the discount adjustment is significant and could have dramatic 
effects in other proceedings where more discountingcis forecast. 
We have considered socal's proposed ·practical- adjustment and have 
decided not .to adopt this approach. Although there undoubtedly are 
imperfections in socal's negotiation of rate discounts, the 
discount adjustment can at best only appro~imate the actual revenue 
to be gained through discounting, and we are persuaded that it 
would be better policy to base the discount adjustment upon optimal 
rather than deficient rate discount negotiation. We also agree 
with TURN that there are features embedded within the discount 
adjustment calculation methodology that tend to offset 
imperfections in SoCal's negotiation of rate discounts. For these 
reasons, we will adopt DRA's basic approach for calculating the 
discount adjustment. 

5. Throughput Estiaates 
A number of issues were raised with respect to the 

throughput forecasts for specific customer classes. These we 
. address in the sections which follow. 
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a. Honcore Commercial and 
Industr la,l 

Among the most significant difference between ORA and 
socal throughput estimates were their estimates of noncOre 
commercial and noncore industrial throughput. ~hey forecast the 
following throughput for these classes: 

ORA 
socal 

commeroial Industrial 

22.9 MMdth 
12.6 MHdth 

12.5 MMdth 
63.S MMdth 

socal's forecast would reflect a 6.5\ decline in 
industrial throughput from recorded 1988 levels despite a forecast 
decline in transport rates (which should increase industrial 
demand), and only a modest 1\ decline in manufacturing employment. 
ORA's forecast, in contrast, reflects a signific"-,,c increase in 
industrial demand. 

Socal attributes the majority of the deoline it forecasts 
in commercial noncore throughput and industrial noncore throughput 
to an increase in cogeneration. cogeneration reduces commercial 
and industrial demand, and inoreases cogeneration demand. This 
effect is referred to as the ·cogeneration offset factor.· other 
faotors Which allegedly account for the deoline in noncore 
commercial and industrial throughput forecast by socal are a small 
decline in industrial employment, and a small shift in emplQyment 
away from intensive energy faoilities. 

ORA disputes SoCal's estimate and the company's 
explanation of the cause underlying its forecast decline in demand. 
ORA does not believe that socal can develop a direct estimate of 
thermal savings due to cogeneration because soCals' model does not 
control for the effeots of other changes in the efficiency of 
energy using capital equipment. Moreover, ORA contends that 
SOCal's model predicts cogeneration offset effects which are 
illogical when artificial constraints SoCal placed on the model are 
removed. Because of these problems with SoCal's model, ORA 
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recommends that the cogeneration offset factors SoCal derived be 
rejected, and the t~roughput forecasts of DRA for commercial and' 
industrial noncore be adopted. 

CIG also disputes the accuracy of sOCal/s cogeneration 
offset factor. CIG claims that socal's cogeneration offset does 
not explain the decline in commercial and industrial noncore demand 
reflected in SoCal/s forecast. 

socal attributes the majority of the difference between 
ORA and company forecasts of noncore commercial and industrial 
demand to the effects of increased cogeneration, but has not made a 
persuasive case that it. has properly calculated or ~ccounted for 
the cogeneration effect: The amount of thermal savings due to 
cogeneration should vary considerably from industry to industry, 
but Socal constrained the coefficients on its cogeneration variable 
to identical values across all three industries in the commeroial 
sector and all eight industries in the industrial sector. When 
these constraints were removed, at ORA's re~~est, socal/s modal 
generated dubious results. An increase in cogeneration increases 
cogeneration gas demand, but reduces process gas demand. process 
gas demand is reduced by some percentage reflecting the relative 
efficiency of the cogeneration unit as compAred to the thermal 
process that it is replaoi~g. Expressed in this manner, the 
cogeneration offset factor tor a particular application, or 
industry, should generally be a negative number between 0 and -1.0. 
In some sectors socal/s model generated positive cogeneration 
offset factors which indicates that increased cogeneration will 
increase, rather than decrease the demand for gas for process heat. 
FUrthermore, socal used data only through 1987 in developing its 
forecast. 1988 data ~as excluded from socal's model runs due to 
alleged concerns about its format and accuracy. When DRA requested 
that soCal run its model incorporating 1988 data, the coq~neration 
coeffioients were essentially zero, indicating no thermal 
efficiency. This result is counterintuitive, and indicates 
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instability 1n SoCal's model. We are not persuaded that the 
problem is a result of the data. DRA's model produced consistent 
results with and without the 1988 data. Incorporating an 
additional year of data should not result in such significant 
qualitative changes in model results. Although we prefer ORA's 
econometric nodel over soCal's, and have serious difficulties with 
soCal's forecast of the cogeneration offset, We are not persuaded 
that ORA's forecasts of conmercial and industrial noncore demand 
should be adopted without adjustment. ORA's forecast of noncore 
commercial and industrial throughput appears somewhat high in light 
of the inputs assumed. Employment is one of the primary 
independent variables used by ORA in forecasting commercial and 
industrial demand. ORA has assumed a 2 percent increase in 
employment in the commercial sector and a 3/4 percent decrease in 
employment in the industrial sector during the ACAP period, yet is 
predicting increases in gas demand of 28 percent for commercial and 
10 percent for industrial. ORA attributed this somewhat surprising 
correlation to a predicted decline in the gas to oil price ratio .•. 
and a consequent decline· in fuel switching. since we find DRA's 
forecasts high relative to predicted employment, and since we have 
also adopted a lower forecast oil price than ORA assumed, we have 
adopted slightly lower and more conservative values for noncore 
commercial and industrial throughput than ORA forecast. We 
forecast 20 KMdth for noncore commercial and 70 MMdth for non core 
industrial. 

b. Cogeneration Cother than EOR) 

ORA forecast cogeneration (other than EOR) throughput 6f 
76 MMdth. SoCal forecast throughput of 73 KHdth for this class. 
Both estiFates were based upon cogeneration capaoity data obtained 
from SCE. SoCal adjusted the data downward by 3.8\ to reflect the 
fact that a portion of the cogeneration inoluded in the seE data is 
not gas fired and therefore will not increase gas demand or 
throughput. ORA did not make this adjUstment, but failed to 

- 26 -



• 

• 

• 

, , 
A.89-04-021, A.89-05-006 ALJ/EWO/tcg 

provide any adequate justification for using the unadjusted seE 
data. 

SQCal's adjustment appears justified. As a result, we 
will adopt SoCal's forecast of throughput for this olass. 

c. UEG 

DRA forecast UEG demand and throughput of 193.4 KMdth. 
SoCal forecast demand of 177 MMdth, curtailment of 13.4 MMdth, and 
throughput of 164.4 MMdth for this class. The difference is due to 
SoCal's forecast of UEG curtailment, and to the Use of different 
forecast gas and oil prices which results in different conclusions 
regarding UEG fuel switching. ORA's forecast refle9ts ORA's 
expectation that there will be no curtailment or fuel switching 
during tha ACAP period. soCal forecasts that the gas price will be 
higher than the price of alternate fuel in January 1990 and as a 
consequence, forecasts fuel switching during that one month. 

SCUPP/IID take issue with the forecasts for LhDWP, 
Burbank, and pasadena which are included in both the SoCal and DRA 
forecasts of UEG throughput. SCUPP/IID contend that soCal tailed 
to properly account for LADWP's scattergood unit 3, used outdated 
data in forecasting LAOWP, Burbank, and Pasadena demand, and made 
several other inaccurate assumptions. SCUPP/lIocontend that DRA 
incorrectly adjusted the demand SOCal assumed for scattergood 
unit 3 to correct for the effects of curtailment, when soCal had 
not forecast any curtailment of this unit. SCUPP/IID also take 
issue with Socal's forecast UEG igniter fuel volumes. 

seE objects to DRA's throughput forecast on several 
grounds previously mentioned and in addition, on the ground that 
ORA VEG gas demand does not reflect the DRA's own cogeneration 
demand forecast for faoilities that sell power to Edison. DRA's 
forecast of cogeneration demand was approximat$ly 3.8\ higher than 
S6Cal's. Increased cogeneration results in decreased UEG demand, 
but DRA did not take this into account in forecasting UEG deoand or 
throughput • 
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Forecast oil and gas prices are critical to UEG 
throughput estimate~ because UEG customers have an economic 
incentive to fuel switch anytime that the dispatch price of oil 
falls below the dispatch price of gas. soCal's forecast is based 
upon the company's estimate that LSWR prices in the singapore 
market will vary between $13.80 and $14.65/Bbl. Since we have 
adopted a forecast average price of LSWR of $16.25/Bbl and expect 
more stability in oil prices over the ACAP period than has been 
experienced in the recent past, we do not foresee any significant 
economic fuel sYitching by soCal's UEG customers during the AcAP 
period. To the extent any economic fuel switching ~ay occur, it is 
likely to occur only during a short period in the winter. we have 
not attempted to quantify the amount ot UEG tuel switching which 
may occur on Socal's system because such a forecast does not appear 
necessary in this proceeding. FUel switching is likely to occur, 
if at all, only during the winter which is also the period of time 
that we have forecast UEG curtailment. Given the differential 
between our adopted LSWR and spot gas price forecasts, and the 
difference between our adopted demand and supply forecasts, we 
eXpect UEG curtailment to exceed economic UEG fuel switching. 
since our UEG throughput forecast already reflects UEG curtailment 
during the period when economic fuel switching may occur, there is 
no need to separately forecast the amount of tuel switching. 

since we have adopted DRA's forecast spot gas price, we 
will in general adopt DRA's UEG demand forecast which was developed 
using that gas price. We are persuaded, however, that the noncore 
UEG demand of LADWP should be reduced by appro~imately 5 MMdth to 
correct errors cited by SCUPP/IID. We will adopt a demand forecast 
for LADWP of 47 KMdth. We are not persuaded of the necessity to 
adjust the throughput forecasts for Burbank or Pasadena. socal's 
forecast of UEG igniter fuel volumes was not adequately supported. 
As a result, we will adopt SCUPP/IID's forecasts of UEG igniter 
fuel volumes for its members. since we have not adopted ORA's 
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cogeneration forecast, we do not find any adjustment to SCE's UEG 
demand necessary. 

We will adopt a UEG throughput forecast of 152.6 MMdth. 
This value has been derived from the ORA's forecast of UEG demand 
adjusted to correct errors cited by SCUPP/IID (188.4 HMdth) , less 
our forecast level of'UEG curtailment (35.9 MMdth). 

d. EOR steaming and cogeneration 
ORA and SOCal agree on a-forecast of 122 MMdth for 

enhanced oil recovery (EOR) cogeneration demand and throughput. 
They disagree, however, in their forecasts of EOR steaming demand 
and throughput. 

ORA forecasts EOR steaming demand and throughput of 
38.7 KMdth, while socal forecasts demand of 24.4 KMdth and 
throughput of 20.1 KMdth. The difference in the estimates is due 
to two factors: (1) their use of different oil and gas price 
fcr2casts with resulting differences in forecast fuel switching, 
and (2) different assumptions concerning EOR steaming curtailment. 
SoCal forecasts some fuel switching, whereas ORA forecasts no fuel 
switching. socal forecasts EOR curtailment of 4.3 KMdth, while ORA 
forecasts no curtailment. 

Based upon the gas and oil price forecasts we have 
adopted, we conclude that there should be no significant economic 
EOR fuel switching. To the e~tent that any economic fuel switching 
may occur, it is likely to occur only during a short period in the 
winter. For the reasons discussed more fully above, we expect any 
fuel switching to be offset by EOR steaming curtailment. As a 
consequence, We have not attempted to quantify the amount of EOR 
fuel switching which may occur. 

since we have adopted DRA's forecast spot gas price, and 
because we expect any EOR fuel switching to be offset by 
curtailment, we will adopt ORA's EOR demand forecast. Based upon 
these assumption3, we will adopt an EOR throughput forecast of 
150.9 MMdth. We have derived this valUe by taking DRA's forecast 
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of total EOR demand and reducing it by our forecast lavel of EOR 
steaming curtailment (9.8 MMdth). 

e. Wholesale 
(1) SDG5E 

ORA, SoCal, and SDG&E developed estimntes of SDG&E 
demand. Their estimates were similar for non-UEG, but differed 
markedly for UEG. The different estimates were in summary: 

OM 
SoCal 
SDG&E 

NoD-UEG UEG 

69.2 KMdth 
72.2 MMdth 
68.8 MHdth 

38.4 MMdth 
35.1 MMdth 
20.1 ~dth 

The difference in the UEG forecasts is due to the 
parties' use of different forecast oil and gas prices, which 
produce different levels of forecast economic fuel switching. ORA 
assumed no fuel switching. socal assumed three months of fuel 
switching. SDG&E assumed six months of fuel switching. 

As discussed in more detail below, since we have adopted 
a higher price for oil and a lower price for gas than socal and 
SDG&E, we forecast far less economic fuel switching than either 
company. We have not attempted to quantify the amount of fuel 
switching which may occur because fuel switching is likely to occur 
only during the peak winter months, which is a period of time 
during which we have forecast UEG curtailment. We have assumed, 
for purposes of this proposed decision, that UEG curtailment will 
equal or exceed economic fuel switching. significant fuel 
switching by SDG&E UEGs is far more likely than by other socal 
customer classes though. This is because of a slightly higher gas 
price assumed for SDG&E and a lower oil price (due to SDG&E's 
ability to use less eXpensive higher sulfur content oil (LSFO». 
We recognize the possibility that the models run by ORA, soCal, and 
SDG&E to forecast fuel switching may produce results which differ 
from our assumption that curtailment will offset fuel switching. 
As a consequence, we will permit any of the parties whose models 
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have been eXplored on the record in this proceeding to include an 
attachment with th~ir comments, a summary of the amount of fuel 
switching their model predicts using our adopted oil, gas, demand, 
and curtailment values. We will consider any such information 
offered, together with the record testimony on tho models used, 
prior to issuing a final deoision in this proceeding. 

With the caveat mentioned, we will adopt a throughput 
forecast for SDG&E of 101 MMdth, based upon ORA's demand forecast 
less the level of curtailment we eXpect SDG&E to e~perience during 
the ACAP period (8.0 MMdth). 

(2) Long Beach 
DRA and socal agree on Long Beach demand: UEG 

demand of 18.3 MMdth, non-UEG demand of 10.2 MMdth, and total 
demand of 28.5 MMdth. DRA and socal also appear to be in agreement 
that Long Beach should be allocated a proportional share of any 
necessary UEG curtailment, assuming the adopted demand and supply 
forecasts require curtailment of UEG customers. Long Beach has, 
however, contested the proportional allocation of UEG curtailment • 

Long Beach has argued that the adopted throughput to 
Long Beach should not be reduced below the forecast level of demand 
to reflect partial curtailment of P-5 requirements. The basis of 
its contention is that Commission decisions, and SoCal's tariff, 
permit -capacity curtailment- only when there is a shortage of 
capacity on Socal's own facilities. Long Beach contends that there 
is no record evidence that socal lacks sufficient capacity on the 
southern portion of its system to meet all Long Beach demand. On 
this basis Long Beach argues that it should be allocated no 
curtailment, and no curtailment of Long Beach demand should be 
forecast. 

Long Beach's argument is dependent upon questions of 
tariff interpretation, and to adopt it in practice would require 
changes in SoCal's current curtailment practices. The issues 
raised by Long Beach, woile intriguing, are beyond the scope of 
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this ACAP proceeding. They should be considered in the context of 
a proceeding such as Long Beach has recently initiated through its 
petition to modify D.86-12-010. 

We have forecast that curtailment will occur on 
Socal's system insplte of the maximum possible use of available 
supplies and system capacity. When conditions roquiring 
curtailment arise, SoCal will be required to meot the requirements 
of its system demand according to established curtailment practices 
and policies. This will be required regardless of ~hether the 
conditions requiring curtailment are'characterized as ·capacity 
curtailment- or ·supply curtailment.- Until socal's curtailment 
practices are reviewed and modified, if in fact that is the future 
result of Long Beach's petition, we are not persuaded that LOng 
Beach's eXplication of socal's tariff and prior Commission 
decisions warrants excluding Long Beach from a prorata portion of 
the curtailment we haVe forecast. 

We will adopt a throughput forecast for Long Beach 
of 23.9 KMdth based upon forecast curtailment of 4.6 MKdth. 

6. Cold Year Throughput 
Cold year throughput is one of the basGs used for the 

allocation of system costs. Socal contends that throughput is 
constrained by system capacity, and that as a result, incremental 
cold year demand merely results in additional curtailment over and 
above what the company forecasts under average year conditions. 
TURN contends that system capacity exceeds avo rage year demand and 
that socal should be able to serve 20 MMdth of additional demand 
under cold year conditions. TURN concedes that any additional cold 
year demand above this level would lead to curtailment. ORA 
originally forecast sufficient additional capacity thrOugh 
interutility sales to avoid any cold year curtailment, but later 
accepted TURN's cold y~ar forecast. 
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We forecast curtailment under our adopted avera9~ year 
demand and 9as supp~y forecasts. Our adopted cold year throughput 
simply reflects curtailment of the· incremental cold year demand. 
B. cost of Gas 

Gas costs must be forecast in order to establish bundled 
core rates, and for use in forecasting noncore domand. Noncore 
rates are developed monthly on th~ basis of curr~nt prices and are 
not established in the ACAP. various elements of SoCal's payments 
to pipelines, which represent part of the cost of gas, must also be 
forecast so that they may be allocated to various customer classes. 

1. Core WACOG 

The gas portfolio for core customers contains all 
long-term supplies and any short-term supplies needed to meet 
forecast core demand. SoCal's proposed core portfolio consists of 
natural gas from the following sources! california production, 
Federal offshore prOduction, pacific Offshore production company 
(POPCO), Pacific Interstate Transmission Company (PITCO), pipeline 
and direct purchases via the Transwestern and El paso systems, and 
spot gas purchases. 

Th~ ORA recommends adoption of a core weighted average 
cost of gas (W~cOG) of $2.36/KMBtu (after adjustment for Minimum 
Purchase Obligation (HPO) transition costs) for the ACAP period. 
socal recommends adoption of a core WACOG of $2.46/MMBtu (Also 
after adjustment for MPO transition costs). soCal and DRA were the 
only parties to forecast the core WACOG. The difference between 
DRA and socal is a result of higher price estimates by soCal of 
five of the si~ sources of supply, and slight differences in the 
volumes of gas forecast to be taken from several of the sources of 
supply. 

For the reasons discussed below, we adopt a cor~ WACOG of 
$2.36/KMBtu for the ACAP period. 
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a. California 
soCal est~mates that California production will account 

for approximately 605 MMth of gas during the ACAP period and 
forecasts a veighted average price of $2.53 MHBtu for this supply. 
ORA accepts SoCal's forecast, but has raised questions about the 
form of SoCal's california contracts, and its purchases of 
Elk Hills gas. 

Gas purchased from Elk Hills is purchased from the u.s. 
Department of Energy through a competitive bidding process every 
tour months and is included in SoCal's forecast of California 
production. SoCal expects to take a significant po~tion of its 
california source gas, 104 KMth, from Elk Hills at a forecast price 
40 cents/Oth above the forecast price of spot gas. LOng Beach, 
TURN, ORA, and CIG/CLFP all question whether Elk Hills should be 
considered a firm supply for core customers, and whether soCal . 
should be paying such a premium for it. 

we share these concerns, and as a result, have assumed 
that any gas purchased from ElK Hills during the ACAP period will 
be purchased at a veighted average price equ31 to the core WAOOG. 

we will adopt a forecast of 605 KKth at weighted average 
price ot $2.48 KKBtu for California production. 

b. Federal Offshore 
SOCal and DRA both estimate that 42 MMth of federal 

offshore gas will be taken during the ACAP period. SoCal estimates 
a weighted average price of $3.48/KKBtu, whereas ORA estimates a 
price of $3.42/MHBtU. since most federal offshore gas is inde~ed 
to Natural Gas Policy Act (NGPA) price categories, Socal assumed 
that the price for all federal offshore gas will escalate in the 
future at an assumed inflation rate. ORA reviewed the recorded 
price of this supply since 1986 and found that the total price for 
this gas has actually decreased during this period. In light of 
this analysis, ORA assumed that the total weighted average price of 
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federal offshore gas will remain the sane during the ACAP period as 
during the past year. 

We find ORA's price forecast more persuasive, and have 
adopted 42 HMth at a weighted average price of $3.42 for this 
supply. 

c. PITCO 
Both the ORA and socal have forecast that soCal will take 

835 HMth from PITCO at a weighted average price of $2.30/KMBtU. We 
will adopt these forecasts. 

d. POPCO 

SoCal estimates that it will take 105 MMth of POPCO gas 
at a weighted average price of $2.80/KHBtU. DRA estimates 114 KKth 
at a price of $2.65/KMBtU. 

DRA reviewed recorded POPCO prices and volumes over the 
past 30 months and found that the total average price paid for 
POPCO gas by Socal has generally been decreasing. TO estimate 
popCO deliveries and prices for the ACAP period, DRA assumed that 
both deliveries and price would be comparable to last year. DRA 
also estimated the take-or-pay surchage applicable to these 
purchases based upon the recent Federal Energy Regulatory 
commission (FERC) order approving uncontested settlement. SoCal 
appears to have made an error in calculating the effect of the FERC 
order which accounts for a significant portion of the difference 
between DRA's and SoCal's price forecast. 

we find DRA's estimate more persuasive, and as a result 
have adopted 114 HMth at $2.65}KMBtu for this supply. 

e. Interstate Pipeline and 
Direct Purchases 

socal estimates that it will take 2420 MKth from direct 
purchases and pipeline supplies via the Transwestern and EI Paso 
systems at a weighted average price of $2. 52/KHBtu. DRA forecasts 
southwest supplies of 2466 MMth at a weighted average price of 
$2.42}MMBtU. 
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Pipeline and direct interstate purchases via the 
Transwestern and El·Paso systems represent the major core supply 
source for the ACAP period. These sources are forecast to provide 
approximately 58\ of the core supply. Most of this gas has been 
acquired over the past year under a variety of on6 year direct 
purchase contracts Which expired in October. SoCal anticipates 
obtaining this supply under similar contracts during the ACAP 
period. Because SoCal's prior contracts eXpired, and new contracts 
had not yet been negotiated at the time of hearings in this 
proceeding, the actual volumes of gas and the prices to be paid for 
these supplies were unknown. BecaUse of these uncertainties, 
neither SoCal nor DRA attempted to develop specific forecasted 
volumes or prices for the different components represented by this 
supply category. Both company and ORA forecast supply and price in 
an aggregate fashion upon the basis of rather general assumptions. 

SOCal's estimate of the aggregate price for direct 
purchases and/or pipeline supplies is based on the assumption that 
the price for this supply will, in the aggregate, increase during 
the ACAP period by half as much as the company forecast spot gas 
prices to increase during the ACAP period. This assumption was 
based upon SoCal's view that gas demand and supply are gradually 
coming into balance. 

ORA accepted Socal's assumption, that the price for these 
supplies will increase half as much as spot gas prices, but not 
necessarily Socal's underlying rationale. The difference in 
SoCal's and DRA's forecast price is a result of DRA's lower 
forecast spot gas price. 

Forecast volumes of direct and pipeline purchases are a 
function of the forecast of core demand. As a result, we haVe 
adopted a forecast consistent with our adopted core demand. The 
forecast price for these supplies is a function of the forecast 
spot gas price, and since we have adopted DRA's spot gas forecast, 
we will adopt ORA's forecast price for these supplies. The adopted 
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volume and price for these supplies ares 2548.1 HMth at a weighted 
-average price of $2.42/KMBtU. 

f. spot Gas 
ORA has accepted socal's estimate that it will take 

596 MMth of spot gas for the core portiolio. our adopted spot gas 
border price of 2.19/MMBtu equates to a weighted avorage price of 
$2.22/MMBtu for these supplies. 

2. Noncore WACOG 
The gas portiolio for noncore customers, consistent with 

0.87-12-039, contains only short-term supplies with prices that are 
firm for up to 30 days. SoCal estimated that it will take 
2064 KMth of shQrt-term supplies for noncore custom~rs at a 
weighted average cost of $2.41/KMBtu during the ACAP period. ORA 
estimated that 2521 KMth at a weighted average cost of $2.20/MHBtU. 
The difierence in supply forecasts reflects differences in the 
parties estimates of noncOre demand and SoCal's assumption that 
there will be some noncore curtailment during the ACAP period. 
Both price estimates are based upon the parties' respective 
estimates of spot gas prices, but also reflect a difference in the 
way the parties have accounted tor PG&E interutility transportation 
costs. SoCal has included these transportation costs in its 
estilnate of the noncore WACOG, while ORA ha·~ treated them as a 
debit to interutility revenues. 

The adopted level of noncore supply is a value which 
results from the forecast gas demand and supply we have adopted, 
and the resulting level of forecast curtailments. Based upon the 
supply and demand forecasts we have adopted, we forecast noncore 
supply of 2075.3 MKth. We will adopt the ORA's recommended noncore 
WACOG of $2.20/MMBtu since it reflects the spot gas cost we havo 
adopted. We also will adopt ORA's accounti~g treatment for PG&E 
interutility transportation revenue which is reflected in this 
adopted value. 
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3. Transition costs 
In 0.87-12-039 we determined that c~rtain unavoidable 

costs which were incurred for the benefit of all ratepayers prior 
to December 3, 1986, should be considered transition costs and 
should b~ recovered from all customers. We identified four 
criteria which should be met for transition cost treatment. We 
stated that a cost item would be considered a transition cost if it 
resulted from a gas purchase contract, tariff, or"arrangement 
which: 

1. Took effect before December 3, 1986; 

2. Was incurred for the benefit of all 
ratepayers I 

3. Was intended to be recouped from all 
ratepayers I and 

4. Now results 1n costs in excess of a 
currently reasonable level. 

A number of issues arose in the proceeding concerning 
costs which were alleged to be within the definition of transition 
costs. These are discussed in the sections which follow. 

a. EXcess Purchased Gas Costs 
DRA contested the treatment of $6,771,000 in -excess· 

purchased gas costs as transition costs. The costs at issue were 
allegedly incurred by SoCal for the purchase of gas in 1986-87 and 
1987-88 in order to avoid curtailment of P3B, P4, and UEG 
customers. These costs are currently at issue in SoCal's pending 
reasonableness reviews for 1986-87 (A.87-12-057) and 1987-88 

(A.88-07-006). since no decision has yet been issued in the 
consolidated reasonableness review proceeding, the issue raised by 
DRA concerning the manner in Which such costs should be allocated 
will be deterred to socal's next ACAP. 
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b. Minimum Purchase Obligation 
costs 

In D.87-12-039 we determined that there are minimum 
purchase obligation (MPO) costs associated with tho POpcO and 
california supplies which should be considered transition costs. 
ORA and SoCal have estimated these MPO transition costs and 
generally agree on the manner in which they should be estimated. 
~he differences between the ORA and company estimatos generally are 
due to different forecast prices for the different price components 
that make up the MPO costs. ORA, TURN, and Long Beach haVe, 
however, raised objections to considering excess co~ts of Elk Hills 
purchases as MPO transition costs. 

Elks Hills gas is part of the supply SOCal intends to 
purchase for the core porfolio. The price socal forecasts for Elk 
Hills purchases exceeds socal's forecasted core WACOG by 
approximately 20 cents/Dth. On the basis of transition cost 
principles adopted in 0.87-12-039, socal has proposed ~ssigning 
this gas to the core portfolio at the core WACOG price and 
classifying the difference between the cost of Elk Hills gas and 
the core WACOG as a minimum purchase obligation (MPO) transition 
cost. classified in this manner, the excess cost of Elk Hills gas 
would be paid for by all customers# core customers would pay the 
core WACOG for Elk Hills gas while all customers (including the 
core) would pay the excess cost. 

LQng Beach, TURN, and CIG/CLFP object to this treatment. 
They argue that Elk Hills purchases are discretionary purchases 
made through a competitive bidding process every four months, and 
that it is not a secure long-term supply and should not be included 
in the core portfolio. If this supply was replaced by spot gas or 
other short-term gas, core customers would presumably benefit from 
reduced gas costs, and noncore customers would be spared the 
additional HPO transition costs. ORA concurs • 

- 39 -



• 

• 

• 

A.89-04-02l, A.89-0S-006 ALJ/EWO/tcq 

In responsa to these argumants, socal has recommended 
that the commission. defer any decision on the reasonableness of Elk 
Hills purchases, and simply assume that Socal will pay a price 
equivalent to the core WACOG for this supply. If this approach is 
adopted, SoCal would recover the amount, if any, above the core 
WACOG through the core gas cost balancing account and through the 
noncore transition cost tracking account. oetermination of tha 
reasonableness of these purchases, and ~hether any amount paid 
aboVe the core WACOG should be treated as transition costs could 
then ba deferred until it ~as known whethar any such excess cost 
was paid. 

We agrae, for the reasons stated by TURN, LOng Beach, and 
CIG/CLFP that the forecast prica of Elk Hills should be assumed to 
be equivalent to the core WACOG. We also aqree with SOCal that the 
reasonableness of any pur~hAses of Elk Hills gas abova the core 
WACOG should be considered in Socal's annual reasonablaness review 
and not in this ACAP. Issues concarning managemant prudenca or 
reasonableness are not approprlata for consideration in ACAP 
proceedings. Although Elk Hills gas may ba purchased by SoCal, we 
make no judgement about the reasonableness of such purchases. 

We have included such supplies in the supply forecast for 
purposes of this ACAP at the adopted core WACOG prica. Consistent 
~ith this decision, we will assume no excess costs from Elk Hills 
purchases and no MPO transition costs associated vith Elk Hills 
purchases. We feel ~e should also provide guidance on tha question 
of transition cost treatment for thesa purchases. In our opinion, 
Elk Hills purchases do not meet the definition of transition costs 
established in D.87-12-039 and should not receive transition cost . . 

treatment on that basis. We have not considered or decided, 
howev~r, whether excess costs assooiated with Elk Hills purchases 
should for other reasons be allocated in a manner consistent with 
our treatment of transition costs. This issue should be addressed 
in a future proceeding if and when socal requests such treatment • 
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We will adopt MPO costs consistent with the price 
forecasts we have adopted for the different components that makeup 
this cost element. 

c. Direct Billed Take-ar-Pay 
Costs 

Take-or-pay costs are amounts billed to SoCal from 
interstate pipelines as a result of various orders of the FERC 
which allocate take-or-pay buydown and buyout costs arising from 
uneconomic contracts betwEen interstate pipeline companies and gas 
producers. Direct billed take-or-pay costs are distinguished from 
volumetric take-or-pay costs. Direct billed take-or-pay costs are 
billed directly to pipeline customers on the basis of their 
historical purchases. volumetric take-or-pay charges are applied 
as a surcharge on every unit of current pipeline throughput. In 
this proceeding, only the treatment of direct billed take-or-pay 
costs is a significant issue. 

A number of issues were raised concerning direct billed 
take-or-pay costs. They are generally related to either the amount 
that should be forecast for different take-or-pay amounts, or to 
the question how such costs should be allocated. Disagreements 
concerning forecast amounts were resolved prior to the conclusion 
of the hearings. Allocation, however, was perhaps the most hotly 
contested issue in the proceeding. 

(1) Forecast Take-or-Pay Amounts 

A number of disagreements were raised initially 
concerning the forecast of take-or-pay amounts, but they have since 
been resolved by the parties. In summary, the parties have agreed . 
to the following forecast amounts. 

SOCal accepts DRA's forecast of $30,668,000 for 
El Paso take-or-pay billings for the ACAP period, and $14,705,000 
for El paso take-or-pay billings prior to October 1, 1989. Socal 
has also agreed to DRA's forecast of take-or-pay amounts billed by 
Transwestern before October 1, 1989 of $47,370,000. There are no 
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forecast direct billed Transwest~rn take-or-pay liabilities for the 
ACAP period since all these amounts will have been paid prior to 
October 1989. And, finally, SoCal also accepts DRAls forecast of 
take-or-pay amounts billed by POPCO before Octob~r 1, 1989 of 
$625,000. The payment previously made by SOCal to POPCO reflected 
in the CAM account should be adjusted to r~flect tho aotual 
payment. 

(2) Allocation of Take-or-Pay 
Charges 

(a) BackgroUnd 
The circuDstances that gav~ rise to th~ gas 

industry's take-or-pay problems are well e~plained in FERC 
decisions, particularly FERC order No. 436, and Order No. 500. W~ 

take notice of the findings and conclusions of the FERC reached in 
these decisions. 

The take-or-pay costs now at issue in the industry 
arose as a result of contracts entered into in the late 1970's and 
early 1980 / s. This was a period of gas shortages and rising 
prices. During this period, pipeline companies attempted, with the 
encouragement of the FERC, to maintain secure long-term supply 
reserves. They often negotiated and signed contracts of 10 years 
or more. These contracts commonly inclUded .take-or-payw 
provisions. These provisions required the pipelines to pay for a 
specified percentage of the contract quantity of gas even if the 
pipelines took less. The often high cost of gas under these 
contracts had little initial effect on the marketability of the gas 
because the cost was rolled-in to the pipelines' computed average 
cost of gas along w~th other low price price-controlled gas for 
ratemaking purposes, thereby keeping it competitive with the cost 
of alt~rnate fuels and interstate pipelines had take-or-pay 
commitments from their customers guaranteeing pass through of gas 
costs. Elimination of customers' take-or-pay obligations in FERC 
Order. No. 380, and a drop in the price of alternate fuel eventually 
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brought the embedded cost of these long term take-or-pay contracts 
yell above competit~ve prices. By 1985, pipeline co~panies found 
themselVes committed to purchase significant volumes of high priced 
gas in ~hat was then a period of falling prices and increasing 
competition between gas and other alternate fuels. Inspite of the 
growing competition at the wellhead, interstate pipelines still 
retained market control OVer gas transportation. They reacted to 
their growing predicament by refusing to transport third party gas 
when to do so would have the effect of displacing the pipeline 
companies l own deliveries. This discrimination in transportation 
had the effect of denying cOnsumers access to gas at the lowest 
reasonable rate, but preserved much of the pipelines' market for 
what would otherwise have been unaconomically priced gas. 

In Order No. 436 the FERC addressed the growing 
disparity between wellhead and pipeline prices in a comprehensive 
manner. The FERC concluded that the prevailing pipeline practice 
of generally refusing to transport gas for third parties where to 
do so would displace their own sales, had caused serious market 
distortions. It found this practice ·unduly discriminatory· within 
the meaning of § 5 of the Natural Gas Act, 15 U.S.C. §§ 717 et seq. 
(NGA), and ordered a radical restructuring of the industry. 
pipelines' transportation and mechandising roles were unbundled and 
pipelines were required to transport gas for third parties in 
competition with the pipelines' ovn supplies. 

This decision resulted in significant new 
competition in the industry, particularly between pipelines and 
other gas sellers (producers and marketers), and provided consumers 
with the economic benefits of more competitive wellhead prices. 

These changes did not occur, however, without 
significant repercussions in the industry. Among the more 
problematic of these is the present industry take-or-pay problem. 
As pipeline customers took advantage of the new open access rules, 
the pipelines found it increasingly difficult to market qas that 
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had been contracted for under long-term contracts at high prices. 
The pipelines' high priced supplies became unmarketable as more and 
more pipeline customers chose to purchase their o~ry gas directly 
from producers or marketers for transportation. This resulted in 
drastic reductions in pipeline takes of high priced gas, and 
significant liability under the pipelines' take-or-pay contracts 
with gas producers. 

FERC took no action in Order No. 436 to relieve 
pipelines of their take-or-pay obligations under high~priced 
contracts or to otherwise resolve the take-or-pay problem. On 
appeal, the united states Court of Appeals, in Asso~iated Gas 
Distributors v. FERC, 824 F.2d 981 (D.C. cir. 1981), upheld the 
substance of the FERC's restructuring of the industry, but found 
problems with the FERC's failure to deal with the take-or-pay 
issue. The Court remanded the case to the FERC for further 
proceedings on the take-or-pay problem. 

Those further proceedings culminated in FERC 
order No. 500. Order 500 is intended by the FERC to substantially 
mitigate the effects of Order No. 436 on pipeline take-or-pay 
problems. Among the steps FERC took in Order 500 to address the 
problem was the adoption of two alternative mechanisms for 
pipelines to use to recover prudently incurred take-or-pay related 
costs. Under the first option, pipelines may recover lOOt of 
prudently incurred costs through volumetric or commodity rates. 
The second option has been referred to as an Nequitable sharing· 
mechanism. Under this option, pipelinas are permitted to recover 
anywhere from 25t to 50t of their take-or-pay costs from customers 
through a fixed take-or-pay charge direct billed to pipeline 
customers, provided that the pipeline agrees to absorb an equal 
amount. Any amounts above what the pipeline is willing to absorb 
would be permitted to be recovered through a commodity surcharge, 
or volumetric surcharge, on pipeline throughput • 
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The costs incurred by El Paso and Transwest~rn 
to buyout and buydo~n their accrued take~or-pay liability with 
producers are the costs subject to recovery through the alternative 
mechanisms provided for in order 500. Both El Paso and 
Trans~estern have chosen FERC's -equitable sharin9w approach and 
have chosen to allocate 25\ of their take-or-pay costs to their 
shareholders and the remaining 75% to their customers. Of the 
remaining 15\, 1/3 (i.e., 25% of the pipelines' total liability) is 
recoverable through direct billing, and 2/3 (50\ of the pipelines' 
liability) is recoverable through a volumetric surcharge applicable 
to total pipeline throughput. 

(b) Positions of the Parties 
Against this background, the proposals of the 

parties concerning the disposition of take-or-pay costs at issue in 
this proceeding must be considered. Only the 25\ of pipeline 
take-or-pay costs direct billed are at issue. No party has 
chailenged the recovery of the 50% of take-or-pay costs the 
pipelines are recovering through volumetric surcharges. 

Three parties made specific proposals regarding 
socal's recovery of direct billed take-or-~ay costs: socal, ORA, 
and Salmon/Mock. 

socal claims that it is entitled to recover 
100% of all take-or-pay costs, and proposes to recover the noncore 
portion through demand charges with full balancing account 
protection. 

Edison supports socal and alleges that 
utilities are entitled to an opportunity to recover all of their 
costs unless proven unreasonably incurred. 

PG&E and SDG&E also support soCal. 
ORA recommends that the commission adopt an 

equitable sharing mechanism similar to that adopted by the FERC. 
In support of its recommendation ORA adopts the rationale of the 
FERC that the causes of the pipelines l .take-or-pay problems are 
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many and complex, that it is difficult to assign blame, and that 
all segments of the industry should shoulder some of the burden of 
resolving the problem. ORA recommends that the Commission permit 
socal to choose between t~o different methods of recovery I 
(1) recovering all take-or-pay costs through a Volumetric surcharge 
without bal~ncing account protection, or (2) recovering, through a 
direct billed demand charge, four times the percentage of direct 
billed take-or-pay costs that the company ~grees to absorb. Under 
the second option, any remaining balance, after direct billed and 
absorbed amounts, would be recoverable through a volumetric charge. 
ORA proposes balancing account treatment for the portion allocated 
to the demand charge. 

TURN is in general agreement ~ith ORA and notes 
that ORA's recommendation is essentially the same as advocated by 
TURN prior to 0.87-12-039. TURN supports its recommendation on the 
principle that the costs of resolving-the problem shOUld be 
allocated e~~itably Among all segments of the industry. 

-(A)ll of the other sectorso! the gas 
industry--producers, pipelines and 
end users--have been forced to make 
sacrifices and bear what they viewed 
as unreasonable costs in order to 
move forward with the transition to 
the new industry structure. The one 
glaring exception to this 'share the 
painl policy thus far has been the 
local distribution utilities such as 
SoCal, who have paid nothing and 
borne no risks while others have 
SUffered. Clearly, the time has come 
to remedy this blatant ineqUity. 
While this exception is sure to be 
met with cries of 'it wasn't our 
fault,' that argument has not been 
sufficient to spare any other party 
from bearing a portion of these 
costs.- (Exhibit so (TURN/Florio), 
pp. 27-2S.) 
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TURN supports DRA's reco~endation with the proviso that in tha 
event SoCal elects ~ot to absorb any of the take-or-pay costs, 
there should be no balancing account coverage for the portion of 
take-or-pay costs allocated to the core market. 

Salmon/Kock object to Socal recovering any 
direct billed take-or-pay costs. They allege that the only way to 
effect a truly equitable sharing of these costs is to require socal 
to absorb all amounts billed in-excess of the amount that the FERC 
permits the pipelines to recover through volumatric charges. 
Salmon/Mock would permit the portion of take-or-pay costs reflected 
in pipeline volumetric rates to be fully passed thrQugh to 
ratepayers, but would preclude recovery of any and all direct 
billed amounts. SCUPP/IID, and DGS support the proposal of 
Salmon/Mock. 

In response to the proposals of DRA and 
Salmon/Kock, Socal offered in evidence testinony concerning the 
reasonableness of the company's practices with respect to 
interstate purchases and the absence of company ~esponsibility for 
the incurrence of take-or-pay costs. The ALJ ruled this testimony 
inadmissible on grounds that the reasonableness of SoCal's actions 
is not the basis of the recommendations of DRA or Salmon/Mock, and 
is not an issue properly within the scope of an ACAP proceeding. 
The ALJ further noted that issues concerning reasonableness are, 
under the commission's current regulatory framework, appropriate to 
raise in annual gas utility raasonableness raview proceedings. 
consistent with this ruling, the ALJ indicated that tha 
recommendations of DRA, TURN, and salmon/Mock could only be judged, 
in this proceeding, on the basis of policy considerations other 
than the reasonablaness of SoCal's actions. socal took exception 
to the ruling, and requested that its testimony on reasonableness 
excluded from evidence be received as an offer of proof. This 
motion was granted • 
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In support of its request for full recovery of 
take-or-pay costs, ~ocal argues that salmon/Hock's recommendation 
would result in a substantial disallowance and is totally 
inconsistent with FERC Order 500. SoCal interprets Order 500 to 
provide alternative means of recovering take-or-pay costs, and 
provides no basis for disallowing recovery of prudently incurred 
costs by local distribution companies. The company also argues 
that take-or-pay liabili~y arose out of interstate pipeiines' 
contracts with their gas suppliers and that socal was not a 
participant in pipeline-producer negotiations, and therefore not 
responsible for the contracts which gave rise to th~ problem. 
SoCal also argues that it is entitled to recover costs that the 
Commission has previously authorized to be booked to a tracking or 
balancing account for later recovery, and that such costs cannot 
later be disallowed because the commission has changed its mind 
about recovery after the eXpenses have been incurred and booked. 
Socal also argues that the Salmon/Kock proposal would violate the 
principle discussed in Nantahala power & Light Co. v. Thornberg, 
476 U.S. 953 (1986) and Mississippi power & Light Co. v. 
Mississippi, 101 LEd 2d 322, __ U.S. __ (1988) that amounts allowed 
by a federal regulatory agency to be billed by a federal
-jurisdiction utility to a local utility must be allowed in the 
local utility's rates by state regulators. socal asserts that the 
holdings of these cases, as applied to FERC authorized interstate 
pipeline take-or-pay charges, require 100\ pass-through at the 
state level. Finally, SoCal argues that it would be clear legal 
error for the commission to impose a disallQwance on the company 
without having allowed the company to put in evidence testimony 
.clearly relevant to this issue. 

In response to Socal's arguments, ORA and TURN 
note that FER~ eXplicitly stated that it was not prescribing the 
method by which take-or-pay costs were to be recovered at the state 
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level. As a result of this explicit statement of the FERC, ORA, 
and TURN allege that no federal preemption problem exists. 

CIG/CLFP supported Salmon/Mock in their opening 
and reply briefs, but filed a motion on August 1, 1989 to defer 
consideration of take-or-pay costs to a subsequent phase of this 
proceeding. CIG/CLFP seeks an opportunity to moro fully develop 
the record on this issue. CIG/CLFP alleges that there was little 
or no testimony concerning the basis upon which the take-or-pay 
costs were incurred, and insufficient time for the parties to 
prepare rebuttal testimony in response to the rebuttal offered by 
SOCal on July 26, 1989, and that as a consequence, ~he record in 
this proceeding is inadequate to permit the commission to decide 
allocation questions concerning take-or-pay costs. 

(c) Discussion 
Whether the take-or-pay costs which socal seeks 

to recoVer were reasonably incurred is not at issue in this 
proceeding. We do not view the testimony of DRA or salmon/Mock as 
contesting the reasonableness of the costs at issue, and eVen if 
we did, we would not address the issue in this proceeding. ACAPs 
are not the proper forum for consideration of management prudenca 
or reasonableness. Under the Commission's regulatory program for 
gas utilities, reasonableness must be considered in annual utility 
reasonableness review proceedings. The ALJ was correct in striking 
SOCal testimony on this issue. The only take-or-pay issues 
properly before the commission in this ACAP proceeding are issues 
related to the allocation of costs. 

CIG/CLFP has requested that we deter 
consideration of these allocation issues. We will deny the Motion. 
Parties to this proCeeding have been'on notice at least· since we 
issued D.87-12-039 on December, 9, 1987 that the allocation of 
take-or-pay costs would be an important issue to resolve in future 
ACAP proceedings. Parties have also been on notice since April 12, 
1989 when SoCal's application was filed, that the company was 
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requesting full recovery of all take-or-pay costs from its 
customers, While we have no doubt that a more extensive record 
could be developed, there has been no showing of goOd cause for 
deferring the issue, and no showing ~hat the present record on this 
issue is deficient in any ~ssential or eVen important respect, We 
will address the allocation issues presented. 

SoCal has requested regulatory treatment which, 
in effect, assigns full responsibility for the econo~lc and 
regulatory risks which gave rise to take-or-pay liability, and the 
consequential costs now being assessed, to its ratepayers, Under 
the circumstances, it is difficult to justify such a. result. After 
extensive review of the indus~ries' problems the FERC stated, 

-The commission recognizes that it is 
difficult to assign blame for the 
pipeline indUstry's take-or-pay 
prOblems. In brief, no one segment 
of the natural gas industry or 
particular circumstance appears 
responsible for the pipelines' excess 
inventory of gas. As a result, all 
segments shOUld shoulder some of the 
burden of resolving the problem,
(order No, 436, III FERC stats. and 
Regs., paragraph 30,761 at 
p. 30,719.) 

w ••• there shOUld be an equitable 
sharing of take-or-pay costs among 
all segments of the industry, 
including producers, pipelines, 
distributors and consumers,* (order 
No. SOO, III FERC stats, and Regs., 
paragraph .) 

We agree with the FERC that no one segment of the indUstry appears 
responsible for the problem. We also agree with the FERC that, 

. . 
under the circumstances, all segments of the industry, including 
distributors such as socal, should share some portion of the burden 
necessary to resolve the problem. 
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socal may be entirely correct in claiming that 
the economio and ma~ket forces which gav~ rise to the problem were 
beyond the control Of company management, but SoCal fails to 
~ecognize that these forces were to an even greater degree beyond 
the control of SoCal's ratepayers. 

In defense of the right to recover take-or-pay 
costs, SoCal and Edison contend that utilities are ontitled to 
recover all costs incurred except such costs as are found to have 
been due to management imprudence. This argument is contrary to 
well established case law (see e.g., DUquesne Light Co. v. Barasch 
(1989) __ U.8, __ , 102 LEd2d 646 and cases discussed therein), and is 
premised upon a fundamental misunderstanding of utility regulation, 
Management imprudence can certainly be the basis for the 
disallowance of costs for ratemaking purposes and can affect the 
earned return of utilities, but it is equally true that the costs 
of unforeseen events, such as those which gave rise to the 
take-or-pay problems of the gas industry, can also affect earned 
return. utility regulation is a substitute for free market 
competition, and although regulation has relieved utilities of 
substantial economic and competitive risks, it was never intended 
to relieve utilities of all of the risks inherent in competitive or 
regulated markets. Risk is inherent in doing business even as a 
regulated utility. And more importantly, this risk is recognized 
in the rate setting process. Regulators are in fact required by 
law to set rates SO as to provide utilities with a reasonable 
opportunity to earn a return commensurate with returns on 
investments with similar risks. (see FPC v. Hope Natural Gas co. 
(1944) l20 U.s. 591, 603.) The law does not guarantee that 
utilities will earn the return authorized, however, (see Hope, 
supra. 320 U.S. at 603), and certainly does not require utility 
ratepayers to shoulder 100 percent of the economio burden of 
unforeseen events, (Compare e.g., DUquesne Light Co. v. Barasch 
(1989) __ U.S. __ , 102 LEd2d 646 upholding a rate base disallowance 
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of costs associated with a cancelled nuolear power plant without 
any finding of management imprudence. On the contrary, the manner 
in which utility rates are set generally contemplates that 
unforeseen events will, from time to time affect company earnings, 
and will sometimes cause earned return to fall below what was 
authorized.. utilities are routinelY compensated for this very 
risk. The rates of return granted utilities in each general rate 
case include allowances to compensate utilities for economic and· 
regulatory risKs, including unforeseen risks. 

under the circumstances, we conclude that it 
would be inequitable to allocate all of the risks o( the events 
which gave rise to the take-or-pay problem and all of the costs 
incurred as a result of these events to ratepayers while allocating 
none to SoCal's shareholders. 

SoCal, Edison, and FG&E have argued that any 
ratemaking treatment short of 100\ recovery of take-or-pay costs 
would violate the holdings of Nantahala Power & Light Co. v. 
Thornberg, 476 U.S. 953 (1986) and Mississippi Pow~r & Light Co. v. 
Mississippi, 101 LEd 2d 322, __ U.S. __ (1988). They argUe that 
these cases require 100\ pass-through of FERC approved costs at the 
state level, and that since the take-or-pay costs at issue have 
been approved by the FERC, they must be passed through to socal/s 
customers by this commission. 

We disagree. socal, Edison, and PG&E have 
failed to recognize that the FERC's decision approving take-or-pay 
costs explicitly provides for, and encourages, an equitable sharing 
of costs between local distribution companies, such as socal, and 
their customers. The FERC stated: 

MCT)he proposed polley statement does 
not attempt to prescribe the methods 
by which approved pipeline 
take-or-pay costs are to be allocated 
at the state level. However, it is 
the Commission's view that there 
should be an equitable sharing of 
take-or-pay costs among all segments 
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of the industry.· (III FERC stats. 
and Regs. at p. 30,790.) 

Clearly the FERC has not prescribed the methods by which this 
Commission should allocate SoCal's take-or-pay costs, and that is 
the only take-or-pay issue that we are addressing 1n this deoision. 

SoCal has also argued that costs the Commission 
has authorized to be booked into tracking or balancing accounts 
cannot be disallowed from recovery by the commission after.the 
eXpenses have been incurred. since the commission has previously 
authoriz~d take-or-paY costs to be booked to Socal's core Fixed 
Cost Account and Noncore Fi~ed cost Account, socal ~rgues that the 
Commission has no option now but to allow full recovery. 

We disagree. SoCal has completely misconstrued 
the nature of tracking and balancing accounts and misconstrued our 
earlier decision authorizing take-or-pay costs to be booked to the 
Core and Noncore Fi~ed Cost Account. Balancing and tracking 
accounts are always established for the eXplicit purpose of 
facilitating further rate adjustments, and ofte~ further r~view of 
the costs bOOKed to such accounts. In many cases, such accounts 
have eXplicitly been made subject to future reasonableness review 
and, by clear implication, potential disallowance of costs after 
they have been incurred and booked. Moreover, recovery of 
take-or-pay costs booked to the Core and Noncore Fi~ed cost 
balancing accounts was explicitlY made subject to future regulatory 
review by the commission in D.87-12-039. 

A more difficult problem is determining an 
appropriate allocation of take-or-pay costs, given the principle 
that the risks and costs can and should be shared by distribution 
companies as well as their customers. Again, we consider the 
FERC's findings instructive. 

Under the FERC's adopted alternative allocation 
mechanisms, pipelines have been given a choice. They may choose to 
recovertake-or-pay related costs through a volumetrio surcharge, 
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or they may recover a percantage through direct billings eqUal to 
the percentage they are willing to absorb. The former course 
provides pipelines with a theoretical opportunity to recover all 
take-or-pay costs, but also entails risk. Market forces are likely 
to limit recovery of take-or-pay charges through volumetric rates. 
The alternative -equitable sharing W mechanism, provides pipelines 
with a certain writeoff, in eXchange for certain recovery of a 
portion of the costs. Both El Paso' and Transwestern have elected 
the latter option, and have chosen to absorb 25\ of their 
take-or-pay costs. This leaves 50\ to be billed through volumetric 
charges, and 25% to be direct billed. As a result, El Paso and 
Transwestern will recover a maximum of 75% of their take-or-pay 
casts from their customers. 

~he SoCal, DRA, and Salmon/Mock proposals can 
be evaluated by comparing the results that would be produced by 
their adoption with the results produced under the approach adopted 
by FERC. If one assumes that SoCA1's customers will be paying 50% 

of El Paso and Transwestern take-or-pay costs through volumetric 
surcharges and that these costs are passed through to socal's 
customers,l then under all three proposals before us, socal will 
recover at least 67% of the take-or-pay costs passed through to 
california from El Paso and Transwestern to SoCal. SoCal requests 
full recovery of the remaining direct billed amount which if 
granted would provide the company with 100% recovery. Salmon/Mock 
has advocated no recovery beyond the amount included in volumetric 
charges to SoCal. Under this proposal socal would recover 67% of 
the take-or-pay costs billed to it, but would be required to absorb 
the remaining 33\. DRA has advocated an alternative approach 
_similar in structure to that adopted by FERC. If one assumes that 

1 No party has challenged the volumetric portion of E1 Paso or 
Transwestern take-or-pay costs in this proceeding. Only the direct 
billed portion is at issue. 
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soCal elects to absorb the full $1 of direct billed amounts for 
every $4 billed, th~n under ORA's proposal, SOCal would recover 80\ 
of direct hilled amounts, but Socal's customers would pay 93% of 
all take-or-pay costs billed to California. The remaining 7% of 
all take-or-pay costs billed to CalifQrnia represonts the amount 
SoCal would absorb under these assumptions. 

We reject socal/s re~lest because it is 
inequitable under the circumstances. It would require all segments 
of the industry to share the costs of resolving the industry's 
take-or-pay problems, except socal. As a distribution company, 
SoCal was an integral part of the industry which qave rise to the 
problem, and as such SoCal should shOUlder some portion of the 
costs of resolving it and moving forward. 

For different reasons, we find the proposal of 
salmon/Mock to be equally inequitable. In terms of simple 
percentages, the proposal of salmon/Kock WOUld require socal to 
absorb a greater percentage of take-or-pay costs than El Paso or 
Transwestern. Although as a distribution company, we view soca1 as 
having an important role in ensuring that pipeline purchases are 
structured so as to ensure marketability of gas to end users, socal 
was not a party to the pipeline-producer contracts which contained 
the take-or-pay clauses, and has much less control over the 
negotiations to reduce take-or-pay liabilities than the pipeline 
companies. For this reason, we conclude that it would be 
inequitable to adopt a recovery mechanism that is harsher on soCal 
that the FERC mechanism is on interstate pipeline companies. 

DRA's recommendation is intermediate between 
these extremes. AssUming socal elects to absorb $1 for every $4 
direct billed, under DRA's proposal socal's customers would pay 93\ 
of take-or~pay costs billed t~ California, ~hile socal's 
shareholders would absorb 7%. This disparity may appear 
inequitable to soCal/s customers, but the equities cannot be fairly 
evaluated without considering the circumstances which gave rise to 
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the take-or-pay liability in more detail. The changes in the 
industry which permitted the transportation of customer-owned gas 
significantly reduced customer gas costs. SoCal alleges that its 
customers saved $1.3 billion as a result of these regulatory 
changes, and purchases that socal made under the new program • . 
Although SOCal received benefits from the changes in regulation 
including increased recovery of forecast costs included in base 
rates, and preservation of the company's market share, most of the 
savings obtained through reduced gas costs directly benefited 
SoCal's customers. In light of these considerations, we conclude 
that the ORA recommendation should be adopted. We conclude that it 
will provide SoCal with a reasonable opportunity to recover 
take-or-pay costs and strikes a fair balance in allocating risks 
and costs between ratepayers and SoCal's shareholders. 

TURN has recommended that in the event SoCal 
elects not to absorb any of the take-or-pay costs under the 
approach we have adopted, there should be no balancing account 
coverage for the portion of take-or-pay costs allocated to the core 
market. soCal has opposed this recommendation on the ground that 
weather affects sales to the core much more than any other factor 
and that it would not make sense to permit socal to be rewarded it 
the weather is colder than normal, and penalized if the weather is 
warm. We agree with socal on this point, and will not adopt TURN's 
recommendation. 

In addition, we want to make clear that the 
decision we have reached is limited to the allocation of costs. We 
have not considered or determined the reasonableness of any 
take-or-pay costs SoCal may pass through to ratepayers under this 
deoision. The reasonableness of take-or-pay costs is, as we have 
stated previously, not an issue in this ACAP case. Any challenge 
to the reasonableness of take-or-pay costs must be raised in 
soCal's annual"reasonableness review proceeding • 
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In order to implement this portion of this 
decision, within 20 days of the date of issuance of this proposed 
decision, SoCal shail file comments indicating the rate treatment 
it selects and proposed rate changes consistent with the company's 
selection of the ratemaking options provided herein. We also 
encourage SoCal to include in its comments on this decision any 
comments it may wish to make on the manner in Which the resulting 
rate changes can best be made. 

d. Account 191 

El Paso Account 191 direct billed amounts are dependent 
upon the outcome of settlement negotiations in the ~.l Paso general 
rate case at the FERC. Settlement negotiations are far from 
concluded. Both socal and this commission have protested the 
direct billing of Account 191 undercollections by both EI paso and 
Transwestern. Because of these uncertainties, both soCal and ORA 
recommend that no amount for El paso or Transwestern 
undercollections in Account 191 be included in rates in this 
proceeding • 

we agree with the position taken by socal and ORA. No 
undercollections will be forecast in either the El paso or 
Transwestern Account 191. 

e.' Chevron/Southland Re~ 
$49.2 million has been received by socal from El Paso as 

a result of the Southland settlement. The Chevron settlement 1s 
still on appeal, and as a consequence, socal has not received any 
refUnd yet from the Chevron settlement. socal eXpeots these 
refunds to eventually total approximately $75 million. 

ORA recommends that the southland refund be held,~Y soCal 
as a potential offset to any Account 191 cOsts that may 
materialize, and that these amounts be trued-up in soCal's next 
ACAP proceeding • 
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Rather than hold all Chevron/Southland oredits for offset 
against possible future Account 191 direct billings, socal proposes 
to use these refunds to offset direct billed take-or-pay amounts. 

TURN is not opposed to using these refunds to offse£ 
Account 191 billings, but recommends that the commission consider 
the option ~f a lump sum refund as an alternative. 

SoCal's proposal to use Chevron/Southland refunds to 
offset take-or-pay charges would, in effect, permit SoCal to 
receiVe full recovery of any take-or-pay charges offset in this 
manner. This disposition is inconsistent with our intent to 
allocate some of the risks and costs associated with the industry's 
take-or-pay problem to shareholders as well as to ratepayers. 
Because SOCal may receive substantial direot bill~ from El Paso and 
Transwestern during the ACAP period for recovery of Account 191 
balances, we will adopt DRA's recommendation. soCal shall hold 
Chevron/Southland credits in an interest bearing account for Offset 
against possible future Account 191 direot billings. 

f. Mid-la/RFX Refund 

Socal has also received a $36.8 million direct credit 
with respeot to the El paso -Mid-Louisiana/RFX· proceeding. 

ORA recommends that this credit also be held in an 
interest bearing account for Use as an offset against possible 
Account 191 direct billings. SoCal concurs with this 
recommendation. TURN is not 9Pposed, but recommends lump sum 
refund as an alternative. SCUPP/IID contends that the mere 
potential for Account 191 billings is insufficient justification to 
permit socal to retain these refunds, and opposes the 
recommendation of socal and DR~. 

We will adopt DRA's recommendation for the same reason we 
adopted this treatment of the Chevron/Southland refund • 
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C. Revenue Requireaent _ 
1. Angelus Litigation , 

Sett1ement ~osts 

The conservation cost Adjustment (eCA) account is a 
balancing account which was established by the Commission in 
D.92854 as part of the demonstration solar financing program. The 
purpose of the account is to reconcile authorized ~nd eXpended 
costs for conservation related programs, and to allow recovery of 
reasonable conservation program costs. 

DRA auditors recommended several adjustments to the CCA 
account. These related to the FUel Cell PrOgram, 1~a6 Tax Reform 
Act, and litigation and settlement costs related to Angelus, 
et. all v. soCalGas. Prior to the close of hearings socal accepted 
DRA's FUel cell adjUstment, and the parties agreed to address the 
effect of the 1986 Tax Reform Act in socal's test year 1990 general 
rate case. Only the Angelus related costs remain at issue in this 
proceeding • 

a. Background 
The Angelus litigation Arose from the commission 

authorized Weatherization Financing and credits Program (WFCP). 
The WFCP was established by the commission in D.82-02-135 (8 CPUC 

2d 167) in order to provide 8% financing, or cash oredits to 
residential ratepAyers for installation of up to thirteen cost 
effective Weatherization measures.-

The Angelus lawsuit was brought by eight contraotors who 
installed residential conservation measures pursuant to socal's 
WFCP program. The contrActors alleged various causes of action 
against soCal including negligence, misrepresentation, conspiracy 
to monopolize, and conspiracy to prevent competition. The company 
incurred approximately $3.86 million in legal fees and associated 
litigation costs and eventually settled the case by paying the 
plaintiffs $2.44 million • 
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b. Positions of Parties 
ORA asserts that the CCA balancing account was 

established to allow SoCal to recover t~e actual.costs of 
administering the WFCP program, and the costs of the low interest 
loans and cash credits provided to ratepayers undor the program. 
DRA contends that the potential for litigation arising from 
conservation programs was recognized by the Commission, but that 
litigation and settlement costs were never intended by the 
commission to receive balancing account treatment or to be 
recovered through the CCA. In support of this claim, ORA cites 
language from 0.92251, 4 CPUC 2d at p. 312 in which ~he Commission 
indicated concern about the potential costs and legal eXposure ot 
utilities under the demonstration solar financing program. DRA 
contends that litigation and settlement costs related to the WFCP 
programs were intended by the conmission to be recovered, along 
with all other litigation and settlement costs,' on a forecast basis 
through the allowance for administrative and general eXpenses 
included in base rates • 

ORA contends that the $6.3 million in settlement and 
litigation eXpenses at issue should be removed from the CCA (i.e., 
the CCA account balance should be revised upward by this amount) 
and considered part of ' Accounts 923, *Outside servicesN , and ~lS, 
*Injuries and Damages.* Both of these accounts are included withir. 
the accounting category of *Administrative and General Expenses* 
(A&G) which Socal recovers on a forecast basis through base rates 
set each of the company's general rate cases. DRA notes that socal 
was authorized $10,811,000 for Account 923 ~nd $6,749,000 for 
Account 925 in the company's test year 1985 general rate case • 
. Finally, DRA argues that to permit recovery on Angelus related 
costs through the CCA would give soCal *double recovery* for these 
costs. In support of this contention, ORA oites evidence that for 
a period of at least four years, from 1985 through 1988, socal 
booked conservation related olaims eXpenses to base rate accounts • 
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ORA infers that soCal must therefore have included conservation 
related claims and ~ettlement expenses in the company's A&G 
forecasts in its last (1985) general rate case. 

SbCal responds that the CCA was· intended to include all 
costs related to the WFCP pr09ram including any and all litigation 
and settlement costs, and that the Commission intended to allow 
recovery of all costs found to. have been reasonably incurred. 
soeal relies primarily upon D.82-02-135 (1982) 8 CPUC 167, at 
p. 241 in which the commission stated that, ·In this manner, all 
eXpenses and revenues associated with WFPC and Res will be 
accounted for in the CCA balancing 3ccount.W soCal~also cites 
several commission decisions related to the commission's solar 
financing program in support of its position. In D.92305 (1980) 
4 epuc 2d 396, the commission indicated that reasonable start up 
and administrative costs for the solar program should be booked to 
a balancing account. In 0.92854 (1981) (unreported) in A.59869 at 
mimeo. p. 8, the commission clearly indicated that overhead burden 
rates and indirect costs related to the solar demonstration program 
could be booked to the balancing account. Finally, in 0.92251 
(1980) 4 CPUC 2d 258 at 312, the Commission indicated its concern 
that the role of utilities in referring contractors, conducting 
inspections, enforcing standards, and providing credits or 
financing under the demonstration solar financIng program could 
give rise to legal exposure to ratepayers as well as to the 
utility. soeal concedes that conservation related claims w~re 
booked to base rate accounts rather than to the CCA for several 
years, but alleges that this was an inadvertent error. soeal 
further asserts that conservation related litigation and settlement 
costs were not included in the company's A&G forecast in its last· 
general rate case, and that as a result, permitting recovery 
through the CCA will not create any double recovery problem • 
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o. Discussion 
Providing balancing account treatment for litigation and 

claims reduces, if not eliminates, any economic stake utilities 
have in claims and litigation. There generally are strong policy 
reasons for ensuring that ~tilities -retain a significant economic 
stake in litigation. Retaining an economic stako in litigation 
provides a significant incentive for utilities to minimize claims, 
litigation, and legal exposure by ensuring that company practices, 
procedure~, and employee conduct conform to laws; regulations, and 
prudent business practices. It also provides an incentive to 
evaluate claies, litigation strategies, and settlement options in a 
realistic manner, and to take a cost effective approach to 
litigation and settlement negotiations. Balancing account 
treatment serves none of these policy objectives. 

In light of these policy considerations, we are reluctant 
to infer intent to include WFCP litigation and settlement costs in 
the CCA balancing account unless there is a clear expression of 
intent to do so. We find no such evidence of intent. 

The coamission authorized that WFCP program expenses be 
booked to and recovered through the CCA account in D.82-02-1l5 at 
p. 239. The program expenses authorized to be recovered through 
CCA are separately listed under two headings on p. 209 of the 
decision. The two headings are ·program Incentives,- which 
includes the estimated cost of loans and credits to be provided 
under the program, and -Marketing, Administration, Etc.- which 
includes administrative and overhead costs authorized to be booked 
to the CCA. The only subcategories listed under the latter heading 
arel -Advertising,- -PUblic Affairs,- -Marketing & 
Communications,- -Referral program,- -1981 EEep,- -Account 
Administration & Inspections,- and -Franchise and Uncollectibles.· 
Litigation and settlement costs are not separately listed, and do 
not appear to be encompassed in any of the other program categories 
listed. 
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Although the commission did say that all $XP$hs~S and 
revenues associated with the WFCP would Be accounted for in th~ CCA 
balancing account} this statement was prefaced by the phrase Min 
this manner·. We interpret this to mean that th$ Commission 
considered the categories and accounts listed on p. 208 of the 
decision to encompass all of the costs that it considered properly 
associated with the WFCP program. 

Since litigation and settlement costs are not included in 
the accounts listed, we concluded that these costs vere intended by 
the commission to continue to be recovered in the unusual manner, 
Le., on a forecast basis through the allowance for .. administrative 
and general eXpenses included in base rates. The evidence offered 
indicates that this conclusion is consistent with Socal's 
interpretation of the commission's intent at the time. This is the 
most logical inference to be drawn from the fact that the company 
booked conservation related claims eXpenses to base rate accounts, 
rather than to the CCA for four years. 

We conclude that the Angelus litigation and settlement 
costs were improperly booked to the CCA. 

2. Oil Revenues 
socal produces oil in connection with the operation of 

its Honor Rancho underground gas s~orage field. prior to May 1, 
1988, Commission decisions required socal to credit revenues 
received for oil production incidental to operation of SoCal's gas 
storage fields to the Cost Adjustm~nt Mechanism (CAM) balancing 
account. Through this mechanism oil r~venues were used to offset 
revenue requirement for the benefit of socal's ratepayers. 

On May 1, 1988 the Commission abolished the CAM procedure 
and substituted its new program for the regulation of the gas 
industry. since Kay 1, 1988 socal has booked oil revenues to the 
Miscellaneous Revenues account which is a base rate account. 
Revenues booked to this account do not receive balancing account 
treatment and are not used to offset revenue requirement, except on 
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a forecast basis in each general rate case. since oil revenues 
were subject to balancing account treatment under the CAM procedure 
at the time of Socal's last general rate case, they were not taken 
into account in forecasting the Miscellaneous Revenues account. As 
a result, of SoCal's accounting treatment of these revenues, since 
Kay 1, 1988. ratepayers haVe been denied the benefit of these 
revenues, and they have gone directly to benefit tho company's 
shareholders. 

The problem applies only to the period from May 1, 1988 
to December 31, 1989. Socal and oRA have agreed to include all 
prospective oil revenues on a forecast basis in Missellaneous 
ReVenues (above-the-line) in Socal's test year 1990 general rate 
case, A.88-12-047. At issue is appro~imately $3.0 million. 

ORA claims that as a result of accounting workshops held 
to develop new accounting mechanisms to implement the Commission's 
restructured regulatory program for the gas industry, it understood 
that these oil reVenues would be booked into the Other Revenue 
account that is part of the Core and Noncore Fixed Cost Account 
(GFCA). A detailed accounting stipulation was developed as a 
result of the workshops DRA mentioned, which was later submitted to 
and approved by the commission. The GFCA section of the accounting 
stipulation requires that revenuee subject to balancing account 
treatment be credited to the GFCA. DRA recommends that socal be 
required to credit the GFCA with the revenues received by soCal 
from the sale of oil in the amount of $1.6 million from May 1, 1988 
to March ll, 1989, and such actual oil revenues as SoCal will 
receive between April 1, 1969 and December 31, 1969. According to 
DRA, this would be consistent with the prior treatment of oil 
rev~nues under the former CAM procedure, and consistent with the 
Commission's intent in establishing the new program. 

socal contends that since May 1, 1988, there has been no 
explicit requirement that socal reduce customer rates by the amount 
of oil revenues. Socal contends that, as a consequence of the 
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absence of any such expl~cit requirement, the DRA proposal amounts 
to unlawful retroac~ive ratemaking. soCal also claims that ORA's 
failure to obtain a commission order requiring crediting Of oil 
revenues against rates after May 1, 1988 does not necessarily 
create a windfall for SoCal. SoCal argues that oil revenue is only 
one source of revenue out of the many possible sources of revenue 
forecasted generally as wmiscellaneous revenue· in general rate 
cases, and there has been no showing that soCal has received more 
miscellaneous revenue than it was forecast to receive in the 
company's last general rate case. 

The issue, as we view it, is one of interpretation. We 
agree with ORA that the accounting stipulation should be 
interpreted to require that oil revenues, which Were formerly 
subject to balancing account treatment, be credited to the GFCA. 
To allow SoCal to book oil revenues to the miscellaneous revenue 
account would result in a direct transfer of revenue from 
ratepayers and a windfall for socal. In implementing our new 
regulatory program, there was never any intent ~o change our 
existing practice of using oil revenues to off.set other eXpenses. 
~hey were not included in forecast miscellaneous reVenues in 
soCal's last general rate case, and we neither intended nor 
authorized soCal to book them to this account in implementing the 
regulatory structure. 

SoCal argues that requiring oil revenues to be booked to 
the GFCA would violate the rule against retroactive ratemaking. 

We disagree. socal's argument would have merit if the 
issue did not involve a question of interpretation of our prior 
intent. since, however, the issue is a question of how the 
regulatory changes made last year should be interpreted, and not 
whether changes should be adopted now and applied retroactively, no 
retroactive ratemaking problem is involved. 

The interpretation we have adopted applies prospectively 
from the date the regulatory changes at issue were adopted, May 1, 
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1988. SoCal shall be required to book all oil revenues received 
between May I, 1988 and December 31, 1989 to the GFCA. 

3. Interutility Transportation 
Revenue 

In addition to PG&E providing interutility transportation 
service to SoCal over Line 300, SoCal also provides interutility 
transportation service to PG&E. This service is generally provided 
to serve EOR customers in localized parts of the san Joaquin Valley 
where PG&E does not·have sufficient facilities and.soCal has 
available capacity. 

ORA forecasts interutility revenue of $1 million whereas 
SoCal forecasts $0.5 million. The difference is due to two 
factors: . (1) a higher demand forecast by DRA because of new PG&E 
customer load which ORA indicates will be served through Socal in 
early 1989, and (2) socal's forecast of curtailment. ORA forecasts 
demand and throughput of 11,633 Kdth. socal forecasts interutility 
demand of 7,391 Kdth, but only eXpects to be able to serve 
6,150 Mdth. 

Socal does not deny that there will be increased PG&E 

demand in early 1989, but alleges that this increase will be offset 
later in the year through the construction of new facilities by 
PG&E. soCal has not adequately established when, or the extent to 
which, this demand will be reduced during the ACAP period through 
construction of new facilities by PG&E. As a result, we will adopt 
DRA's interutility demand forecast, but will adopt throughput of 
8,700 Hdth that reflects the 2,933 Mdth of curtailment which 
follows frOm the system demand and capacity.values we have adopted. 
These adopted values result in an interutility revenue forecast of 
$0.8 million. 

4. 

sold by 
revenue. 

EXchange Revenue 
DRA forecasts that 29,915 Mdth of exchange gas will be 

soCal during the ACAP period bringing $8.685 million in 
SoCal forecasts that it will sell 29,566 Mdth which w~ll 
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bring revenues of $8.484 million. The difference is a result of 
SoCal's forecast of 346 Mdth of curtailment. 

We will adopt exchange vOlume and revenue forecasts of 
$8.5 million and 29,427 Mdth respectively, which are consistent 
with the 488 Mdth Of curtailment we forecast for this service as a 
result of our adopted system demand and capacity forecasts. 

5. storage Banking 
socal estimates that it will receive $1,040,000 in 

storage banking reservation fees during the ACAP period. ORA 
agrees with socal's forecast. As required by D.89-02-082, this 
reVenue will be credited to reduce the storage rela~ed costs 
allocated to noncore customers. 

6. Brokerage Fees 
In D.86-12-010, we indicated our intent to remove fixed 

costs associated with utility brokering activities from core and 
noncore transmission rates. In D.89-03-014, we reaffirmed our 
intent to establish brokerage fees for noncore customers and 
indicated that such costs should be based on embedded costs. we 
also ordered PG&E and SoCal to include appropriate cost information 
in their next ACAP proceedings in order to implement such fees. In 
PG&E's recent ACAF, we addressed this issue in further detail, and 
adopted general guidelines tor determining appropriate brokerage 
tees. we indicated that brokerage fees should include all costs 
a6sociated with brokerage type services, including marketing costs. 

-(B)rokerage cost estimates should include 
(1) the costs of developing and maintaining 
gas supply and customer information I 
(2) communications costsl (3) computing, 
accounting and billing systems costsl 
(4) assooiated leyal and regulatory expensesl 
(5) the costs ot letters of oredit and 
uncollectibles;. (6) working capital for 
inventory gas, gas temporari)y unaccounted for, 
and gas purchased but not paid for by the 
customer I and (7) lost and unaccounted for gas • 
••• (E)stimates of brokerage costs should 
inolude not only operating costs

l 
but capital 

costs as well, to the extent cap tal 
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investments are required for procurement 
operations." (D.89-09-094 at pp. 10-11.) 

We further stated that absent a compelling showing to the contrary, 
we would consider these guidelines to reflect me~hodolOgy to be 
applied in future ACAP proceedings. 

SoCal submitted testimony to quantify its brokerage 
related costs and estimated brokerage costs in tho amount of 
$1,494,000. This estimate was developed from 1983 cost data and 
includes only procurement related costs. socal contends that it 
incurs no marketing related costs on account of gas brokering. 

ORA, Salmon/Mock, TURN, and SCE all disagree with socal's 
estimate. 

ORA contends that SoCal has excluded marketing related 
costs contrary to clear Commission policy, and has used outdated 
data for estimating procurement related costs. DRA contends that 
using 1983 data cannot possibly capture costs now incurred due to 
the many changes in the industry that haye occurred since then. 
Because of changes made in SoCal's organizational structure and 
accounting procedures, ORA was not able to update socal's cost 
estimate to correct for these deficiencies. ORA recommends that an 
interim brokerage fee be established based upon the best available 
data, and that socal be ordered to perform a complete study of 
marketing and procurement costs using current information. ORA 
reviewed data filed by socal 1n the company's 1990 general rate 
case to develop an estimate of brokerage costs, that includes both 
procurement and marketing related costs, that can be used on an 
interim basis. Based upon this data, ORA estimates brokerage costs 
of $3,878,000, which inoludes $2,378,000 for procurement related 
costs, and $1,500,000 for marketing related costs. 

Salmon/Mock also contends that Socal's cost estimate 'is 
both incomplete and based upon outdated information. Salmon/Mock 
agrees with ORA that socal should be ordered to conduct a detailed 
new study to quantify all embedded brokerage related costs as 
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defined by the Commission in 0.89-09-094, and recommends that this . 
study be considered ,in SoCal's next ACAP~ Salmon/Mock has 
attempted to quantify soCal's brokerage related costs and 
recommends that an interim brokerage fee be adopted On this basis 
pending completion of a new study by SoCal. salmon/Mock estimates 
socal's brokerage costs at $5.2 million, and recommends that the 
revenue be allocated to reduce noncore transmission rates. 

TURN agrees that SoCal's brokerage cost estimate is 
incomplete and joins other parties in advocating that socal be 
required to prepare a new cost study consistent with Commission 
pOlicies. TURN agrees with ORA and salmon/Mock that an interim 
brokerage fee should be adopted in this proceeding, and supports 
the cost estimate developed by Salmon/Hock. TURN suggests that the 
ratio implicit in ORA's recommendation (61% procurement and 39% 
marketing) be utilized in allocating the costs. TURN adovocates 
that the procurement portio~ be allocated (subtracted from) noncore 
transportation rates. TURN recommends treating the marketing 
portion as customer-related costs, and recommends that we apply the 
same allocation between core and noncore as we have applied to 
customer-related costs. under this approach, 98.133% of the 
marketing related costs would be applied to reduce core rates, and 
1.867% to reduce noncore transport~tion rates. ORA supports TURN's 
recommended allocation of brokerage costs. 

SCE agrees with the recommendation that SoCal be required 
to develop a new cost study that includes marketing costs, but 
objects to the recommendation that an interim brokerage fee be 
established pending completion of the new study. SCE contends that 
no brokerage fee should be implemented until an adequate cost study 
has been completed. 

We agree with ORA, salmon/Hock, TURN, and SCE that 
socal's estimate of brokerage costs is based upon outdated costs 
information, and is clearly incomplete. As a result, we will order 
soCal to prepare a new cost study of brokerage related costs, 
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consistent with the guidelines contained in 0.89-09-094, for 
consideration in SoCal's next ACAP. 

·We also agree with ORA, Salmon/Mock, and TURN that an 
interim brokerage fee should be established pending consideration· 
of the new cost study we have ordered Socal to develop. In the 
interim, we. will set a brokerage fee based upon tho costs estimated 
by ORA. Although it is not entirely clear whether ORA has captured 
all costs included in the guidelines specified in 0.89-09-094, 
ORA's overall estimate appears reasonable in light of the record on 
this issue. we accept the breakdown between procurement and 
marketing related costs implicit in DRA's cost estimate for cost 
allocation purposes, and will adopt TURN's recommended basis for 
allocating the marketing portion between core and noncore 
customers. 

7. cogeneration shortfall Account 
The cogeneration Shortfall Account (CSA) was established 

for the purpose ot tracking the difference between the monthly 
average UEG rate and the otherwise applicable commercial or 
industrial cogeneration rate. Anytime the otherwise applicable 
rate is less than the UEG rate, the resulting ·shortfall* may be 
booked to this account. (See 0.88-03-041 at mimeo. pp. 18-19.) 

SoCal has recorded $14.4 million in ·shortfallsW in its 
CSA and requests that the balance be amortized in rates in this 
proceeding. SDG&E and PG&E support Socal's request. 

ORA, TURN, SCE, SCUPP/IID, CCC, and esc oppose socal's 
request on the basis that the recorded ·shortfall· is an artifice 
of the way the account was setup, and does not really represent any 
actual revenue shortfall. They contend that the Commission did not 
consider the effects of UEG curtailment or fuel switching when the 
account was established, and that the recorded ·shortfall· reflects 
nothing more than increases in the monthly average UEG rate as a 
result of fuel switching and curtailment. They contend that under 
these circumstances, the recorded ·shortfallW really represents a 
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potential windfall for S?Cal--a windfall that will be realized if 
the Commission allows the company to recOVer the balance in the 
account. In support of this argunent, they offered evidence that 
the actual contribution of cogenerators to non-procurement costs 
was higher, not lower, than projected. 

Furthermore, because the account has not functioned as 
originally intended, and will not function as intended under any 
reasonably forseeable set of circumstances, TURN, seE, SCUPP/IID, 
and csc ad~ocate ~hat the account be abolished altogether. 

SoCal argues that the commission considered and rejected 
proposals to abolish the account in PG&E's recent A<~AP. The 
company does not, however, oppose abolishment of the account if the 
company's proposal to base cogeneration rates on forecast UEG 
throughput is adopted. 

We agree with TURN, ORA, and others that the balance in 
the account is primarily a consequence of une~pected dramatic 
increases in the recorded average monthly UEG rate which resulted 
from UEG fuel switching and curtailments. When YEG curtailment or 
fuel switching occurs, the a~erage monthly UEG rate 
dramatically because there is much less ~olume over 
the fiXed monthly costs allocated to UEG customers. 

increases 
which to spread 

When this 
occurs, the monthly average UEG rate increases well above the 
otherwise applicable commercial or industrial cogeneration rate, 
and the difference between these rates is reflected as a 
·shortfall· in the CSA. This can and does result even though 
actual revenues received by socal are at or above forecast levels. 
As a result of these effects, the present account balanc~ does not 
reflect any real revenue shortfall. We agree that allowing SoCal 
to recover the eSA, balance under these circumstances, would 
provide the company with a windfall. Accordingly, we will not 
allow SoCal to amortize the balance in the CSA. 

We have addressed soCal's claim that it is entitled to 
recover expenses authorized by the commission to be booked to 
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tracking accounts earlier in this decision. As previously -
indicated, authorizing costs to be booked to a tracking account is 
no guarantee of future recovery. The commission may authorize such 
treatment for the purpose of permitting further review of the costs 
recorded in such an account, and that is precisely the purpose for 
which the CSA was authorized. 

We also agree with TURN, SCE, SCUPP/IID, and csc that the 
account should be abolished. It has not worked as intended, and is 
not likely to work as intended under any reasonably foreseeable set 
of circumstances. For these reasons, we will abolish the account. 

S. COlDpany Use and LOst and 
Unaccounted for Gas 

-ORA recommends that revenue requirement associated with 
company use and Lost and Unaccounted for (LOAF) gas be 
proportionally reduced if forecast throughput is reduced due to 
curtailments. 

we agree. Revenue requirement associated with company 
use and LOAF gas will reflect the effects of forecast curtailments 
on throughput. 
D. cost A11ocation 

1. Public utilities Code 
~.6 Restrictions 

Public utilities (PU) code § 739.6 limits commission 
discretion to modifY its existing methodology for allocating gas 
company costs among the various customer classes. The statute 
states, in part: 

•• • • The cost allocation methodology adopted 
for gas corporations by the commission in 
DecisiOns S6-12-009 and 86-12-020, as 
supplemented by Decisions a7-0S-046 and 
87-12-039, is consistent with this polioy, and 
shall be retained by the commission at least 
until December 31, 1990, except that the 
commission may modify this cost allocation 
methodology to address customer hardships and 
inequities if residential customers as a class 
are not, on balance, adversely affected and the 
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purpose of the modification is not solely 
.protection of gas corporation revenues. • •• M 

(PU Code §. 739.6.) 

In our opinion, it is the clear intent of the statute to 
maintain the commission's existing cost allocation practices, at 
least until January 1991. The Commission is, however, extended 
latitude to modify existing pr~ctices in limited circumstances. 
The conditions under which a change can be considered are limited 
to situations of customer hardship or inequity. EVen where these 
conditions are met, the statute prohibits cost allocation changes 
unless the hardship or inequity can be eliminated without, on 
balance, adversely affecting residential ratepayers. 

Given the eXpress limitations of the statute and its 
clear intent, we will not entertain modifications to our eXisting 
cos~ allocation practices unless a clear and compellinq cas~ of 
customer hardship or inequity is demonstrated. We have established 
this high threshold for considering modifications not only because 
of the clear intent of the statute, but also because th~ statute 
restricts our ability to provide comprehensive solutions to cost 
allocation problems. The only remedies that can be considered 
under the statute are those which Mon balancew do not adversely 
affect residential ratepayers. As a result, the customer classes 
to which we may spread costs in order to remedy hardships and 
inequities are limited, and there is a very real possibility that 
in remedying one perceived inequity, we may create or aggravate 
another. As a result of these concerns, we are reluctant to change 
our eKisting cost allocation practices in any significant respect 
until we have the-discretion to consider cost allocation in a 
comprehensive fashion. We will maintain existing cost allocation 
policies, unless we find a compelling reason for change that can be 
made consistent with the requirements of the statute. 
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2. Long-TeJ:ll Contracts 
-soCal has negotiated and signed long-term service 

contracts with both'SDG&E and SCE. If approved, these contracts
will affect the allocation of costs in this proc~eding in a number 
of respects. Socal's request for approval of these contracts is 
under consideration by the 'commission in C.89-05-016 and a decision 
is currently pending. The assigned ALJ has recommended that the 
Commission disapprove the contracts. As a result of this 
recommendation, we haVe assumed, for purposes of this ACAP 
decision, that the proposed decision will be adopted by-the 
commission. 

3. Purchased Gas Adjust.ent 
Over and Unaercollections 

The PUrchased Gas Adjustment (PGA) is a balancing account 
which reflects past period under or overcollections of core 
portfolio gas. socal proposes to allocate the PGA balance to core 
customers only. ORA recommends that it should be allocated to all 
users of the core portfolio including core-elect customers • 

We agree with ORA and will allocate the PGA balance to 
core and core-elect customers. 

4. EOR OVercollections 
ORA and soCal independently identified a $33.5 million 

allocation error in the allocation of the EOR revenue credit in the 
company's April 12, 1989 filing. Both ORA and socal agree that the 
credit should be allocated to all customers, rather than to noncore 
only, but they disagree about the basis to use for the 
reallocation. 

ORA reco~ends allocating EOR revenue oredits on the 
basis of the prospective forecasts deveioped in this ACAP period. 
SoCal and SDG&E recommend that they be allocated on the basis of 
prior period group revenue forecasts. 

We agree with ORA. Allocating over and undercollections 
on the basis of current forecasts is more convenient from an 
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administrative standpoint, and provides a better ba~is for 
developing equitable rates than using prior peri6d forecasts. For 
these reasons DRA's recommendation to allocate the EOR 
overcollection on ~ forecast basis, on an equal percentage of 
wfi~ed costW revenues (base plus pipeline demand) will be adopted. 

5. cogerteration-UEG Rate 
Parity subsidy 

SoCal has proposed that the difference between the 
revenues cogenerators will pay (paying the average UEG rate) and 
the higher c6st of serving cogeneration custoners be spread to the 
UEG and cogeneration classes. This is consistent w!th prior 
commission decisions. 

SCUPP/IID and SCE have prOposed that this cOgeneration 
subsidy be spread to all customer classes rather than just to the 
UEG/cogeneration classes. 

In 0.87-05-046, we decided that the difference in the 
revenues generated by cogeneration customers and the cost of 

providing service to this class should be allocated to the combined 
UEG/cogeneration classes because these are the classes responsible 
for the shortfall. We are not persuaded that any change in this 
policy is warranted. We will spread the revenue deficiency to the 
UEG/cogeneratlon classes. 

6. AIlocation of Take-or-Pay 
Costs 

SoCal has proposed that take-or-pay costs be recovered 
from all customers. SCE agrees that soCal should be permitted to 
recover all reasonably incurred take-or-pay costs, but argues that 
the portion of such costs allocated to UEG customers should be 
reduced to 25% of what would otherwise be allocated to UEG 
customers using a standard equal cents per therm allocation. seE 
claims that this reduction in allocation is warranted because SCE 
took gas during the mid- to late 1~70s and thereby incurred 
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significant take-or-pay C?sts of its own under oil contracts the 
company had entered into. 

We are not persuaded. In our opinion, the equities 
involved in this issue are far more complicated than SCE 
represents. While SCE did take gas and thereby incur its own 
take-or-pay. liabilities under oil contracts negotiated during this 
period, SCE has already recovered all reasonably incurred 
take-or-pay costs from its ratepayers. Moreover, to some 
unquantified but arguably significant degree, SCE benefited 
dir~ctlY from the regulatory changes and lower gas prices made 
possible by these changes. Lower gas prices during .. this period 
increased sales potential and the potential recovery of forecast 
revenues. The take-or-pay costs now at issue hav~ arisen as a 
result of dramatic market and regulatory changes in the gas 
industry for which, as FERC has observed, all segments of the 
industry bear some responsibility. Mqreover, the commission has 
already decided that, to the extent transition costs are recovered, 
they should be recovered from all customers, including UEG. 

7. Allocation of Costs to 
Wholesale customers 

A variety of issues were raised, primarily by SDG&E and 
Long Beach, concerning the allocation ot costs to socal's wholesale 
customers. These are addressed in the sections which tollow. 
Issues related to the allocation of fixed costs between socal and 
SDG&E are material to this proceeding only if the SDG&E-soCal 
long-term contract is disapproved by the Commission. For purposes 
of this decision, we have assumed that the contract will be denied 
since the ALJ in C.S9-05-016 has recommended this disposition. 

a. Lost and Unaccounted 
for Gas 

socal filed cost studies on LOAF and administrative and 
general eXpenses (A&G) together with its application in this 
proceeding. These studies were filed to comply with .earlier 
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commission directives, but the company does not propose to allocate 
either cost in this. proceeding on the basis of the studies. soCal 
contends that these studies may require changes which would violate 
the provisions of PU Code § 739.6, and proposes to allocate LOAF 
and A&G costs to all customers in accordance with prior commission 
decisions pending future review of these studies. 

TURN moVed to eXclude the studies, and all testimony 
related to the issues raised by the studies, on grounds that the 
implementation of the studies would violate PU Code § 739.6. The 
motion was denied by the ALJ on grounds that the statute contains 
an exception for hardships and inequities, and that~the parties 
should at least be permitted to file testimony to make a prima 
facie case that the requireMents of the statute could be met. 
In view of the number and complexity of issues raised in this 
proceeding, the ALJ also decided that the hearing time available in 
this phase of the proceeding was clearly inadequate to fully 
evaluate the Validity and implementation of SoCal's LUAF and A&G 
cost studies. As a consequence, the ALJ ruled ~hat consideration 
of these studies would be deferred to a subsequent phase of this 
ACAP. We concur with an affirm this ruling. 

we concur with the ALJ's rulings on this issue, but want 
to emphasize that we interpret the statute to have established a 
high threshold that must be met in order to justify any change in 
our existing cost allocation procedures. 

Following this ruling, Long Beach, SDG&E, ORA, and TURN 
entered into a stipulation Which, if implemented, would relieve 
soCal's wholesale customers from responsibility for socal's LOAF 
gas costs On an interim basis pending review of socal's LUAF study •. 
The stipulation states that the allocation of LOAF costs to SDG&E 
and Long Beach c?nstitutes an inequity and causes hardship. It 
attempts to meet the requirements of PU Code § 739.6 by requiring 
that any increased costs to SOCal's residential ratepayers be 

- 77 -



• 

• 

A.S9-04-021, A.S9-05-006 ALJ/EWO/tcg 

offset by reductions in costs allocated to the residential 
customers Of Long B~ach and SOG&E. 

SoCal, SCE, and TURN oppose implementation of the LUAF 
study this time. 

Socal argues that partial implementation of these studies 
is ill advised. In support of this position, the company points 
out that partial implementation Of the studies for the benefit of 
wholesale customers would increase the LUAF costs which must be 
allocated to SoCal's retail noncore customers even though the lOAF 
study supports a reduction in the allocation to these customers. 

TURN raises concerns about the accuracy ot both the Socal 
A&G and LUAF studies. TURN also opposes consideration of the A&G 
and LOAF studies in a subsequent phase of this case on grounds that 
the results of the study could not be implemented in a manner 
consistent with the intent of PU Code § 739.6. 

SCE opposes consideration of the studies until their 
validity has been considered by the commission. SCE supports 
consideration in a subsequent phase of this proceeding. 

SCUPP/IID are also opposed to the implementation of the 
LUAF study, but for a different reason. SCUPP/IID argues that if 
the relief requested b¥ Long Beach and SOG&E is granted, it should 
be granted not on the basis of the fact that they are wholesale 
customers, but rather on the basis of the fact that they are served 
at the transmission rather than distribution level. SCUPP/IID 
further argues that on this basis, the same relief that Long Beach 
and SDG&E seek should also be extended to socal's retail UEG 
customers. 

TURN has raised legitimate concerns about the accuracy of 
.the socal studies. The commission is not inclined to make interim 
rate changes on the basis of cost studies prior to determining 
their validity, unless the changes are beyond dispute. In this 
instance, the need to reduce the allocation of costs to wholesale 
customers appears clear, but this conclusion still depends upon. the 
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validity of the SoCal study. And, even if this general conclusion 
is valid, the amount of the reduction that may be warranted can not 
be determined until 'the accuracy of the study is determined. Of 
equal concern is the fact that wholesale rates could not be 
reduced, consistent with PU Code § 739.6, without increasing other 
nonresidential rates to potentially unjustified levels. This issue 
requires further consideration~ Because of these concerns, we are 
persuaded that the implementation of SoCal's A&G and LUAF studies 
should be deferred until their validity has been determined, and 
until we are confident that an equitable allocation of costs can be 
made to all customer classes. Accordingly, we will not adopt the 
Long Beach stipulation. 

b. LOng-Term Contract Shortfalls 
DRA, LOng Beach, and SDG&E recommend that the cost of 

SoCal's long-term contract shortfalls not be allocated to SDG&E or 
Long Beach. They assert that because Long Beach and SDG&E operate 
their own retail systems, they Day have to negotiate special 
discounted long-term contracts to preserve load on their systems, 
just like SoCal negotiates to preserve load on its system. They 
argue that it would be inequitable to allocate SoCal's long-term 
contract shortfall to wholesale customers when wholesale customers 
have no ability to reciprocate by allocating a portion of their 
shortfalls back to socal. 

SoCal, SCE, and SCUPP/IID oppose this request on the 
grounds that the company's long-term contracts provide additional 
revenue that benefits all of socal's customers, including wholesale 
customers, and that the commission has already decided, in 
D.87-05-046 that revenue shortfalls from existing long-term 
contracts should be allocated to all customers. socal argues, in 
addition, that there isn't really any shortfall created by these 
special discounted long-term contracts because they contribute 
additional revenue to cover SoCal's fixed costs which would not be 
available if these customers reduced their purchases from SoCal, or 
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left SoCal's system. The shortfall is nothing mora than additional 
revenue requirement that would have been obtained, if it had been 
possible to maintain the same level of sales without discounting." 

We agree with SoCal that long-term contracts should 
provide additional revenue ,to offset fi~ed costs. On this basis, 
we have previously allocated revenue shortfalls from such contracts 
to all customers. We are not persuaded, however, that the issue 
raised by ORA, Long Beach, and SDG&E should be resolved solely on 
this basis. EqUitable problems are presented by tho application of 
the principle to wholesale customers. We agree that long-term 
contracts Long Beach and SDG&E may negotiate can have the same 
beneficial effects for SoCal that SoCal's own long-term contracts 
have. In light of this, one could legitimately arque, as DRA, Long 
Beach and SDG&E have, that it is inequitable to allocate a portion 
of socal's contract shortfalls to wholesale customers when there is 
no provision for allocating the long-term contract shortfalls of 
wholesale customers back to SoCal. Even though we agree with these 
arguments of DRA, Long Beach, and SDG&E, we are not persuaded that 
a change in our current cost allocation policy concerning long-term 
contracts is warranted at this time. All of the arguments offered 
by ORA, Long Beach, and SDG&E are theoretical. There has been no 
evidence offered concerning the long-term contracts that SDG&E and 
Long Beach may have signed, or the amount of any revenue shortfalls 
eXperienced by SDG&E or Long Beach as a result of such contracts. 
Absent such evidence, we cannot conclude that any real hardship or 
inequity wit~in the meaning of PU Code § 739.6 has been shown. 
Until such a showing is made, we will continue to allocate a 
portion of socal's long-term contract shortfall to wholesale 
customers. 

o. ccmpany use Gas 

company use gas is currently allocated to customers on 
the basis of forecasted throughput. SDG&E alleges that this cost 
allocation methodology results in the allocation of more of Socal's 
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company use gas casts to SDG&E than is warranted. SDG&E proposes 
that SoCal's company use gas be allocated instead on the basis Of 
the percent of totai margin eXpenses allocated to SDG&E. 

socal opposes SDG&E's proposal On grounds that the vast 
majority of company use gas is related to throughput and should 
therefore be allocated on the basis of throughput to each customer 
class. soCal alleges that appro~imatelY 68\ of company use gas is 
incurred for transmission of gas, and an additional significant 
amount for gas storage operations. 

We agree with Socal. SDG&E's proposal would effectively 
reduce the wholesale customers' share of company us~ gas from 13% 
to 3\ of total company use cost, and the company has failed to 
present any convincing reason for such a change in Our cost 
allocation policies. 

d. carrying Cost of Gas storage 
SDG&E and Long Beach contend that they should not be 

allocated a portion of socal's carrying cost of gas in storage. 
In essence, they argue that they store their own gas, and that to 
require them to pay a portion of socal's carrying cost of gas in 
storage would result in their customers being charged twice for 
this -cost. 

Socal concedes, as it must, that to the _extent that Socal 
is actually relieved of some carryIng costs by requiring less of 
its own gas in storage, then the argument of the wholesale 
customers makes sense. SoCal argues, however, that ~holesale 
customers should not be relieved of all carrying costs because 
these customers still have the right to elect core procurement 
service from soCal and as a result, socal cannot ignore the 
potential for such an election. 

We conclude that wholesale customers should be excused 
from some, but not all carrying costs of gas in storage. To the 
extent wholesale customers elect core "procurement service, storage 
related costs are directly incurred fo~ their benefit. storage 
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costs are also incurred for the indirect benefit of customers 
purchasing gas from.SoCal/s noncore portfolio because it is storage 
of core gas that permits noncore service to continue during peri~s 
of peak demand. Moreover, the right of wholesale customers to 
elect core procurement service compels socal to adopt storage goals 
and strategies that take the potential for such olection into 
account. As a consequence of these factors, storage related costs 
are incurred for the benefit of wholesale customers whether or not 
they avail themselves of the core elect option. To the extent that 
wholesale customers store their own gas they incur carrying costs 
themselves, and SoCal is relieved of some storage costs that would 
otherwise be incurred by the company for the benefit of wholesale 
customers. 

In light of all of these considerations, we conclude that 
wholesale customers should be given a credit based upon the amount 
of gas they actually store on their own account during the ACAP 
period. we conclude that it would be inequitable within the 
meaning of PU code § 739.6 to allocate the carrying cost of gas to 
wholesale customers under these circumstances, and concl~de that 
this inequity can be remedied without adversely affecting 
residential ratepayers. 

We will allocate storage costs to Wholesale customers in 
this proceeding on the basis of forecast throughput. Each 
wholesale customer shall, however, be entitled to claim a credit 
against the storage costs allocated to it, equal to the carrying 
cost of gas stored by the wholesale customer during the ACAP 
period. This credit may be claimed in Socal's next ACAP 
proceeding, and will be used to offset costs allocated to wholesale 
customers in that proceeding provided that residential customers 
are not, on balance, adversely affected. 
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e. Allocation of Socal 
Trans.ission Facilities 
to SDG&E 

SDG&E has proposed to change the existing allocation of 
soCal's Moreno to Rainbow transmision lines 1027 and 1028, and the 
Orange county portion of Line 1026. SOG&E proposes that the cost 
of these lines be treated as demand related transmission costs, and 
allocated to all customer classes in the same mannor at soCal's 
general transmission system, i.e., on the basis of cold year annual 
throughput. SDG&E accepts full cost responsibility for facilities 
which are devoted 100% to serving SDG&E, such as the Dana Point 
Compressor station and Line 1026 san Diego county, but.arques that 
Horeno to Rainbow and the orange county portion of Line 1026 should 
be treated differently because these lines serve other customers in 
addition to SDG&E. SDG&E argues that its proposal is consistent 
with PU code §739.6 becaust· the increase to soca1's residential 
ratepayers will be offset by a dacrease to SDG&E's residential 
ratepayers • 

socal opposes the proposal of SDG&E on the grounds that 
these facilities are used primarily to serve a single large 
customer, SDG&E, and that under these circumstances, it is 
appropriate to make a direct assign£ent of costs. SoCal also 
argues that SDG&E requested and was granted such a direct 
assignment in D.87-05-046. socal also notes that SDG&E's proposal 
would reduce the amount allocated to SDG&E from a majority to 
approximately 10% of the costs of these lines. 

ORA supports SOG&E's proposal even though the lines in 
question are used -almost exclusively· to serve SDG&E. DRA draws a 
distinction between lines dedicated 100% to serving a particular 
customer, and lines which are not exclusively devoted to a single 
customer. The former, ORA feels should be allocated to the 
customer to whom the facilities are dedicated. The latter ORA 
asserts should not be allocated in any different manner than other 
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transmission lines which are allocated to all customers. ORA 
"argues that lines d~voted mostly to serving a customer cannot be 
allocated in a separate ~anner without also allocating in a 
separate manner many other facilities which are located far from 
the customer and are used little, if at all, to service the 
customer. 

Although we find theoretical merit to the arguments Of 
SDG&E and ORA, we are not persuaded that this change should be 
adopted at this time. There has been no real showing that the
present method has resulted in hardship or is inequitable, and as a 
result, we are not persuaded that the requirements OJ PU code 
§ 139.6 have been met. SoCal's proposed methodology is closer to 
the method previously used to allocate the cost of these facilities 
and will be adopted. 

f. A1location of Balancing 
Accounts froa Socal to 
SDG&E 

SDG&E proposes to change the manner in which various 
balancing account balances are allocated from socal to SDG&E in 
order to remedy what SDG&E contends is an inconsistency between 
SoCal's core and noncore balancing accounts and SDG&E's core and 
noncore.balancing account balances. SDG&E believes that the reason 
for these differences is that socal allocates balancing account 
balances to SDG&E as though it were one noncore customer. SDG&E 
proposes to remedy this perceived problem by, in effect, treating 
SDG&E as two separate customers, a core customer representing all 
of SDG&E/s core load, and a noncore customer representing all of 
SDG&E's noncore load. This would change the allocation of a number 
of balancing account balances, and result in a net decrease in the' 
allocation to SDG&E of approximately $0.6 million. 

socal opposes SDG&E's proposal on several grounds, 
includingt (1) that it is inconsistent with prior Commission 
decisions which indicate our intent to treat wholesale core and 
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noncore load in the same manner, (2) that all of SOG&E's throughput 
was used in allocating costs to SOG&E as a single cUstOJI'.er in 
0.87-12-039 and that as a result, true-up of differences between 
forecast and recorded costs should be done on the same basis, 
(3) inconsistencies in the way SOG'E records its account balances 
should not control the amount of SoCal's costs that should be 
allocated to SDG&E, and (4) th~t the commission has indicated its 
intent to amortize account balances for entire classes on the basis 
of forecast throughput, not recorded individual customer group 
throughput. 

We agree with SoCal.. In 0.86-12-009 at po. 59, we stated 
that wholesale customer core and noncore load would be treated as a 
single entity for rate setting purposes, and we are not persuaded 
that the perceived inconsistencies cited by SDG&E warrant the kind 
of remedy SOG&E advocates. 

g. Allocation of PITC'O and. 
roPCO ~ Charges 

Long Beach argues that it should be allocated no PITCO or 
POPco demand charges because it allegedly requested and was refused 
transportation service from those companies. 2 

In 0.86-12-009 at p. 32, the commission decided that 
interstate pipeline fixed charges shOUld be allocated to all 
customers on the basis of cold year annual throughput. This 
allocation was based upon the conclusion that cold year throughput 
best matches the costs of interstate pipeline capacity with the 
customers that benefit from the availability of this capacity. To 
the extent that service to Long Beach can be provided under cold 

2 LOng Beach introduced no evidence in substantiation of this 
representation, and although no party explicitly disputed it, socal 
did objeot to LOng Beach raising this argument without having first 
established, by record evidence, the factual foundation upon which 
it is based. 
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year conditions, Long Beach benefits, regardless of the source 6r 
sources from ~hich ~hat capacity is available, and regardless of 
whether or not transportation service wa~ denied Long Beach by a 
particular pipeline. Accordingly, ~e vill not alter our existing 
method of allocating PITCO,and POPCO demand charges. 

b. Allocation of FraJichise 
Fees to Long Beach 

Long Beach argues that it should not be allocated any 
portion of Socal's franchise fees because the Long Beach Gas 
Department pays amounts in lieu of franchise fees to the city of 
Long Beach. As a result of these payments, Long Beach contends 
that it would be inequitable to require its ratepayers to pay a 
portion of SoCal's franchise fee payments in addition to what they 
already implicitly contribute to the city of Long Beach. 

Socal objects to consideration of this issue at this time 
because Long Beach failed to raise the issue in hearings, and 
thereby deprived SoCal of the opportunity to introduce evidence of 
-the very substantial franchise fees that Socal Gas pays to the 
city of Long Beach.-

While we are not persuaded by Long Beach's ar~ent, the 
issue raised is not one that can be resolved solely on the basis of 
the argument of counsel. It appears to require testimony on 
factual matters in dispute. The service socal provides to 
Long Beach, jUst like the service soCal provides to its other 
customers, cannot be provided without the use of facilities located 
in public streets and rights of way spread throughout socal's 
service territory. As a consequence, at least some portion of the 
franchise fees socal pays to cities and counties throughout its 
service territory are incurred for the benefit of Long Beach. In 
our opinion, it is immaterial how these franchise fee payments are 
computed, it is the purpose for which they are incurred that is 
important for allocation purposes. 
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If Long Beach desires to-raise this issue in a future 
proceeding, it must do so in a manner which provides SOCal with a 
reasonable opportunity to introduce evidence concerning costs 
incurred for the benefit of Long Beach. We will defer resolution 
of this issue to a subsequent proceeding in which Socal is provided 
notice and an opportunity to introduce evidence in rebuttal to Long 
Beach. 
E. Rate Design 

1. Residential 
a. custo.er Charge 

Socal proposes to increase the customer charge for 
residential service from $3.10 per month to $5 per month. soCal 
claims that the actual fi~ed costs of residential service are 
appro~imatelY $10.18 per month, and that its proposed increase is 
consistent with the commission's policy of bringing rates more 
closely in alignment with the actual costs incurred in providing 
service. DRA agrees that the fi~ed costs of providing residential 
service justify an increase in the customer charge, but proposes a 
more modest increase to-$3.75 per mOnth. TURN opposes any increase 
in the customer charge on the ground that this change in rate 
design will encourage greater residential consumption. TURN 
questions what public policy objective would be s~rved by such 
action. 

We have considered the arguments made in support of 
proposals to increase the monthly customer charge, and are' not 
persuaded that an increase is warranted at this time. 

The policy of designing specific rates to recover the 
costs of providing specific types of services, must be considered 
in light of the objectives sought to be accomplished by its 
application. Where competitive market-forces exist, this policy 
may be justified on grounds of increasing the efficiency of the 
market and thereby, in theory, promoting overall cost minimization. 
In the context of residential gas rate~, however, competitive 
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factors are severely restricted. utilities still enjoy a monopoly 
in this market. Any perceived economic benefits of increasing 
residential customer charges must be considered in light of the 
limited competition in this market, and must be weighed against 
other policy objectiVes involved. Among the other polIcy 
objectiVes that should be considered in this context area 
(~) maintaining or increasing customer control over monthly utility 
bills through usage sensitive rate design, (2) maintaining an 
appropriate balance of risk between ratepayers and utilities under 
our new gas program, and (3) maintaining residential conservation 
incentives. other things being equal, these objectiVes are better 
accomplished either by maintaining the present allocation of costs 
between customer and volumetric charges, or by assigning fewer 
costs to the customer charge, and more costs to volumetric charges. 

We conclude that, in the residential context, these other 
policy objectives outweigh any benefits that might be achieved by 
increasing the customer charge to more closely match the fixed 
costs of prOViding residential service. Accordingly, we will 
naintain SoCal's customer charge at the existing $3.10/month level. 

b. Baseline A110wances 
PU code § 739(d) requires that baseline quantities be 

established at from 60\ to 70% of average residential consumption 
during the winter heating season. In D.87-12-039, we adopted a 
phased reduction in baseline allowances in order to bring socal's 
rate structure into compliance with this statutory mandate within 
three years. The purpose of this phased approach was to minimize 
rate shock to residential customers. In order to accomplish this 
objectiVe, we indicated that socal could increase residential 
rates, due to baseline implementation, not more than 15\ above the 
class average. 

ORA, TURN, and socal all agree that a reduction in 
socal's bAseline allowances is required, but differ in the amount 
of the reduction which they recommend. 
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socal propos~s to reduce baseline allowances from their 
present l~vels of 62, 81, and 108 th~rms to 50, 65, and 87 therms 
per month for Climate Zones 1, 2, and 3, resp~ctively. These 
chang~s would bring socal's winter baselin~ allowances into 
compliance with the statute. 

DRA recommends that we continue the phase-in of new 
baseline quantitites in order to minimize rate shocK, and states 
that any reduction should be kept within the ma)CimuTQ authorized 
under the guidelines adopted by the commission in D.87-12-039. ORA 
did not recommend a specifio reduction because it felt that the 
impact Of any reduction could not be evaluated until the proposed 
rates as a result of this decision are made available •. 

TURN contends that the proposal Of socal exceeds the 
guidelines established by the commission for the phase-in Of 
baseline reductions. TURN argues that the effect of soCal's _ 
proposal is in e~cess of the 15% standard if the company's proposed 
baseline reductions are considered along with the company's 
proposed incr~ase in th~ residential customer c~arg~. TURN 

proposes wint~r baselin~ quantities of 55, 72, and 96 therms for 
climate Zones 1, 2, and 3, respectiv~ly. 

we share the concerns expressed by DRA and TURN about the 
effects of rate design changes on residential customers' bills. As 
a reSUlt, we will reduce baseline allowances consistent with our 
previously adopted three-phase program. 

o. Differential Between 
Tier I and Tier II Rates 

Increas~d residential gas consumption during the winter 
season and the large differential that has existed between 
residential Tier I and Tier II rates has resulted in wide swings in 
many custocers' gas bills between the summer and winter seasons, 
and dramatic increases in winter bills. As a result, both this 
commission and the Legislature have taken action to modify rate 
design structures to reduc~ high nonbaseline residential rates. 
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senate Bill 987, now codified as PU Code § 739.7, directs 
commission to address this recurring problem, 

SoCal, DRA, and TURN all agree that the differential 
between Tiers I and II should be reduced, but differ in the manner 
in which this should be accomplished. 

SoCal proposes using the additional revenue obtained 
through the company's proposed increase in the rosidential customer 
charge to reduce the Tier II residential rate. This would 
significantly reduce the difference between Tier I and Tier II 
rates. 

ORA believes that the differential between tiers should 
be reduced -to the extent allowed by rate impactsH , and proposes 
decreasing the differential by applying any increase to Tier I 

rates. 
TURN expressed general opposition to raising residential 

rates in the context of a rate case which requires an overall rate 
decrease, but proposed that the baseline rate be increased first, 
by up to 5\, and that any increase required beyond that point be 
allocated to both tiers on an equal cents per therm basis. This 
approach, TURN argues would moderate the current tier differentials 
without causing major customer impacts. 

we agree that customer impacts must be considered in 
reducing the differential between tiers. Proposals which change 
only one of the two tiers would impact some customers in a manner 
quite disproportionate to the overall residential rate change. 
Allocating all of the residential increase to Tier I would, for 
example, 9reatly exaggerate the impact on low-usage customers. We 
agree with ORA and TURN that these impacts should be moderated, 
~hile still moving rapidly to reduce the differential. 
Consequently, we will increase both Tier I and reduce Tier II. 
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2. coaaeroial/lndustrial 
a. -Proposal to coabine P2b 

and other Industrial 

SoCal has proposed combining its ·P2BM and ·Other 
Industrial- rate schedules. In support of the proposed change, 
soCal states that the rates for these classes are essentially the 
same, and they wish to combine_them for administrative convenience. 
DRA is opposed to this change. 

Although the rates for Socal's P2B and Other Industrial 
classes are at present quite close, they may not always be so. The 
differences in these classes reflect not only diffe~ences in end 
use priority, but also different alternate fuel capability. We 
conclude that the differences in these classes continue to warrant 
separate rate schedules. 

b. co_ercial/Industrial 
Demand ChaNe 

SoCal proposes to retain the same demand and volumetric 
rate structure as is presently in effect for commercial and 
industrial customers. CIG/CLFP recommends that this rate structure 
be fundamentally changed by eliminating the demand charge, and 
substituting an all volumetric rate design. DRA joins SoCal in 
opposition to CIG/CLFP'S proposal. 

we have considered the arguments made by CIG/CLFP and are 
not persuaded that a change is warranted at this time. The 
structure of our present commercial and industrial rate design is 
an integral part of the balancing of risks which we undertook in 
establishing the new regulatory program for the gas industry. The 
program is still quite new, and as a result, we are reluctant to 
make changes which would significantly alter the balance of risk 
without a compelling reason t~ do so. The proposal of CIG/CLFP 
would increase risk to Socal, and would relieve commeroial and 
industrial customers that fuel switch of cost responsibility for 
fixed costs associated with facilities socal maintains for their 
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benefit when they choose to use gas. MOreover, noncore customers 
that have·special problems as a result of the demand charges 
included in our default rate structure are free to negotiate 
special contracts .with SoCal to add~ess their particular problems. 
We find no compelling reasQn to modify the e~isting rate structure 
for commercial and industrial customers. 

c. Definition of winter/su.aer 
seasons for Core Non-Residential 

ORA proposes to change the definition of the winter and 
summer seasons for application to seasonally differentiated rates 
to core non-residential customers from the present 6 month/6 month 
periods to a 4-month winter and 8-month summer split. socal 
opposes this proposed change on grounds that it could contribute to 
high winter bills for temperature sensitive core customers during 
cold spells. 

ORA's proposed seasonal definitions are the same 
currently used for developing seasonally differentiated noncore 
rates and would allow rates to be designed that more closely match 
the incurrence of cost to meet peak winter demand. 

3. cogeneration 
a. Proposal to Use Forecast 

Basis 

currently, the average cogeneration transportation rate 
is based on the recorded average UEG gas rate filed monthly, lagged 
by two months. This rate setting approach occasionally produces 

• 
wide variations in the cogeneration rate, When UEG gas throughput 
is low, the average UEG rate used in setting the cogeneration rate 
increases dramatically. This occurs because the tixed monthly 
costs allocated to UEG customers must be spread over a much smaller 
volume of gas. This prOblem is particularly acute during periods 
of UEG curtailment, or economio fuel switching by UEG customers. 

In order to address ·this problem, Socal proposes to set 
the cogeneration rate for the ACAP period on the basis of the 
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forecast average UEG rate, rather than the recorded lagged UEG 
rate. This would elimInate rate swings due to both curtailment and 
fuel swItchIng. 

SCE, TURN, and SCUPP/IID support SoCal's ~ecommendation. 
SCE supports the proposal because it addresses the problem of wide 
month-to-month variations in the cogeneration rate, but also 
because it would eliminate what SCE views as a pervorse incentive 
which presently exists for socal to curtail UEG customers. SCE 
points out that curtailment of UEG customers increases the 
lagged-recorded average UEG rate. This in turn causes the 
cogeneration default rate and soCal's revenues from cogeneration 
customers to increase. 

cec, esc, Kelco, and DGS also support soCal's proposal, 
but only if this modification in gas rate design policy is 
accompanied by a sinilar change in the method by which qualifying 
facility (QF) payments are calCUlated. They oppose soCal's 
recommendation unless this Wlinkage- between the cogeneration gas 
rate, and the method of calculating payments to QFs is maintained. 

SDG&E opposes SoCal's recommendation on two grounds. 
First, SDG&E argues that the proposal of SoCal would place 
increased emphasis on the accuracy of UEG throughput forecasts and 
would make this already controvers~al issue in ACAP proceedings far 
more controversial. secondly, SDG&E argues that the problem 
socal's proposal is intended to address has been greatly 
overstated. SDG&E contends that cogenerators are adequately 
protected under the present rate setting method because even when 
fuel switching and UEG curtailment do drive the average UEG rate 
up, cogenerator's rates increase only up to the otherwise 
applicable commercial or industrial rate. As a result, they never 
pay the extraordinarily high average monthly UEG rates which occur 
from time to time as a result of fuel switching and curtailment. 

We agree with SDG&E that tha problem cited by the 
cogenerators is greatly overstated. Even when UEG rates rise 
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sharply due to curtailment or fuel switching, the impaot on 
cogenerators is greatly reduced through the availability to 
cogenerators of the otherwise applicable co~ercial or industrial 
rate. seE's observation concerning a theoretical incentive to 
curtail UEG customers inherent in the present method of calculating 
cogenerations rates is interesting, but has not been shown to have 
had any effect whatsoever on UEG curtailment. 

Although we do not view the problem raised by 
cogenerators as particularly significant, we are open to 
constructive suggestions to-improve the equity and administration 
of our present approach to cogeneration rate design. Considered in 
this light, we find SoCal's proposal worthy of consideration. It 
has the advantage of simplicity, would adequately-address the 
problems caused both by fuel switching and by curtailment, and may 
be a reasonable alternative to our present approach. eogenerator 
representatives have, however, uniformly opposed socal's 
recommendation unless it is tied to changes in the method of 
computing payments to QFs. 

We cannot accept this condition. There is not presently 
the kind of linkage between the calculation of cogeneration gas 
rates and QF payment methodology cec, esc, Kelco and OGS allege, 
nor are we persuaded that PU code § 454.4 requires any such 
linkage. Moreover, even if we were persuaded that there should be 
such linkage, we consider changes in the method of calculating OF 
energy payments beyond the scope of this, or any other ACAP 
proceeding. The ACAP process is in need of simplification and 
streamlining, and cannot be efficiently managed if issues such as 
modification of the method of calculating OF energy payments are 
introduced into these proceedings. 

since we view ch~nges in QF payment methodology beyond 
the scope of this proceeding, and will not adopt any such changes 
in this proceeding. we consider cogenerators to be opposed to 
Socal's proposal. 
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Because of the cogenerators' opposition, and because we 
are not persuaded that the problem is particularly significant, we 
will not adopt the recommendation of socal at this time. until a 
more compelling case for modification of our cogeneration rate 
setting meth~aol09Y is made, we wi1i continue to set the . 
cogeneration transportation rate on a lagged-recorded basis. 

b. Proposal to Include Oil Burn 

Kelco and CCC have recommended an alternate approach for 
addressing the swings in cogeneration rates caused by UEG 
curtailment and fuel switching. If the commission does not accept 
the linkage which CCC, CSC, Kelco, and DGS advocate between 
cogeneration gas rate design and OF payment methodology, Kelco and 
ccc propose that the Commission set the cogeneration rate on the 
basis of the total UEG gas and oil throughput. 

SDG&E, SCE, and PG&E all oppose this alternative. They 
argue that it would virtually guarantee that the cogeneration rate 
would be below the UEG rate, and thus would be inconsistent with 
the requirement of UEG rate parity required by PU code § 454.4 • 
SDG&E also argUes that this proposal should be rejected because it 
would produce changes in gas rates when oil burns occur for reasons 
that are totally unrelated to UEG curtailment or fuel switching. 
Under the proposal of Ke1co and ccc, the cogeneration rate would go 
down, for example, if oil was used as the replacement fuel during 
an unexpected nuclear plant outage even though UEG gas rates may 
remain completely unaffected. Moreover, under some circumstances 
the proposal of Ke1co and CCc could result in double counting of 
oil in the existing rate setting formula. 

We agree with the arguments of SDG&E, SCE, and PG&E. The 
proposal of Kelco and ccc would guarantee that the cogeneration 
rate would be below the UEG rate. It would also result in changes 
in the cogeneration rate completely unrelated to changes in the 
average UEG gas rate. For these reasons, we will continue our 
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prosent practice of basing the cogeneration rate on the average 
lagged UEG gas rate. 

c. Proposal to Make Rate 
UEG Specific 

CCC also proposes that cogenerator transportation rates 
be determined separately for each electric utility within socal's 
service territory. 

This recommendation was not well developed, would add 
further complexity to an area in need of simplification, and 
therefore will not be adopted. 

d. start-up and Igniter FUel 
cogenerators are currently charged gas transportation 

rates that are-based on the average of all UEG transportation 
rates. DRA recommends that UEG igniter fuel service should be 
exoluded from the oalculation of the average UEG rate charged to 
cogenerators. SCE and socal oppose this recommendation and submit 
that the issue was previously resolved by the commission in 
D.87-12-039. 

we agree with SCE and Socal. This issue was previously 
addressed and resolved in D.87-12-039 at p. 102 where we stated! 

6The average UEG transportation rate will be the 
total fixed and variable charges charged to the 
UEG custumer for transmission service, -
including the transmission charges for igniter 
fuel in a given month divided by total UEG 
throughput during the same month.W (Emphasis 
added. ) 

e. Effect of Long-Term. Contracts 
socal has signed long-term contraots with both SCE and 

SDG&E and proposes that they be exoluded from consideration in 
calculating the cogeneration transportation rate. 

CCC, csc, and Kelco all object to Socal's proposed method 
ot treating long-term contracts in ca~culating the cogeneration 
transportation rate. We will not, however, address their 
objections at this time. The commission is considering whether to 
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approve the long-term contracts Socal negotiated with seE and SDG'E 
in C.S9-05-016. The assigned ALJ has recommended that the 
contracts be disapproved. For purposes of this deoision~ we are 
assuming that the proposed ALJ decision will be adopted. For this 
reason, we do not-consider this issue ripe for deoision. We will 
reconsider ~he issue, if and when the vOlume of gas subject to 
long-term contracts is sufficient enough to have ~ ~aterial effect 
on the calculation of the cogeneration rate. 

4. EOR Default Rate 
socal has proposed to include in its tariff an EOR 

default rate of 4.569 cents per thermo TURN and SCUPP/IID both 
object to the establishment of a speoial default rate for EOR 
customers. They object on grounds that the propo~ed rate is 
substantially lower than any other noncore transmission rate, there 
is no necessity for such a rate because EOR customers have proven 
quite capable of securing favorable contracts from Socal, and there 
is no justification for charging less than cost based rates in the 
absence of such a special contract. 

We agree with TURN and SCUPP/IID. EOR customers have 
proven more than able to negotiate special contracts with socal to 
suit their needs. In the absence of such a special contract, we 
conolude that EOR customers should be required to pay a rate 
equivalent to the industrial default rate. 

5. UEG Issues 
a. Proposals to Reallocate 

Risk 

Several proposals were made by ORA, SCUPP/IID, and others 
to change UEG rate design. The changes recommended werel (1) to 
use recorded UEG throughput instead of forecast throughput for 
determining the UEG demand charge; (2) to replace the two tier UEG 
rate design with a single volumetrio rate, and (3) to increase the 
percentage of return on equity and ta~ costs allocated to the 
vOlumetric charge from the present 25\ to 100\. 
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Each of these proposals would result in changing the 
allocation of risk associated with UEG throughput. Increasing the 
costs allocated to the volumetric charge and eliminating the 
present two tier UEG rate otructure with a single vOlumetric rate 
would make lDore of the revenue requirement allocated to UEG 
dependent upon sales, and would therebY increase risk. The 
proposals to base the demand charge on recorded throughput would 
essentially reduce the demand charge to a delayed volumetrio charge 
and would also put socal at increased risk. 

The ACAP program is still quite new, and our eXperience 
with the program at this point in time is inSUfficient fOr Us to 
consider making changes which signfficantly increase utility risk 
without a compelling reason. No such compelling reaSOn has been 
offered in justification of these changes to UEG rate design. In 

.addition, the present two tier rate has the effect of making 
incremental gas more competitive with the cost of alternate fuels 
and purchased power. As a result, this rate design structure gives 
UEG customers leverage in negotiating favorable ~on-gas fuel and 
power purchases. This leverage is reduced to the e~tent vOlumetric 
charges are increased. This is another factor which mitigates 
against the proposals made to modify UEG rate design. 

For these reasons, we will maintain the current basis for 
setting UEG rates, and the current two tier rate structure. 

h. Treaaent of OEG Igniter. Fuel 
SCE and SCUPP/IIO have proposed excluding distribution, 

customer-related costs, and conservation costs from the average 
core transmission rate to be charged for UEG igniter fuel. In 
support of this request, they argue that none of these costs are 
properly allocable to igniter fuel service. 

socal opposes this recommendation and argues that issue 
was already decided in 0.88-03-085, when the commission stated 
that, • ••• we will treat ignitor fuel as core load for cost 
allocation and rate design purposes in SoCal's first cost 
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reallocation proceeding. w (0.88-03-085, aimeo. p. 28.) In 
addition, ·soCal notes that the effect of the SeE, SCUPP/IID 
proposal would be to reduce the UEG igniter fuel charge from 
30.712¢/therm to 8.767¢/therm. 

When we stated that igniter fuel would be treated as core 
load for cost allocation and rate design purposes In socal's first 
ACAP, we intended that the UEG customers pay an equitable rate for 
the additional security of this high priority supply. We intended 
that a rate similar, although not necessarily identical to the core 
transmission rate shOUld be applied to this UEG service. The rate 
proposed by seE does not even approach the Core transportation 
rate, and thus would permit seE to receive the security of this 
supply without paying any·significant percentage of the associated 
costs. We are not persuaded by the arguments of SCE and SCUPP/IID, 
and will apply the core tran~portation rate to UEG igniter fuel in 
this proceeding. 

c. Proposed UEG Discount Adjustaent 
seE recommends that the commission adopt UEG rates that 

are no higher than the cost of other alternatives available to UEG 
customers, and that a UEG wdiscounting methodology- be adopted to 
allow SoCal to recover the cost of providing discount rates to UEG 
customers. seE recommends that this discount methodology be 
structured in a manner similar to the -TUJal method- the commission 
has adopted for allowing socal to recover the costs associated with 
providing discount rates to industrial customers. 

We are not persuaded that any such adjustment mechanism 
is necessary. The commission can take all of the factors seE has 
cited into consideration in setting the UEG rate without the 
.adoption of any special discounting methodology. Moreover, the 
commission has allowed SoCal to negotiate special contracts with 
discount rates where necessary to preserve load and maximize the 
contribution to fixed costs. seE should be w~ll aware of this 
option since the company has negotiated just such a contract with 
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SOCal. The contract is presently before the commission for 
consideration in C.89-05-016. 

6. M@ster-Meter Discount 
Kobilehome parks that are master-meter customers of socal 

receive a rate discount to compensate them for the cost of 
providinq submetered service to mobile home park residents. The 
discount under SoCal's current. tariff (Schedule GS) .is $5.40/month, 
and is obtained throuqh retention of the $3.10 per space monthly 
customer charge plus a $.07561 daily per space credit by the park 
owner. 

WHA, a statewide association of mobileh6me park owners, 
has recOmmended that the master-meter discount be increased to 
$6. 36/month. Their recommendation is ba~ed upon the cost socal has 
estimated it incurs for providinq comparable submetered service. 
WMA has also cited cost studies done for the PG&E and SDG&E service 
territories in support of its recommendation. 

Socal and DRA have proposed no change in the amount of 
the discount. 

PU Code § 739.5 governs the establishment of the 
master-meter discount. The statute provides in part, 

·The commission shall require the corporation 
furnishing service to the master-meter customer 
to establish uniform rates for master-meter 
service at a level which will provide a 
SUfficient differential to cover the reasonable 
average costs to master-meter customers of 
providing submeter service, except that these 
costs shall not exceed the averaqe cost that 
the corporation would have incurred in 
providing comparable services directly to the 
users of the service.- (PU code § 739.5 (a).) 

The statute clearly requires that the discount be based. 
upon the costs to the master-meter customer of providing submeter 
service, not the comparable costs of the utility. The utilities' 
cost 9f providing comparable service is relevant only as an upper 
limit on the costs which can be reflected in the discount. 
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In order to meet the requirements of the statute, WHA 
must present credible evidence Of the average reasonable costs 
master-meter customers have incurred in providing submeter service. 
WHA should be well aware of this requirement since this issue has 
been considered by the commission in prior proceedings. see . 
0.89907 (1979) 1 CPUC 2d 172, 197. No evidence Of the costs 
incurred by master-meter customers in SoCal's serv_ice territory was 
offered. WMA instead sought to rely upon evidence of socal's 
costs, and cost studies of other service territories. Neither of 
these are a sufficient basis upon which to modify the amount of the 
discount. 

since WMA has failed to meet its burden of proof, no 
change wIll be made in the master-meter discount. We welcome WMA 
to raise this issue again for our consideration when a study of the 
costs incurred by master-meter customers in SOCal's service 
territory has been prepared. 

7. Long Beach voluaetric Rate 
In D.87-12-039, we adopted a wholesale rate design 

consisting of a demand charge and a volumetric rate. We encouraged 
Socal and its ~holesale customers to determine the volumetric rate 
through negotiation. We indicated that the rate should bear some 
relation to the UEG volumetric rate, and could vary between the 
average UEG volumetric rate and 5\ of all costs assi9ned to the 
wholesale customer. 

Long Beach and socal have apparently been unable to 
negotiate a vo~umetric rate satisfactory to both parties. Long 
Beach has voiced strong objections to the rate SoCal proposes for 
wholesale customers, primarily on grounds that it is allegedly 
anticompetitive. The proposed rate is substantially above the rate 
socal proposes to charge SCE. As a consequence, Lon9 Beach is 
effectiVely prevented from competl~g with socal for SCE load that, 
aside from these price considerations, Lon9 Beach alleges it has 
the ability to serve. LOng Beach requests that the commission set 
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the volumetric portion of the wholesale rate *at tho low end of the 
range specified in D.87-12-039*. 

SoCal has responded by pointing out that the company is 
simplY continning.the rate design last established by the 
Commission, and that Long Beach did not even sponsor a witness to 
recommend an alternative rate. 

The rate SoCal has proposed is equal to·the 
volume-weighted average of SoCal's proposed UEG Tier I and Tier II 
volumetric rates. We view this rate as within the range of 
reasonableness for wholesale customers. The argument Long Beach 
offers in its brief concerning the anticompetitive effect of this 
proposed rate design, may warrant further consideration, but there 
is no evidence in the record concerning the competitive issues that 
Long Beach has raised. We invite Long Beach to raise this issue on 
the evidentiary record in SoCal's next ACAP, or-by way of a 
separate complaint. until a more complete record is developed on 
this issue, we will maintain our present approach to wholesale rate 
design. 

8. Take-or-Pay COsts 
As previously indicated, we have adopted the DRA's 

recommended approach to allocation of the direct billed portion of 
interstate pipeline take-or-pay co~ts. In developing the rates 
contained in Appendix c to this decision, we have assumed that 
socal will elect to absorb 80\ of these take-or-pay charges and 
absorb the remaining 20\. The actual allocation of take-or-pay 
costs between volumetric and charges cannot be determined until 
socal notifies us of its election under the alternatives proposed 
by the DRA and adopted in this deoision. we will order socal to 
file an advice letter within 30 days of the date of this decision 
to indicate its election, and to implement rate changes consistent 
with its election. We hav~ also invited socal to include within 
its comments on this proposed decision, any comments it may have On 
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this proposed procedure for implementing our adopted method of 
allocating direct billed take-or-pay costs. 

IV • SDG&B Issues 

A. Gas Throughput 
7here are differences in the DRA and SDG&E forecasts of 

both SDG&E retail and non-retail throughput. the most significant 
differences are in their forecasts of UEG throughput. 

1. Retail Throughput 
ORA's forecast of total retail throughput for SDG&E is 

692.3 KMth. SDG&E forecasts 688.6 HHth. The primary difference 
between the two forecasts is in the nOncore sector where ORA 
exceeds SDG&E by 22 percent. 

Residential 
Commercial 
Noncore (excluding cogen) 
Cogeneration 

DRA 
(MMth) 

324.8 
107.1 
50.4 

212.4 

SDG&B 
(HMth) 

328.7 
106.8 
41.3 

212.4 

Both DRA and SDG&E developed throughput forecasts for the 
residential and commercial core classes through the use of 
econometric models. The models used incorporated a variety of 
different input assumptions such as weather, the price of natural 
gas, and economic activity in the service territory, but we find 
DRA's approach preferable because it also includes a wider variety 
of econometric variables. ORA included personal income and 
empioyment variables which SDG&E did not incorporate. Accordingly, 
we have adopted ORA's throughput forecasts of residential, core 
commercial, and noncore customer classes. 

We also find ORA's forecast of noncore throughput more 
persuasive than SDG&E's. ORA used an econometric model to forecast 
noncore demand. SDG&E used a trend analysis. DRA has forecast 
slightly greater noncore demand for the ACAP period than was 
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recorded in 1988, but recommends that we adopt the same demand as 
1988 for forecast purposes. SDG&E has failed to justify to our 
satisfaction the significant decline in noncore demand the company 
forecasts. Accordingly, we have adopted ORA's noncore forecast of 
50.4 HMth. 

DRA accepted SOCal's forecast of 212.4 KKth for 
cogeneration throughput, and we will adopt the samo value. 

2. UEG Throughput 
SDG&E forecast UEG (interdepartmental) gas throughput of 

201 MMth~ This compares to much higher estimates of 384 MKth by 
DRA and 351 MKth by SoCal. The differences between these forecasts 
is primarily a result of differences in forecast oil and gas 
prices, and different forecasts of UEG supply and capacity 
curtailments. All models produced similar throughput forecasts 
ranging from 372 KHth to 394 MMth when these differences were 
eliminated. 

Forecast oil and gas prices are critical to UEG 
throughput estimates because SDG&E will have an economic incentive 
to fuel switch anytime that the dispatch price of oil falls below 
the dispatch price of gas. SDG&E predicts that this situation will 
occur during six of the twelve months of the ACAP period. socal 
has forecast economic fuel switching during three months. ORA has 
forecast no economic fuel switching. Some of the difference -
between the SDG&E and socal forecasts is also a-result of analytic 
errors in the development of SoCal's forecast. 

SDG&E's forecast is based upon the company's forecast 
that LSWR prices in the Singapore market will vary betWeen $12.15 
and $14.06/Bbl during the ACAP period. Socal's estimate is . 
premised upon LSWR ranging between $13.80 and $14.65/Bbl. since we 
have adopted a forecast average price of LSWR of $16.25/Bbl and 
eXpect more stability in oil prices over the ACAP period than has 
been eXperienced in the recent past, we forecast far less economic 
fuel swit_ching than either SOG&E or socal. We alsO eXpect less 
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fuel switching because it appears that neither SDG&E nor soCal have 
adequately accounted fOr the increasing competition between 
alternate fuels that has been promoted by changes in the gas 
industry. We eXpect changes in oil prices to have-an increasing 
effect on gas prices. As a result of the LSWR price ve have 
adopted and increasing competition between gas and alternate fuels, 
Ye do not expect economic fuel switching except during a relatively 
short period during the winter months. 

We haVe not attempted to quantify the amount of fuel
switching which may occur in this proposed decision. FUel 
switching is likely to occur only during the peak winter months. 
This is also the period of time that we forecast UEG curtailment. 
We have assumed, for purposes of this proposed decision, that UEG 
curtailment will equal or exceed economic fuel switching. 

Significant fuel switching by SDG&E UEG is far more 
likely than by other SoCal customer classes however. This is 
primarily due to slightly lower assumed alternate fuel prices due 
to SOG&E/s ability to use less eXpensive higher sulfur content oil 
(LSFO). We recognize the possibility that the models run by DRA, 
socal, and SDG&E to forecast fuel switching may produce results 
which differ from our assumption that curtailment will offset fuel 
switching. As a consequence, we will permit any of the parties, 
whose models have been explored on the record in this proceeding, 
to inclUde in their comments, the amount of fuel switching their 
model predicts using our adopted oil, gas, demand, and curtailment 
values. We will consider any such information oftered, together 
with the record testimony on the models used, prior to issuing a 
final decision in this proceeding. 

We have adopted a UEG throughput forecast for SDG&E of 
305 KHth. This value has been derived from the DRA's forecast of 
SDG&E UEG demand (384 MMth) less the leVel of curtailment we eXpeot 
SDG&E to experience during the ACAP period (79 MMth). 
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B. Cost of Gas 
1. Core and Honcore WACOG 

SDG&E forecasts its gas demand will be Bupplied using 
spot gas purchases and through the use of gas purchased under 
longer term contracts indexed to the spot price. As a result, 
SDG&E forecasts that both its core and noncore WACOG will average 
$2.~5/HMBtu at the california border during the forecast period. 
ORA forecasts that SDG&E's core and nonccre WACOG will average 
$2.19/KHBtu at the border. socal forecasts SDG&E's core WACOG to 
aVerage $2.49/KHBtu, and noncore WAOOG to average $2.~6/HMBtU. 

SDG&E provided little support for its gas cost forecast 
beyond that discussed above concerning the cost of gas to SoCal. 
For the reasons discussed above, we will adopt pRA's forecast. 

2. Take-or-Pay Costs 
The allocation of direct billed interstate pipeline 

take-or-pay costs has a direct effect on the cost of gas to socal 
and SDG&E. 

The allocation of take-or-pay costs direct billed to 
SoCal was a hotly contested issue, primarily because of the 
recommendations of ORA and Salmon/Kock to adopt an allocation 
approach which allocates risks and costs related to take-or-pay 
recovery to socal's shareholders as well as socal's ratepayers. 

The allocation of direct billed take-or-pay costs to 
SDG&E was treated somewhat differently by the parties. SDG&E, like 
sOcal, seeks to recover 100\ of direct billed take-or-pay costs 
from its ratepayers through demand charges with full balancing 
account protection. ORA has recommended that SoCal be given an 
option of recovering take-or-pay costs through volumetrio rates, or 
recovering $4 through demand charges for every $1 socal agrees to 
absorb, but DRA has not exten~ed this recommendation to SDG&E. 
Instead, DRA recommends that take-or-pay costs allocated to SDG&E 
be recovered only through volumetric rates. salmon/Hock also 
appear to have treated SDG&E differently. They have limited their 
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recommendation to socal, and have stated no position witl1 regard to 
the recovery of take-or-pay costs by SDG&E. . 

We have considered the arguments of all parties on this 
issue, and cOnclude that the policy~reasons supporting our deoision 
to adopt DRA's approach to ,the allocation of take-or-pay costs 
direct billed to SoCal apply equally to SDG&E. We find nO good 
reason to extend socal, and deny to SDG&E, the option of absorbing 
a portion of take-or-pay costs and recovering a larger portion 
through demand charges. Accordingly, for the reasons discussed 
more fully above with regard to socal's application, we will adopt 
the same optional approach to allocate take-or-pay costs direct 
billed to SDG&E that we have adopted for SoCal. 
c. Hon-Gas costs 

SDG&E's non-gas costs consist of its previously 
authorized gas margin and other fiXed costs allocated to SDG&E by 
socal. 

Under the terms of the proposed contract, fi~ed costs 
allocated to SDG&E by Socal would be limited to $75 million, and no 
issues would' be in dispute concerning SDG&E's non-gas costs. 
several issues were raised, however, concerning the allocation of 
fixed costs in the absence of the long-term contract. Since we are 
assuming that the long-term contract between SDG&E and Socal will 
not be approved, we will address these non-gas cost issues. 

The issues raised concerning SDG&E non-gas CQsts inclUde: 
(1) whether SDG&E should be allocated a portion of socal's Lost and 
Unaccounted for gas (LOAF), (2) the basis for allo~ating SoCal's 
company use gas costs to SDG&EI (3) the basis for allocating the 
cost of soCal's Moreno to Rainbow Lines 1027 and 102g, and the 
Coastline Orange county Line to SDG&Et (4) whether SDG&E should be 
allocated a portion of socal's carrying cost for gas in storagel 
(5) whether SDG&E should be allocated any portion of socal's 
long-term contraot shortfall, and (6) proposed changes in the 
allocation of noncore balanoing account undercollections to SDG&E. 
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Each Of these issues have been resolved in our preceeding 
discussion concerning Socal ACAP issues. -

In addition, SDG&E has requested that the balance 
recorded in its eSA be amortized in rates in this proceeding. 
socal made a similar request. For the reasons discussed in more 
detail with regard to socal's request, we will not allow SDG&E to 
amortize the balance in its eSA, and will abolish tho account. 
D. Rate Design 

1. carrying Cost Gas in storage 
DRA proposes allocating the carrying costs of gas in 

storage to SDG&E's D2 demand charge. SDG&E proposes to recover 
these costs through the Dl demand charge, but has no objection to 

DRA's proposal. 
storage related costs are seasonal costs. It is our 

policy, as stated in D.S6-12-009, to allocate costs which are 
seasonal in nature to the D2 demand charge. We find no reason to 
deviate from this established policy in this instance. 

2. Seasonal Differential 
for Core Co~ercia1 

SDG&E established seasonally differentiated rates for the 
core commercial class in accordance with 0.87-12-039. under the 
current rate design, the seasonal ~ifferential ca~ses bills for low 
usage customers to be as much as two times the average summer bill. 
SDG&E proposes to reduce the current winter/summer differential by 
one half in order to moderate the seasonal bill fluctuations of low 
usage customers. 

DRA is opposed to SDG&E's recommendation. ORA proposes a 
slight increase in the seasonal differential. 

we share SDG&E's concerns about the impact of wide 
seasonal variations in core commercial bills, and as a result of 
this concern will adopt SDG&E's recommendation. 
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3. COg~leration Parity Rate 
CUrrently, the average cogeneration transportation rate 

is based on the recorded average UEG gas rate tiled monthly, la9g~d 
by two months. This rate setting approach has resulted in wide 
variations in the cogeneration rate during periods of UEG 
curtailment, or economic fuel switching by UEG customers. 

In order to address this problem, soCal has proposed 
setting the cogeneration rate on the basis of the forecast average 
UEG rate. Kelco and ccc support the implementation of socal's rate 
design approach in SDG&E's territory, but only if this modification 
in gas rate design policy is accompanied by a similar change in the 
method by which QF payments are determined. It the Commission does 
not accept the linkage which ~elco and ccc advOcate betWeen 
cogeneration gas rate design and OF payment methodology, Kelco and 
ccc propose an alternate approach to setting the cogeneration gas 
rate. Under their alternate approach, the cOgeneration rate would 
be based upon the total UEG gas and oil throughput • 

SDG&E opposes all of the changes advocated by SoCal, 
Kelco, and ccc to cogeneration rate design. 

For the reasons discussed above concerning these same 
issues raised in socal's application, we will not adopt the changes 
advocated by Kelco and ccc. we will continue to set SDG&E's 
cogeneration transportation rate on the basis of the lagged 
recorded average UEG rate. 

4. :Igniter FUel 
ORA has proposed that igniter fuel revenues be excluded 

from the calculation of the average UEG transportation rate used in 
setting the cogeneration parity rate. SDG&E opposes ORA's 
recommendation on grounds that it is inconsistent with commission 
policy stated in D.87-12-039. 

We agree with SDG&E. ~his issue was considered and 
decided in 0.87-12-039, and we find no reason to deviate from our 
prior decision on this matter. 
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5. BorregO UfG service 
-SDG&E proposes a 10\ average rate increase for liquified 

natural gas (LNG) service to the Borrego area. This proposed 
increase will bring rates more closelY in alignment with the cost 
of providing this service. There was no opposition to this 
proposal, and it will be adopted. 

v. other Issues 

A. Infor.ati6n Concerni.ng Portfolio 
construction and Management 

TURN has recommended that socal be required (0 provide 
additional information in future ACAPs concerning portfOlio 
construction and management. TURN claims that such information 
would enhance-the ability of the parties and the Commission to 
evalUate throughput and cost of gas issues. socal objects to 
TURN's proposal on grounds that the information TURN seeks on 
purchasing practices and storage objectives wou~d turn every ACAP 
case into a ·pre-reasonableness review on gas costs and supply 
operations, 

In D.S9-04-0S0, we took steps to require utilities to 
provide information in their ACAP applications concerning portfolio 
construction. We do not find any need for requiring information 
beyond that already required. If TURN needs additional information 
relevant to ACAP issues in a particular case, the additional 
information can be obtained through the Commission's discovery 
processes. We will not establish any new informational 
requirements for ACAP proceedings concerning gas utility portfolio. 
construction or management at this time. 
B. Proposed Revisions to Tariff Rule 23 

Edison requests that the commission revise socal's tariff_ 
Rule 23 to add guidelines to define when economic curtailment may 
be conducted. 

- 110 -



• 

• 

• 

A.S9-04-021, A.89-05-006 ALJ/EWO/tcg 

. 
It is far from clear what revisions to soCal's tariff 

Rule 23 Edison is recommending, and no record was developed on the 
implications of any such change. Moreover, the ACAP process is not 
well adapted to cqnsideration of changes in operational guidelines 
for gas utilities. AnY such recomme~dations should be addressed in 
a separate proceeding initiated for the purpose of reviewing the 
relevant tariff rules, such as the petition of Long Dea~h to modify 
0.86-12-010. We will not consider changes to socal's tariff Rule 
23 in this proceeding. 
C. Hgtions concerning Update of Record 

On September 15, 1989 socal filed a petition to set aside 
submission and to reopen the proceeding for the purpose of 
receiving·updated information on balancing account balances, gas 
prices, and volumes reflecting developments which occurred· after 
the close of hearings. 

The petition was granted by the ALJ. the ALJ's ruling 
permitted socal, SDG&E, and any other party to file updated 
information reflecting the following developments which were 
unknown or unavailable at the time of hearings: (1) executed gas 
purchase agreements including GlC nominations: (2) FERC orders and 
accepted FERC tariff filings: (3) uncontested settlement agreements 
filed with FERC; (4) recorded gas costs not yet available at 
hearings; and later-recorded amounts in various balancing and 
tracking accounts. 

Updated information was subsequently filed by both SOCal 
and SDG&E. Following the receipt of the updated information 
several parties filed comments on the updates in accordance with 
the procedure established in the ALJ's ruling. TURN and SCUPP/lID 
·did not object to thp- updated information, but contended that it 
was incomplete, and that additional information should also be 
required. 

TURN expressed the belief that new information concerning 
possible lower prices for direct purchase gas supply contracts," 
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which make up approximately 58\ of the core portfolio, may be 
available,and could be incorporated into the decision in this 
proceeding. TURN suggests that the Commission direct SoCal to 
provide the actua~ cost of new one-year direct purchase gas supply 
contracts for the record in its comments on the ALJ's proposed 
decision (along with workpapers), in order to allow the commission 
to reflect the most up-to-date- information in its·final decision. 

SCUPP/IID request that SoCal be directed to provide the 
Commission with copies of any curtailment notices it sends to 
customers and reqUests that the Commission take official notice of 
such curtailment notices in resolving throughput questions raised 
in this proceeding. 

It is desirable for the commission to base its decisions 
on the most recent information aVailable, but this objective must 
be balanced against the rights of the parties to Commission 
proceedings and our o~ need to.test the credibility, reliability, 
completeness and accuracy of the information presented. The 
updated information provided by Socal and SDG&E is of a 
noncontroversial and readily verifiable nature. As a consequence, 
reopening the record to receive this information will not adversely 
affect the position of any party on any issue contested. We 
therefore concur with the initial ruling of the ALJ, and will 
receive the updates of Socal and SDG&E in evidence. 

The additional information requested by TURN and 
SCUPP/IID does not appear to be quite of the same nature, 
particularly the information concerning curtailments that SCUPP/IID 
seeks to have introduced. Information concerning curtailments is 
likely to be subj~ct to varying interpretations, and may be subject 
to legitimate challenge that cannot properly be resolved outside of 
the hearing process. At some point, notwithstanding continuing 
developments, the evidentiary record in each proceeding must be 
closed and the case submitted for decision. That point has been 
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reached in this proceeding. 7he requests of TURN and SCUPP/IID to 
require additional updated information from SOCal are denied. 
D. Motion Of SCE for Interia 'Bate Relief 

On Augu~t 2, 198~ Edison ~iled a motion requesting 
interim rate relief for th~ period between October 1, 1989 and the 
date rates established in this proceeding are implemented. Edison 
is requesting interim rate relief because the decision in this 
proceeding will be decided later than anticipated by the Commission 
when it established the ACAP hearing schedule. Edison requests 
that its rates be reduced on an interim basis by appro~imately 
$72 million annually which it alleges is the -minimum rate 
reduction that the ACAP parties are proposing for UEG 
transportation service. 6 

The motion is opposed by Socal, ORA, SDG&E, and csc. 
We will deny motion. To grant Edison the -minimum 

decreasew it seeks on an interim basis would require the commission 
to evaluate numerous arguments raised in the proceeding that affect 
UEG rates, would also require consideration of potential 
adjustments to the rates of other customer classes, such as 
cogenerators that are entitled to UEG rate parity by statute, and 
would take considerable time and effort that could better be spent 
preparing a final decision in the ACAP. 
E. Motion to strike Long Beach Brief 

On september 15, 1~89 socal filed a motion to strike 
·portions'of the opening brief of Long Beach. The motion was based 
upon grounds that the brief relies on allegations of fact outside 
the evidentiary record and seeks to introduce new factual material
into the record through a written deolaration that could and should 
have been presented through a witness subject to cross-e~amination 
during evidentiary hearings in this case. 

Long Beach has replied to socal and asserts that no 
evidence is required of Long Beach in order for the commission to 
address the issues it has raised. 
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Most of Long Beach's brief is based upon argument of 
counsel. This is perfectly permissible and proper. part~es are 
under no obligation to introduce evidence when they have chosen 
instead to rely upon argument of counselor oitation to prior 
precedent. socal is correct, however, in noting that Long Beach 
has made several allegations of fact which are not supported by 
record evidence. These include allegations concerning (1) the 
commitment of the Long Beach Gas Department to pass through savings 
received as a result of cost reallocation to its residential 
customers; (2) payments the Long Beach Gas Department makes in lieu 
Of franchise fees to the city of Long Beach; and (3) requests by 
Long Beach for transportation service from PITCO and POPOO. The 
commission viII disregard extra-record factual claims conc~rning 
these subjects in evaluating the arguments made on issues raised by 
Long Beach, but finds insuffioient cause to strike any portion of 
the brief of Long Beach. socal's motion is denied. 
F. Request of TURN for Findi.J:tg of 

Eligibility for Compensation 

TURN has requested a finding that it is eligible for 
intervenor compensation under Rule 76.54(a) of the commission's 
Rules -of Practice and procedure. 

We conclude that TURN ha~ demonstrated ~ignificant 
financial hardship within the meaning of Rules 76.52(f), 76.53, and 
76.54(a) as revised in 0.85-06-126, and is found eligible for 
compensation. 
G. SDG&E Transcript corrections 

By letter dated August 22, 1989, SDG&E requested that 
certain corrections be made to the ofticial transcript in this 
proceeding. We accept the requested changes. They will be made in 
the Commission'S official transcript of the proceeding. 
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VI • Issues Deferred 

A numbe~ of issues which arose in the proceeding were 
deferred by the AJ..J to a subsequent phase of this pt"oceedin9, or to 
other proceedings. Among the issues deferred aret (1) socals' A&G 
and LOAF cost allocation studies, and changes in cont allocations 
resulting from these studies: (2) whether cogenerators that do not 
meet FERC efficiency standards set forth in section 292.205 of 
Title 18 of the Code of Federal Regulations should be entitled to 
UEG-parity gas rates under PU Code § 454.4, (3) whether the 
cogeneration gas limitation should be calculated on the basis of 
incremental energy rates (IER) or incremental heat rates (IaR); 
and (4) the adjustment recommended by ORA for past-due franchise 
fees paid to city of Rancho cucamonga. All but the last of these 
issues will either be considered in Phase II of this proceeding, or 
in a more generic proceeding. The ORA agreed to defer 
consideration of the past-due franchise fees to soca}'s 1988-89 

reasonableness review. 
Findings of Fact 

1. The econometric models of both soca} and ORA produced 
acceptable results when run to -backcast- 1988 demand, although 
ORA's model produced results closer to actual recorded demand. 

2. SoCal's gas throughput forecast Is based upon a model 
that does not include 1988 data, and thus does not incorporate the 
effects of changing customer behavior under the new qas industry 
structurE!!. 

3. ORA's alternate fuel price forecasts are based upon ORAls 
forecast price ot LSWR in the Singapore market, and upon trends in 
the prices of No. 2 and No. 6 fuel oil. 

4. ORA forecast LSWR singapore using several statistical 
methods that ORA has employed in prior ECAC proceedings before the 
commission. 
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5. SoCal's R~CC f9rec~st is based upon the eXperience and 
judgement Of socal's witness, is subjective in nature, and is not 
based upon or supported by any quantitative or statistical 
analysis. 

6. Although the oil price forecasts introduced in this 
proceeding range fairly widely, the data upon which these forecAsts 
have been based show signs of increasing price stability. 

7. ORA's statistical approach to oil price forecasting is 
preferable to soCa1's heavy reliance on informed judgement 
unsupported by statistical analyses. 

8. ORA's forecast may have been influenced, to a greater 
degree than warranted, by significant price increases for LSWR 

eXperienced in the first half of 1989. 
9. Based upon the evidence offered in this proceeding, an 

average LSWR price of $16.25/Bbl is reasonable for the ACAP period. 
10. $4.15/KMBtu is a reasonable average price for Los Angeles 

No. 2 diesel tuel, and $2.86/HHBtu is a reasonable aVerage price 
for No. 6 low sulfur tuel oil for the ACAP period. 

11. We find ORA's methodology tor forecasting spot gas 
prices, which includes two models based upon historic spot gas 
prices, preferable to SoCAl's approach. 

12. ORA's spot gas price of $2.19/MHBtu appears reasonable in 
light ot historic spot gas prices and will be a~opted. 

13. There is insufficient evidence to warrant any upward 
adjustment to ORA's spot gas price forecast to reflect the 
gradually changing gas demand/supplY balance. 

14. 
national 
period. 

uncontroverted evidence indicates that the current 
gas surplus will continue to exist throughout the ACAP 

15. soCal has insufficient capacity to serve all of the 
demand that ORA and socal forecast using only its own facilities 
and interstate pipeline facilities directly connected to SOCal's 
system. 
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16. The only way soCal can serve all of the demand forecast 
during the ACAP period is through interutility transportation 
service from PG&E, if that service is available when needed, and at 
a SUfficient capa9ity level. 

17. socal forecasts that it wi~l have available, and will be 
able to utilize, 150 KHcf/d of PG&E interutility transportation 
service, eXpressed as an average daily amount over the 12-month 
ACAP period. 

18. Socal's take-away capacity from the PG&E system is 
1,070 MMcf/d, subject to gas availability and local pipeline 
pressure at any given time. 

19. socal's estimate of interutility capacity to soCal from 
PG&E is based upon dry year data. 

20. It is our policy to forecast throughput in ACAPs on 
average year conditions. _ 

21. An additional 162 KMcf/d of interutility transportation 
service to socal from PG&E should be available, over and above what 
SoCal has assumed, as a result of assuming average hydro conditions 
on the PG&E system. 

22. This increase will be largely offset by the shutdown of 
Rancho seco. 

23. The shut down of Rancho Seco will increase PG&E's UEG 
requirements by approximately 123 KHcf/d. 

24. 189 KHcf/d is a reasonable forecast of average available 
interutility transportation capacity from PG&E to soCal for the 
ACAP period. 

25. soCal maximized daily storage injections in the spring of 
1999 in order to reach the core protection level of 70 Bef of gas 

-in storage as early as possible. 
26. socal filled all its storage fields to capacity by 

June 1, 1999 except AlisO canyon. 
27. Various figures, up to 700 KHcf/d, were introduced in 

this proceeding concerning socal's storage injection capacity •. 
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28. SoCal contends that its injection capability is only 300 
to 350 KMcf/d when all fields except Aliso canyon are full. 

29. SoCal will not be able to take advantage of the full 
theoretically available excess transportation capaoity from PG'E 
b!caUse SoCal and"PG&E can sometimes be eXpected to have high 
system demand during the same periods of time. 

30. The effect of coinoident high demand on both the soCal 
and PG&E systems can be mitigated through the effective use of 
storage. 

31. It is unclear whether socal's gas balance model operates 
to maximize the level of service through the use of storage" 
capability. socal offered no convincing evidence that effective 
use of storage could not inorease average interutility capacity 
above the 150 MMof/d level soCal has forecast from PG&E through 
interutility sales. 

32. We find that SoCal will have available a maximum storage 
injeotion capability of at least 300 HKof/d, and up to 700 MHof/d, 
during critical portions of the storage injection season. 

33. We conolude that soCal's injection capability will be 
suffioient for socal to accept the average annual 189 KMcf/d of gAs 
we have estimated will be available to the company from PG&E over 
Line 300. 

34. Daily operating records of El PAso Natural Gas Company 
(El paso) for 1987 and 1988 indicate that the El PasO system had 
more than 14\ of its capaoity unused during this period. 

35. 14\ of El paso's total capaoity to california of 2890 

KMof/d equals 405 KHof/d. 
36. SoCal has assumed that it wil~ utilize 96\ of the 

1750 KMof/d of El paso capaoity connected to socal, after 
adjustment for scheduled main~enance and reduced summertime 
take-away capaoity. 

37. Inoreased experience with the new gas industry struoture 
should bring improvement-in the utilization of the El paso system. 
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38. A 97\ utilization factor on the El Paso system is 
reasOnable to assum~ for the ACAP period which will result in an 
increase in the assumed usable capacity from socal's 
interconnection with El Paso of 17.5 HKcf/d. 

39. The possibility qf conditions occurring during the ACAP 
periOd under which SoCal would have an incentive for ~hat has been 
described as -economic curtailment- has not been suffioiently 
demonstrated to warrant incorporation into the adopted throughput 
forecast. 

40. socal's proposed -practical adjustment- to the discount 
adjustment calculation has the effect of reducing the incremental 
reVenue forecast to be obtainable through discountinq. 

41. Although there undoubtedly are imperfections in socal's 
negotiation of rate discounts, the discount adjustment methodolOgy 
can at best only approximate the actual revenue to be gained 
through discounting. 

42. It is better policy to assume optimal rather than 
defioient rate discount negotiation as a basis for applying the 
discount adjustment methodology used to estimate the incremental 
reVenue that gas companies can obtain through negotiating rate 
discounts. 

43. There are features embedded within the discount 
adjustment calculation methodology that tend to offset 
imperfections in negotiation of rate discounts. 

44. socal's industrial throughput forecast reflects a 6.5\ 
decline from recorded 1988 levels. 

45. socal attributes the majority of the decline it forecasts 
in commercial noncore throughput and industrial noncore throughput 
to an inorease in cogeneration. 

46. SoCal has not made a persuasive case that it has properly 
calculated or accounted for the cogeneration effect. 

47. Socal used data only through 1987 in developing its 
throughput forecast. 
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48. ORA's forecast of noncore commeroial and industrial 
throughput appears somewhat high in light of the inputs assumed. 

49. 20 MMdth for noncore commercial and 70 KHdth for noncore 
industrial are re~sonable throughput forecasto for these classes. 

50. A portion of the cogeneration included in SCE data is not 
gas fired and therefore will not increase gas demand or throughput. 

51. Forecast throughput of 73 HMdth for the cogeneration 
(other than EOR) is reasonable for the ACAP periOd. 

52. We do not foresee any significant economio fuel switching 
by SoCal's UEG customers during the ACAP period. 

53. TO the extent any economic fuel switching may occur, it 
is likely to occur only during a short period in the winter which 
is also the period of time that we have forecast UEG curtailment. 

54. We expect UEG curtailment to e~ceed economio UEG fuel 
switching. 

55. since our UEG throughput forecast already reflects UEG 
• 

curtailment during the period when economic fuel switching may 
occur, there is no need to separately forecast the amount of fuel 
switching. 

56. since we have adopted ORA's forecast spot gas price, it 
is reasonable to adopt ORA's UEG demand forecast which was 
developed using that gas price. 

57. The noncore UEG demand of LADWP should be reduced by 
approximately 5 HMdth to correct errors cited by SCUPP/IID. 

58. We are not persuaded of the necessity to adjust the 
throughput forecasts for Burbank or Pasadena. 

59. socal's forecast of UEG igniter fuel volumes was not 
adequately supported. 

60. SCUPP/IID's forecasts of UEG igniter fuel volumes is 
reasonable. 

61. 152.6 MMdth is a reasonable UEG throughput forecast for 
the ACAP period. 
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62. Based upon the gas and oil price forecasts we have 
adopted, we conclude that there should be no significant economio 
EOR fuel switching. 

63. To the ~xtent that any economio EOR fuel switching may 
occur, it is likely to occur only during a short period in the 
winter and will most likely be offset by EOR steaming curtailment. 

64. 150.9 MMdth is a reasonable EOR throughput forecast. 
65. since we have adopted a higher price for oil and a lower 

pri~e for gas than socal and SDG&E assumed, we forecas~ far less 
economic UEG fuel switching by SDG'E than either company. 

66. We have not attempted to quantify the amount of UEG fuel 
switching by SDG&E which may occur because fuel switching is likely 
to occur only during the peak winter months, which is a period of 
time during which we have forecast UEG curtailment. 

67. We have assumed, for purposes of this decision, that 
curtailment of SDG&E UEG demand will equal or exceed economic fuel 
switching. 

68. 101 HMdth is a reasonable throughput forecast for SDG&E. 

69. until we rule upon Long Beach's petition to modify 
0.86-12-010, Long Beach should be allocated a prorata portion of 
the curtailment we have forecast. 

70. A reasonable forecast of Long Beach throughput is 
23.9 KHdth based upon forecast curtailment of 4.6 MMdth. 

71. A forecast core WACOG of $2.36/MMBtu is reasonable for 
the ACAP period. 

72. A forecast of 605 MMth at weighted average price of 
$2.48 MMBtu is reasonable for California production. 

73. 42 HMth at a weighted average price of $3.42 is a 
reasonable forecast for federal offshore-gas. 

74. 835 KMth at weighted average price of $2.30/MMBtu is a 
reasonable forecast for PITCO gas. 

75. 114 KHth at $2.65/MMBtu is a reasonable forecast for 
POPCO gas supply. 
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16. 2548.1 MKth At.a weighted average price of $2.42/HMstu is 
a reasonable for2cast for interstate pipeline and direct purchases. 

77. 596 KKth of spot gas for the core portfolio at border 
price of 2.19/KMB~U which equates to a weighted average price of 
$2.22/HMBtu is a reasonable forecast. 

78. 2075.3 MHth is a reasonable forecast of noncore supply. 
79. $2.20/HMBtu is a reasonable forecast of·the noncore 

WACOG. 
80. Elk Hills purchases are discretionary purcha~es made 

through a competitive bidding process every four months. 
81. It is reasonable to assume a forecast price of Elk Hills 

gas equivalent to the core WACOG. 
82. $30,668,000 is a reasonable forecast for El paso 

take-or-pay billings for the ACAP period, and $14,705,000 for 
El Paso take-or-pay billings prior to October 1, 1989. 

83. A reasonable forecast of take-or-pay billings by 
Transwestern prior to October 1, 1989 is $47,370,000. There are no 
direct billed Transwestern take-or-pay liabilities for the ACAP 
period. 

84. A reasonable forecast of take-or-pay billings by POPCO 
prior to October 1, 1989 is $625,000. 

85. We take notice of the findings and conclusions of the 
PERC reached in orders 380, 436, and 500 concer~ing the 
circumstances that gave rise to the gas industry's take-or-pay 
problems. 

86. The take-or-pay costs now at issue in the industry arose 
as a result of contracts entered into in the late 1970's and early 
1980's Which was a period of gas shortages and rising prices. 
DUring this period, pipeline companies attempted, with the 
encouragement of the FERC, to maintain secure long-term supply 
reserves and often negotiated and signed contracts of 10 years or 
more which included Ntake-or-payW prOVisions. 
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87. The high cost of gas under these lonq-term take-or-pay 
contracts 'had little initial effect on the marketability of the gas 
because the cost was rolled-in to the pipelines' computed average 
cost of gas along,with other low price price-controlled gas for 
ratemaking purposes. 

88. Elimination of customers' take-or-pay obligations in FERC 
Order 380, and a drop in the price of alternate fuol ev~ntually 
brought the embedded cost of long term take-or-pay contracts well 
aboVe competitive prices. 

89. pipelines reacted by refusing to transport third party 
gas when to do so would haVe the effect of displacing the pipeline 
companies' own deliveries. This had the effect of denying 
consumers 'access to gas at the lowest reasonable rate. 

90. In Order 436 the FERC concluded that the prevailing 
pipeline practice of generally refusing to tra~sport gas for third 
parties where to do so would displace their own sales was ·unduly 
discriminatory- within the meaning of § 5 of the Natural Gas Act, 
15 U.S.C. §§ 717 et seq. (NGA), and ordered pipelines to transport 
gas for third parties in competition with the pipelines' own 
supplies. 

91. Order 436 re~ulted in significant new competition in the 
indUstry, particularly between pipelines and other gas sellers, 
and provided consumers with the economic benefits of more 
competitive wellhead prices. 

92. Among the more problematic repercussions ot Order 436 is 
the present industry take-or-pay problem. As pipeline customers 
took advantage of the new open access rules, pipelines' high priced 
supplies became unmarketable as more and more pipeline customers 
chose to purchase their own gas directly from producers or 
marketers for transportation. This resulted in drastic reductions 
in pipeline takes of high priced gas, and significant liability 
under the pipelines' take-or-pay contracts with gas producers. 
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93. FERC Order 500 provides two alternative mechanisms for 
pipelines-to use to recover prudently incurred take-or-pay related 
costs. Under the first option, pipelines may recover 100% of 
prudently incurred costs through volumetric or commodity rates. 
Under the second option, pipelines are permitted to recover 
anywhere from 25\ to 50\ Of their tak~-or-pay costs frOm customers 
through a fixed take-or-pay charge direct billed to pipQline 
customers, provided that the pipeline agrees to absorb an equal 
amount. Any amounts aboVe what the pipeline is willing to absorb 
would be permitted to be recovered through a commodity surcharge, 
or volumetric surcharge, on pipeline throughput. 

94. The costs incurred by El paso and Transwestern to buyout 
and buydown their accrued take-or-pay liability with producers are 
the costs subject to recovery through the alternative mechanisms 
provided for in Ord~r 500. 

95. Both El Paso and Transwestern have chosen FERC's 
wequitable sharing- approach and have chosen to allocate 25% of 
their take-or-pay costs to their shareholders and the remaining 75% 
to their customers. 

96. socal claims that it is entitl~d to reCOVer 100% of all 
take-or-pay costs, and proposes to recover the noncore portion 
through de~and charges with full balancing account protection. 

97. DRA recommends that the commission adopt an equitable 
sharing mechanism, similar to that adopted by the FERC under which 
socal choose between two different methods of recovery: 
(1) recovering all take-or-pay costs through a volumetric surcharge 
without balancing account protection, or (2) reCOVering, through a 
direct billed demand charge, four times the percentage of direct 
billed take-or-pay costs that the company agrees to absorb. under 
the second option, any remaini~g balance, after direct billed and 
absorbed amounts, would be recoverable through a volumetric charge. 
ORA proposes balancing account treatment for the portion allocated 
to the demand charge. 
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98. Salmon/Kock object to socal recovering any direct billed 
take-or-pay costs and allege that the only way to effect a truly~ 
equitable sharing of take-or-pay costs is to require socal to 
absorb all amounts billed in e~cess~of the amount FERC permits the 
pipelines to recover through volumetric charges. 

99. parties to this proceeding have been on notice at least 
since we issued D.87-12-039 on December 9, 1981 that the allocation 
of take-or-pay costs would be an important issue to resolve in 
future ACAP proceedings. 

100. parties have also been on notice since April 12, 1989 
when SOCal's application was filed, that the company was requesting 
full recovery of all take-or-pay costs from its customers. 

101. socal has requested regulatory treatment which, in 
effect, assigns full responsibility for the economio and regulatory 
risks which gave rise to take-or-pay liability, and the 
consequential costs now being assessed, to its ratepayers. 

102. We agree with the FERC that no one segment of the 
industry appears responsible for the take-or-pay problem and that 
under the circumstances, all segments of the industry, including 
distributors such as soCal, shOUld share some portion of the burden 
necessary to resolve the problem. 

10l. Balancing and tracking accounts are always established 
for the eXplicit purpose of facilitating further rate adjustments, 
and often further review of the costs booked to such accounts. 

104. Market forces are likely to limit recovery of take-or-pay 
charges assessed through volumetric rates. 

105. As a result of their elections under the equitable 
sharing mechanism adopted by FERC, El paso and Transwestern will 
recover a maximum of 1st of their take-or-pay costs from their 
customers. 

106. If one assumes that socal's customers will be paying 50\ 
of EI Paso and Transwestern take-or-pay costs through volumetric 
surcharges and that these costs are passed through to SoCAI's 
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customers, then und~r all three proposals before us, SoC~l will 
recover at least 67\ of the take-or-pay costs passed through. to 
California from El Paso and Transwestern to SoCal. 

107. SoCal requests full recovery of the remaining direot 
billed amount which if granted would provide the company with 100\ 

recovery. 
lOS. Under the proposal of salmon/Hock, soCal would recover 

67\ of th~ take-or-pay costs billed to it, but would be r~quired to 
absorb the remaining 33\. 

109. If one assumes that Socal elects to absorb the full $1 of 
direct billed amounts for every $4 billed, then under ORA's 
proposal, SoCal would recover SO\ of direct billed amounts, but 
socal's customers would pay 93\ of all take-or-pay costs billed to 
california. The remaining 7\ represents the amount SoCal would 
absorb under these assumptions. 

110. socal's request would require all segments of th~ 
industry to share the costs of resolving the industry's take-or-pay 
problems, except SoCal and is inequitable under the circumstances. 

111. The proposal of salmon/Mock would require SOCal to absorb 
a greater percentage of tak~-or-pay costs than El paso or 
Transwestern and would also be inequitable. 

112. Although soCal received penefits from the changes in 
regulation of the gas industry including increased recovery of 
forecast costs included in base rates, and preservation of the 
company's market share, most of the savings obtained through 
reduced gas costs directly benefited socal's customers. 

113. The ORA recommendation for allocation of direct billed 
take-or-pay costs will provide socal with a.reasonable opportunity 
to recover take-or-pay costs and strikes a fair balance in 
allocating risks and costs between ratepayers and socal's 
shareholders. 
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114. El Paso Account 191 direot billed amounts are dependent 
upon the outcome of settlement negotiations in the EI Paso gen~ral 
rate case at the FERC. 

115. $49.2 million has been received by Socal from EI Paso as 
a result of the southland settlement. 

116. SOCal may receive substantial direct bills frOm El Paso 
and Transwestern during the ACAP period for recovery of Account 191 
balances. 

_117. socal has received a $36.8 million direot cr~dit with 
respect to th~ EI paso ·Hid~LOuisiana/RFX· proceeding. 

118. The CCA account is a balancing account which was 
established by the commission in 0.92854 as part of the 
demonstration solar finanoing prOgram. The purpose of the account 
is to reconcile authorized and eXpended costs for conservation 
related programs, and to allow recovery of reasonable conservation 
program costs. 

119. The Angelus litigation arose from the Commission 
authorized WFCP and was brought by eight contractors who installed 
residential conservation measures pursuant to socal's WFCP program. 

120. The contractors alleged various causes of ~otion against 
socal inoluding negligence, misrepresentation, conspiracy to 
monopolize, and conspiracy to prevent competition. 

121. Socal incurred approximately $3.86 million in legal fees 
and associated litigation costs related to the Angelus case and 
eventually settled the case by paying the plaintiffs $2.44 million. 

122. Litigation and settlement costs are included in AccOunts 
923 and 925 on a forecast basis in SOCal's general rate cases, and 
socal was authorized $10,811,000 for Account 923 and $6,749,000 for 
Account 925 in the company's test year 1985 general rate casal 

123. For a period of at least four years, from 1985 to 1988, 
socal booked conservation related claims eXpenses to base rate 
accounts. 
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1~4. Providing balancing account treatment for litigation and 
claims reduces, if not eliminates, any economic stake utilities 
have in claims and litigation. 

125. There generally are strong policy reasons for ensuring 
that utilities retain a significant economic stake in litigation. 
Retaining an economic stake in litigation provides a significant 
incentive for utilities to minimize claims, litigation, and legal 
eXpOsure by ensuring that companv practices, procedures, and 
employee conduct conform to laws, regulations, and prudent business 
practices. It also provides an incentive to evaluate claims, 
litigation strategies, and settlement options in a realistic 
manner, and to take a cost effective approach to litigation and 
settlement negotiations. Balancing account treatment serves none 
of these policy objectives. 

126. SoCal produces oil in connection with the operation of 
its Honor Rancho underground gas storage field. 

127. Prior to May 1, 1998, Commission decisions explicitly 
required SoCal to credit revenues received for ~il production 
incidental to operation of Socal's gas storage fields to the CAM 
balancing account. Through this mechanism oil revenues were used 
to offset revenue requirement for the benefit of socal's 
ratepayers. 

128. since May 1, 1988 socal has booked oil revenues to the 
Miscellaneous Revenues account which is a base rate account. 
Revenues booked to this account do not receive balancing account 
treatment and are not used to offset revenue requirement, e~cept on 
a forecast basis in each general rate case. 

129. since oil revenues were subject to balancing account 
treatment under the CAM procedure at the time of soCal's last 
general rate case, they were not taken into account in forecasting 
the Miscellaneous Revenues account. 
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130. SoCal and DRA have agreed to include all prospective 6il 
revenues on a forecast basis in Miscellaneous Revenues 
(above-the-line) in socal's test year 1990 general rate case. 

131. As a re~ult of accounting workshops held-to develop new 
accounting mechanisms to implement the Commission's restruotured 
regulatory program for the gas industry, DRA understood that oil 
revenues would be booked into the Other Revenue account that is 
part of the GFCA. A detailed accounting stipulation wa~ developed 
as a result of these workshops and was later submitted.to and' 
approved by the commission. 

132. To allow socal to book oil revenues to the Miscellaneous 
Revenue account would result in a direct transfer of revenue from 
ratepayers and a windfall for socal. 

133. socal's forecast of brokerage related costs of $1.494,000 
was developed from 1983 cost data and includes only procurement 
related costs. 

134. DRA reviewed data filed by socal in the company's 1990 
general rate case and estimates brokerage costs of $3,818,000, 
which includes $2,378,000 for procurement related costs, and 
$1,500,000 for marketing related costs. 

135. salmon/Mock estimates Socal's brokerage costs at 
$5.2 million. 

136. The CSA was established for the purpose of tracking the 
difference between the monthly average UEG rate and the otherwise 
applicable commercial or industrial cogeneration rate. 

137. SoCal has recorded $14.4 million In ·shortfalls· in its 
eSA. 

138. The balance in socal's cogeneration shortfall account is 
.primarily a consequen7e of unexpected dramatic inoreases in the 
recorded average monthly UEG rate which resulted from UEG fuel 
switching and curtailments. 

13~. The present CSA account balance does not reflect any real 
revenue shortfall. 
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140. SoCal's CSA has not worked as intended, And is not likely 
to work as intended under any reasonably foreseeable set of 
circumstances. 

141. SoCal has not adequately established when, or the extent 
to which EOR demand served through interutility transportation 
service bY socal will be reduced during the ACAP period through 
construction of new facilities by PG&E. 

142. Because PU code § 739.6 restricts our ability to provide 
com~rehensive solutions to cost allocation problems, there is a 
very real possibility that in remedying One perceived inequity, we 
may create or aggravate another. 

143. Long-term contracts socal negotiates generally provide 
additional revenue to offset socal's fi~ed costs •. 

144. Long-term contracts Long Beach and SDG&E may negotiate 
can have the same beneficial effects for socal that soCal's own 
long-term contracts have. 

145. There has been no evidence offered concerning the 
·long-term contracts that SDG&E and Long Beach may have signed, or 
the amount of any revenue shortfalls eXperienced by SDG&E or 
Long Beach as a result of such contracts. 

146. The majority of company use gas is incurred for 
transmission of gas and for gas storage operations and is therefore 
related to throughput. 

147. There has been no showing that the present method of 
allocating costs of socal transmission facilities to SDG&E has 
resulted in hardship or is inequitable within the meaning of PU 

code § 739.6. 
148. The service socal provides to Long Beach cannot be 

provided without the use of facilities located in public streets 
and rights of way spread throughout socal's service territory and 
as a consequence, at least some portion of the franchise fees SoCal 
pays to cities and counties throughout its service territory are 
incurred for the benefit of Long Beach • 

- 130 -



• 

• 

• 

A.S9-04-021, A.S9-05-006 ALJ/EWO/tcg 

149. The proposal Of CIG/CLFP to eliminate the commeroial and 
industrial demand charge would inorease risk to Socal, and would 
relieve commercial and industrial customers that fuel switch of 
cost responsibility for fixed costs assooiated with faoilities 
soCal maintains for their benefit when they ohoose to use gas. 

150. The 4-month winter and a-month summer seasons proposed by 
ORA for use in setting seasonally differentiated non-residential 
rates would allow rates to be designed that more closely match the 
incurrence of cost to meet peak winter demand and are ~he same 
currently used for developing seasonally differentiated noncore 
rates. 

151. When UEG gas throughput is low, the average UEG rate used 
in setting the cogeneration rate increases dramatically. This 
problem is particularly acute during periods of UEG curtailment, or 
economic fuel switching by UEG customers. 

152. h~en UEG rates rise sharply due to ourtailment or fuel 
switching, the impact on cogenerators is greatly reduced through 
the availability to cogenerators of the otherwise applicable 
commercial or industrial rate. 

153. We are not persuaded that the problem of variations in 
cogenerator gas rates due to changes in the average UEG rate is 
particularly significant. 

154. setting the cogeneration rate on the basis of total UEG 
gas and oil throughput would guarantee that the cogeneration rate 
would be below the UEG rate and would result in changes in the 
cogeneration rate completely unrelated to changes in the average 
UEG gas rate. 

155. There is no justification for oharging less than cost 
based rates for EOR customers in the absence of such a special 
contraot. 

156. proposals to (1) use recorded UEG throughput instead of 
forecast throughput for determining the UEG demand chargel (2) to 
replace the two tier UEG rate design with a single volumetric rate, 
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and (3) to increase the percentage of return on equity and ta~ 
costs allocated to the volumetric charge from the present 25\ to 
100\ would change the allocation Of risk assooiated with UEG 
throughput and would put socal at increased risk. -
_ 157. SDG&E UEG fuel switching 1~ likely to occur only during 

the peak winter months when ve also forecast UEG curtailment that 
will equal or exceed economic fuel switching. _ 

158. The findings, conclusions, and policy reasons supporting 
our decision to deny socal's request to amortize the balance in its 
eSA and to abolish the account apply equally to SDG&E. 

159. The findings, conclusions, and policy reasons supporting 
our decision to reject the recommendation to base socal's 
cogeneration transportation rate on total UEG oil and gas 
throughput apply equally to SDG&E. 

160. The carrying costs of gas in storage are seasonal costs. 
conclusions of LaW 

1. The issues raised by Long Beach concerning SoCal's tariff 
provisions governing curtailment are beyond the scope of this ACAP 
proceeding. 

2. The reasonableness of any_purchases of Elk Hills gas 
above the core WACOG should be considered in Soeal's annual 
reasonableness review and not in this ACAP. 

3. Elk Hills purchases do not meet the definition of 
transition costs established in D.87-12-039 and should not receive 
transition cost treatment on that basis. 

4. Whether the take-or-pay costs which socal seeks to 
recover were reasonably incurred is not at issue in this 
proceeding. 

5. Under the eommission'~ regulatory program for gas 
utilities, reason~bleness must be considered in annual utility 
reasonableness review proceedings. 

6. The ALJ was correct in striking SoCal testimony on the 
reasonableness review proceedings. 
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7. The only take-or-pay issues properly before the 
commission in this ACAP proceeding are issues related to the 
allocation of costs. 

8. utility. regulation is a substitute for free market 
competition, and although regulation has relieved utilities of 
substantial economic and competitive risks, it was never intended 
to relieve utilities of all o~ the risks inherent· in competitive or 
regulated markets. 

9. Risk is recognized in the rate setting process. 
10. Regulators are reqUired by law to set rates sO as to 

provide utilities with a reasonable opportunity to earn a r~turn 
commensurate with returns on investments with similar risks. 

11. The law does not guarantee that utilities will earn the 
return authorized, and certainly does not require utility 
ratepayers to shoulder 100 percent of the economic burden of 
unforeseen events. 

12. The manner in which utility rates are set generally 
contemplates that unforeseen events will, from time to time affect 
company earnings, and will sometimes cause earned return to fall 
below what was authorized. 

13. The rates of return granted utilities in each general 
rate case implicitly include allowances to compensate utilities for 
economic and regulatory risks, including unforeseen risks. 

14. Under the circumstances, we conclude that it would be 
inequitable to allocate all of the risks of the events which gave 
rise to the take-or-pay problem and all of the costs incurred as a 
result of these events to ratepayers while allocating none to 
Bocal's shareholders. 

15. FERC's decision approving take-or-pay costs eXplicitly 
provides for, and encourages, ~n equitable sharing of cOsts between 
local distribution companies, such as Bocal, and their customers. 

16. The FERC has not prescribed the methods by which this 
commission should allocate socal's take-or-pay costs. 
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17. There is no absolute entitlement to the collection of 
balances recorded in balancing on tracking accounts. 

18. Recovery of take-or-pay costs booked to the core and 
Noncore Fixed cos~ balancing accoun~s was eXplicitly made subject 
to future regulatory revie~ by the commission in D.01-12-039. 

19. We have not considered or determined the reasonableness 
of any take-or-pay costs socal may pass through to ratepayers under 
this decision. 

20. The options for direct billed take-or-pay recovery that 
DRA recommended will provide socal with a reasonablo opportunity to 
recover take-or-pay costs and strikes a fair balance in allocating 
risks and costs between socal ratepayers and shareholders. 

21. DRA's recommendation for allocation of direct billed 
take-or-pay costs is reasonable, equitable, and will he adopted. 

22. No undercollections will be forecast in either the 
EI paso or Transwestern Account 191. 

23. socal shall hOld Chevron/Southland credits in an interest 
bearing accounts for offset against possible future Account 191 
billings. 

24. SoCal shall hold Hid-Louisiana/RFX refunds in an interest 
bearing account for use as an offset against possible Account 191 
direct billings. 

25. We find no evidence of prior commission intent to include 
litigation and settlement costs in the CCA balancing account. 

26. Although in D.82-02-135 the commission did say that all 
eXpenses and revenues associated with the WFCP would be accounted 
for in the CCA, we interpret this to mean that the Commission 
considered the categories and accounts listed on p. 208 of the 
decision to encompass all of the costs that it considered properly 
associated with the WFCP program. 

27. Since litigation and settlement costs are not inoluded in 
the accounts listed in D.82-02-135, we concluded that these costs 
were intended by the Commission to continue to be recovered in the 
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unusual mann~r, i.e., on a forecast basis through the allowance for 
administrative and general eXpenses included in base rates. 

28. In implementing our new regulatory program, there was 
never any intent ~o change our eXisting practice of using oil 
revenues to offset other eXpenses. 

29. since, the treatment of oil revenues is a question of how 
the regulatory changes made last year should be interpreted, and 
not whether changes should be adopted now and applied 
retroactively, no retroactive ratemaking problem is inyolved. 

30. The accounting stipulation adopted by the Commission to 
implement the Commission's new gas program should be interpreted to 
require that oil revenues, which were subject to balancing account 
treatment under the CAM procedure, be credited to the GFCA under 
the new procedure. 

31. As required by D.89-02-082, storage banking revenue shall 
be credited to reduce the storage related costs allocated to 
nOncore customers. 

32. Forecast interutility revenue for service by soCal to 
PG&E of $0.8 million based upon forecast curtailment of 2,933 Hdth 
and throughput of 8,700 Mdth is reasonable and will be adopted. 

33. Exchange volume and revenue forecasts of $8.5 million and 
29,427 Hdth, respectively, based upon 488 Hdth Of_forecast 
curtailment for this service are reasonable and will be adopted. 

34. socal has excluded marketing related costs from its 
estimate of brokerage costs contrary to clear commission policy. 

35. Pending completion of a new study ot brokerage costs 
which includes related costs, it is reasonable to set an interim 
brokerage fee based upon brokerage costs of $3,878,000, which 
includes $2,378,000 tor procurement related costs, and $1,500,000 
for marketing related costs. 

36. It is reasonable to use the ratio implicit in DRA's 
recommended brokerage cost estimate (61\ procurement and 39\ 
marketing) in allocating the brokerage.related costs. It is 
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reasonable to allocate the procurement portion to non core 
transportation rates. It is reasonable to allocate 98.133\ of the 
marketing related costs to reduce core rates, and 1.661\ to reduce 
noncore transportatio~ rates. 

37. SoCal's estimate of brokerage costs is based upon 
outdated costs information, and is clearly incompleto. 

38. Although it is not entirely clear whether DRA has 
captured all costs in the guidelines specified in D.89-0~-094, 
ORA's overall estimate of $3,818,000 in brokerage related costs is 
a reasonable estimate for the ACAP period. 

39. It is reasonable to deny socal's request to amortize the 
balance in its CSA, and to abolish the account. 

40. Authorizing costs to be booked to a tracking account is 
no guarantee of futur~ recovery. 

41. Revenue requirement associated with company use and LOAF 
gas should be adjusted to reflect the effects of forecast 
curtailments on throughput. 

42. PU Code § 139.6 limits commission discretion to ~odify 
its e~isting methodoloqy for allocating gas company costs amonq the 
various customer classes. 

43. It is the clear intent of PU code § 139.7 to maintain the 
Commission's existing cost allocation practices, at least until 
January 1991. The commission is, however, extended latitude to 
modify existing practices in limited circumstances to remedy 
customer hardships and inequities provided that they can be 
eliminated without, on balance, adversely affecting residential 
ratepayers. 

44. Because of the restrictions contained in PU Code § 739.6, 
it is reasonable to maintain existing cost allocation polioies, 
unless we find a compelling reason for change that can be made 
consistent with the requirements of the statute. 

45. It is reasonable to allocate PGA over and 
undercollections to both core and core-elect customers. 
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46. It is rcasonab~e to allocate EOR overcollections on a 
forecast basis, on an equal percentage of -fixed cOst- revenues. 

41. It is reasonable to allocate the differanca between the 
revenues coqenerators will pay (paying the ave raga UEG rate) and 
the higher cost of serving cogeneration customers to the UEG and 
cogeneration classes. 

48. It is reasonable to allocate reasonably'incur~ed 
take-or-pay costs be recovered Under this decision to all customers 
without reducing the percentage allocated to UEG customers. 

49. It would not be appropriate to make interim rate changes 
on the basis of Socal1s A&G or LUAF cost studies prior to . 
determining their validity. 

50. until a showing is made concerning the long-term 
contracts signed by Long Beach and SDG&E and the ravenue shortfall 
eXperienced as a result of such contracts, it is reasonable to 
allocate a portion of SoCal's long-term contract shortfall to 
wholesale customers. 

51. Company use gas is currently allocated to customers on 
the basis of forecasted throughput, and it is reasonable to 
continue this allocation policy. 

52. It would be inequitable within the meaning of PU code 
§ 739.6 to allocate the carrying cost of gas to wholesale customers 
that store their own gas. 

53. Wholesale customers that· store their own gas can be given 
a credit for the carrying cost of gas they store without adversely 
affecting residential ratepayers. 

54. It is reasonable to give wholesale customers a c~edit for 
gas they store on their own account during the ACAP period. 

55. socal's proposed methodology of allocating the costs of 
socal1s transmission facilities to SDG&E is closer to the method 
previously used by the commission to allocate the cost of these 
facilities, is reasonable, and will be adopted. 
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56. SDG&E's proposal to change the manner in which various 
balancing-account balances are allocated from soCal to SDG&E is 
inconsistent with prior commission decisio~s which indicate our 
intent to treat wholesale core and nOncore load in· the same manner. 

57. It is reasonable to continue our existing ~ethod of 
allocating PITCO and POpCO demand charges, 

58. In the context of residential gas rates,· the policy 
objectives of (1) maintaining or increasing custom~r control over 
monthly utility bills through usage sensitive rate design, 
(2) maintaining an appropriate balance of risk between ratepayers 
and utilities under our new gas program, and (3) maintaining 
residential conservation incentives outweigh any benefits that 
might be achieved by increasing the customer charge to more closely 
match the fixed costs of providing residential service. 

59. DUe to concerns about the effects of rate design changes 
on residential customers' bills, we will reduc~ soCal's winter 
season baseline allowances consistent with our previously adopted 
three-phase program. 

60. In order to moderate customer impacts while still moving 
rapidly to reduce the differential between residential Tier I and 
Tier II rates, it is reasonable to increase both socal's Tier I and 

. . 
Tier II. 

61. The differences in the end use priority and alternate 
fuel capability of customers in the P2B and Other Industrial 
classes justifies continuation of separate P2B and other industrial 
rate schedules. 

62. DRA's proposed seasonal definitions for seasonally 
differentiated non-residential rates are reasonable and will be 
.adopted. 

63. We find no compelling reason to modify the existing 
demand/volumetric rate structure for commercial and industrial 
customers. 
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64. Changes in the methOd of calculating OF energy payments 
beyond the scope of this ACAP proceeding. 

65. until a more cOmpelling case for modification of. our 
cogeneration rate setting methodology is made, it is reasonable to 
Eet the cogeneration transportation rate on a lagged-recorded 
basis. 

66. In 0.81-12-039, we previously determined that the average 
UEG transportation rate uS2d in setting the cogen~ration rate 
should include the transmission charges for igniter fu~l. 

67. In the absence of a special contract, it is reasonable to 
require that EOR customers be required to pay a rate equivaient to 
the industrial default. 

68. No compelling reason has been offered to change the 
structure of the UEG rate design. 

69. It is reasonable to apply the core transportation rate to 
UEG igniter fuel in this proceeding. 

10. PU code § 739.5 requires that the master-meter discount 
be based upon the costs to master-meter customers of providing 
submeter service. 

71. WMA has failed to meet its burden of proof concerning the 
costs incurred by master-meter customers in providing submeter 
service in SoCal's service territory. 

72. until a more complete record is developed on the 
arguments Long Beach has raised concerning the alleged 
anti-competitive effect of SoCal's proposed wholesale volumetric 
rate, it is reasonable to set the wholesale volumetric rate charged 
Long Beach at the volume weighted average of the UEG Tier I and 
Tier II volumetric rates. 

73. ORA's forecasts of SOG&E residential, core commercial, 
and noncore customer classes tnroughput are reasonable and will be 
adopted. 

74. 212.4 HMth is a reasonable forecast of SDG&E 
cogeneration throughput and will be adopted. 

- 139 -



• 

• 

, 

A.89-04-021, A.89-05-006 ALJ/EWo/tcg 

75. A UEG throughput forecast for SDG&E of 305 KHth based 
upon SDG&E UEG demand of 384 KHth and curtailment of 19 HKth is 
reasonable and will be adopted. 

76. $2.19/KMBtu at the border.is a reasonablo forecast of 
SDG&E's core and non core WAeOG and will be adopted. 

77. The policy reasons, findings of fact, and conclusions of 
law supporting our decision to adopt DRA's approach to the 
allocation of take-or-pay costs direct billed to soe~l apply 
equally to SDG&E. 

78. Extending to SDG&E the options for direct billed 
take-or-pay cost recovery that DRA recommended for Socal will 
provide SDG&E with a reasonable opportunity to recover take-or-pay 
costs and strikes a fair balance in allocating risks and costs 
between SDG&E's ratepayers and shareholders. 

79. It is reasonable to deny SDG&E's request to amortize the 
balance in its eSA, and to abolish SDG&E's eSA. 

80. we find no reason to deviate from our established policy 
of allocating the carrying costs of gas in storage to the D2 demand 
charge in this decision. 

81. It is reasonable to reduce the seasonal differential in 
core commercial rates by one half in order to moderate the impact 
of wide seasonal variations in core commercial bills. 

82. The findings, conclusions, and policy reasons supporting 
our decision to continue to base SoCal's cogeneration 
transportation rate on the basis of the lagged recorded average UEG 
rate apply equally to SDG&E. 

83. It is reasonable to continue to set SDG&E's cogeneration 
transportation rate On the basis of the lagged recorded average UEG 
rate • 

. 84. We find no reason to deViate from our established policy 
of including igniter fuel in the average UEG rate used to set the 
cogeneration transportation rate. 
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85. It is reasonable to increase SOG&E's averaqe rate for 
liquified-natural gas (LNG) service to the Borrego area by 10\. 

86. We find no need to require utilities to provide any 
additional inform~tion in ACAP proceedings concerning gas utility 
portfolio construction or management at this time. 

87. suggested changes in operational guidelines for gas 
utilities are beyond the scope of ACAP proceedings ~nd should be 
addressed in a separate proceeding initiated for the purpose of 
reviewing the relevant tariff rules. 

S8. The updated information provided by socal and SOG&E is of 
a noncontroversial and readily verifiable nature and as a 
consequence, we will receive the updqtes in evidence. 

89. TURN has demonstrated significant financial hardship 
within the meaning of Rules 76.52(f), 75.53, and 76.54(a) as 
revised in D.85-06-126, and is found eligible for compensation. 

ORDER 

IT IS OPJDXRED that: 
1. Take-or-pay payments previously made by southern 

california Gas company (soCal) to pacific Offshore production 
company and reflected in SoCal's c9st Adjustment Mechanism account, 
shall be adjusted to reflect the actual payments authorized by the 
Federal Energy Regulatory commission (FERC). 

2. within 20 days of the date of issuance of this proposed 
decision, socal shall file comments indicating the rate treatment 
it selects for recovery of direct billed take-or-pay costs and 
proposed rate changes to implement consistent with the company's 
selection of the ratemaking options provided herein. 

3. socal shall hold Chevron/Southland credits in an interest 
hearing accounts for offset against possible future Account 191 
billings. 
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4. soCal shall hold Mid-Louisiana/RFX refunds in an interest 
bearing account for use as an offset against possible Account 191 
direct billings. 

5. As required by 0.89-02-0S2, storage banking reservation 
fees shall be credited to reduce the storage related costs 
allocated to noncore customers. 

6. socal shall prepare a new cost study of brOkerage related 
costs, consistent with the guidelines contained in 0.89-09-094, for 
con~ideration in socal's next ACAP. 

7. Wholesale customers shall be entitled to olaim a credit 
for the cost of gas stored by the wholesale customer during the 
ACAP period and may claim this credit in socal's next ACAP 
proceeding. 

s. The updated infQrmation provided by socal and San Diego 
Gas and Electric Company (SDG&E) is of a noncontroversial and 
readily verifiable nature and as a consequence, the updates are in 
evidence • 

9. The requests of Toward utility Rate Normalization and 
southern california utility Power Pool and the Imperial Irrigation 
District to require additional updated information from socal are 
denied. 

10. The motion of southern california Edison company 
requesting interim rate relief is denied. 

11. socal's motion to strike portions of the opening brief of 
Long Beach is denied. 

12. This proceeding is continued to a subsequent phase to 
consider the following issues which have been deferredt 
(1) soCals' Administrative and General and Lost and Unaccounted for 
gas cost allocation studies, and changes in cost allocations 
resulting from these studiesl (2) whether cogenerators that do not 
meet FERC efficiency standards set forth in section 292.205 of 
Title 18 of the Code of Federal Regulations should be entitled to 
UEG-parity gas rates under PU code § 454.41 and (3) whether the 
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cogeneration gas linitatiQn should be calculated on the basis of 
incremental energy rates·or incremental heat rates. 

13. Concurrent ~ith the is~uance ~f this decision, southern 
California Gas Company (socal) shall file, in accordance with 
General Order (GO) 96-A, tariff changes vhich implement the rate 
changes adopted in this proceeding, and which are shown in 
Appendix c to this decision, using the revenue requirement 
presented in Appendix B. Tariff changes will be effectiVe. 
February 1, 1989. 

14,- Concurrent ~ith the issuance of this decision, san Diego 
Gas and Electric conpany (SDG&E) shall file, in accordance with GO 
96-A, tariff changes '-'hieh implement the rate changes Cldopted in 
this proceeding, and which are shown in Appendix E to this 
decision, using the revenue requirement presented in Appendix D. 
Tariff changes vill be effective February 1, 1989. 

This ~rder is effectiVe today. 
Dated JAN 9 1990 , at san Francisco, California. 

G. MITCHELL WILK 
President 

FREDERICK R. DODA 
JOHN B. OHANIAN -
PATRICIA M. ECKERT 

Commissioners 

commissioner stanley W. Hulett, 
being necessarily absent, did 
not participate. 

I CERnlFY THAT nus DfCfSION 
WAS APPROVED OY THE ABOve 

COMMISSIONH<S TODAY. _ 

W~i;;~~'t; 
V/ESl£Y fR,\NKlfN, A(fiog Ex~(vt:'(e D:rHlor 
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TABLE 1 

SOUTHERN CALIFORNIA GAS COMPANY 
ADOPTED GAS DEMAllD & DELIVERIES 

Forecast Periodl October 1, 1989 to Septemb~r 30, 1990 

Page 1 

~~~~=~~~:============================================.~================== 

THROUGHPUT TYPE GAS DEMAND 
(Mdth) 

=====================================================~c============~==== 

Residential 
Commercial Core 
Commercial Non-Core 
Industrial Core 
ARIMA forecast 
Industrial Non-Core 
Retail UEG 
Regular cOgeneration 
EOR cogeneration 
EOR S-teamflood 
company use 
Unaccounted for 
Long Beach - Wholesale 
San Diego ~ wholesale 
o~scount adjustnent 

303,093.0 
76,448.0 
20,000.0 
23,422.0 
16,000.0 
70,000.0 

188,386.0 
72,967.0 

121,984.0 
38,714.0 
a, 032.8-

11,182.5 
28,523.0 

109,128.8 
5,678.3 

Total Sales and Transport1,093,559.4 Mdth 

Exchange 
In~erutility transport 

29,915.() 
11,633.0 

=========================================== 

- TOTAL GAS DEMAND 

system capacity 
supplies from PG&E 

.. 
1,135,107.4 Mdth 

1,000,587.2 
.71,758.2 

AVAILABLE SUPPLIES 1,072,345.4 Mdth 

AVERAGE YEAR CURTAILMENTS 62,762.0 Mdth 

=========================================== 
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SOUTHERN CALIFORNIA GAS COMPANY 
ADOPTED DEMAND by CUSTOMER CLASS 

Page 2 

Forecast Period: October I, 1989 to sept~mbot· 30, 1990 

==~=====~====~====================================~a~=================== 

SCHEDULE AND 
CATEGORY 

PRIO- UttADJUSTED DISCOUNT 
RITY DEMAND ADJUSTMENT 

(Mdth) (Hdth) 

CURT
hltMENT 

(Mdth) 

DISCOUNT 
ADJUSTED 

DEMAND 
(Mdth) 

=====~==~===========~====================~=========UK~================== 

Residential demand 303,093.0 lO3,O93.0 

commercial GN-10C P-l 72,954.3 12,954.3 
Coomercial GN-20C P-2A 3,340.8 3,340.8 
Corunercial GN-20T P-2A 152.9 152.9 
Comnercial GN-20C P-2B 18.0 18.0 
Commercial GN-30N P-2B 1,352.0 113.9 1,465.9 
Commercial GN-30T P-2B 39.0 3.2 41.2 
coomercial GN-30N P-3A 3,401.6 3,407.6 
Conm.ercial GN-30T P-3A 1,014.2 1,014.2 
conmercial GN-50C P-3A 831.8 831.8 
Conmercial GN-50N P-3A 4,210.2 4,210.2 
commercial GN-50T P-3A 3,531.6 3,531.6 
Commercial GN-50T(L)P-3A 4,115.3 4,115.3 
Commercial GN-30e P-3B 874.0 814.0 
Commercial GN-30N P-3B 12,418.0 787.5 13,265.5 
Commercial GN-30T P-3B 860.0 54.3 914.3 
Commercial GN-30C P-4 304.0 304.0 
Commercial GN-30N P-4 4,038.0 254.9 4,292.8 
Commercial GN-30T P-4 38.0 2.4 40.4 

----------------------------------------------
Total Commercial demand 113,558.8 1,216.1 0.0 114,774.~ 

Industrial GN-10e P-1 23,398.6 23,398.6 
Industrial GN-20e P-2A 14,833.6 14,833.6 
Industrial GN-2QT P-2A 1,166.4 1,166.4 
Industrial GN-20C P-2B 133.0 133.0 
Industrial GN-20C P-2B 119.0 119.0 
Industrial GN-20T P-2B 23.4 23.4 
Industrial GN-30N P-2B 9,130.0 819.9 10,549.9 
Ind1lstrial GN-30T p-2B 2,135.0 179.9 2,314.9 
Industrial GN-30T(L)P-2B 35.0 35.0 
IndUstrial GN-30N P-3A 3,590.0 3,590.0 
Industrial GN-lOT P-3A 10,762.6 10,762.6 
Industrial GN-30T(L)P-3A 802.6 802.6 
Industrial GN-50C P-3A 145.9 145.9 
IndUstrial GN-50N P-3A 4,246.7 4,246.7 
Industrial GN-50T P-3A 27,121.8 27,121.8 
Industrial GN-50T(L)P-3A 9,186.5 9,186.5 
EOR Cogen GN-40N P-3A 7,300.0 1,300.0 
EOR CogEm GN-40T P-3A 1,360.0 1,360.0 
EOR Cogen GN-40L P-3A 113,32'4.0 113,324.0 
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TABLE 2 (cont'd) 

SOUTHERN CALIFORNIA GAS COMPANY 
ADOPTED DEMAND by CUSTOMER CLASS 

Forecast Periodt october 1, 1989 to September 30, 1990 

~========~==============~==============================================~ 

SCHEDULE AND 
CATEGORY 

PRIOR UNADJUSTED DISCOUNT 
ITY DEMAND ADJUSTMENT 

CURT
AIUfENT 

_ (Kdth) 

DISCOUNT 
ADJUSTED 

DEMAND 
(Mdth) 

(Mdth) (Mdth) 

=============================================================~========== 

Industrial 
Industrial 
Industrial 
Industrial 
Industrial 
Industrial 
Industrial 
EOR Steam 
EOR Steam 
EOR Steam 

GN-JOe P-38 
GN-30N P-38 
GN-JOT P-J8 
GN-30T(L)P-J8 
GN-JON P-4 
GN-JOT P-4 
GN-30T(L) P-4 
GN-40N P-5 
GN-40T P-5 
GN-40T(L) P-5 

Total Industrial demand 

UEG sales 
UEG trans 
UEG Noncore 
UEG S-Term 
UEG L-Term 
UEG Noncore 
UEG S-Term 
UEG L-Term 

GN-60C 
GN-60T 
GN-60N 
GN-60T 
GN-60T(L) 
GN-60N 
GN-60T 
GN-60N(L) 

P-2A 
p-2A 

P-3 
P-3 
P-3 
P-5 
P-5 
P-5 

Total UEG demand 

Exchange w/other util P-l 
Onshore Cal. exch. P-1 
Offshore P.Point exch P-1 
Onshore cal. exch. p-2A 
Offshore P.Point exchP-2A 
Onshore Cal. exch. P-2B 
Offshore P.Point eXchP-2B 
Onshore cal. exch. P-3A 
Offshore p.point exchP-3A 
Onshore Cal. exch. P-38 
Offshore p.Point exchP-3B 
Onshore cal. exch. P-4 
Offshore p.Point exch P-~ 
Onshore cal. exch. P-5 
Offshore P.Point exch P-5 

Total Exchange demand 

919.0 
28,175.0 
18,620.0 
J,227.0 
3,640.0 
2,898.0 

469.0 
J,650.0 
5,285.0 

29,779.0 

1,778.1 
1,175.1 

229.7 
182.9 

(921. 5) 
(1,334.3) 
(7,518.1) 

819.0 
29,953.1 
19,795.1 
3,227.0 
3,869.7 
3,080.9 

469.0 
2,728.5 
3,950.7 

22,260.9 
----------------------------------------------

325,976.2 

736.0 
2,064.0 

33,671.8 
9,792.8 

0.0 
105,809.1 
36,312.4 

0.0 

188,386.0 

2,128.0 
185.0 
345.0 

1,147.0 
1,791.0 

553.0 
906.0 

5,002.0 
6,115.0 
5,li4l.0 
1,794.0 
2,244.0 

127.0 
627.0 

1,3~8.0 

29,915.0 

4,365.6 (9,773.8) J20,568.0 

736.0 
2,064.0 

33,671.8 
9,792.8 

(26,712.8) 
(9,167.5) 

0.0 

0.0 (35,880.3) 

0.0 

(158.3) 
(330.2) 

(488.5) 

0.0 
79,096.3 
27,144.!) 

0.0 

152,505.7 

2,128.0 
185.0 
345.0 

1,~47.0 
1,791. 0 

553.0 
906.0 

5,002.0 
6,115.0 
5,64l.0 
1,794.0 
2,244.0 

127.0 
468.7 
977.8 

29,426~5 
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TABLE 2 (cont'd) 

SOUTHERN CALIFORNIA GAS COMPANY 
ADOPTED DEMAND by CUSTOMER CLASS 

Forecast Periodz October 1, 1989 to september 30, 1990 

====~==============~==============~==~==~======:========~=============== 

SCHEDULE AND 
CATEGORY 

PRIOR UNADJUSTED DISCOUNT 
ITY DEMAND ADJUSTMENT 

CURT
AILMENT 

_ (Mdth) 

DISCOUNT 
ADJUSTED 

DEMAND 
(Mdth) 

(Mdth) (Mdth) 

~======================================================================= 

Fuel use - injection 
Fuel use - mainline 
Misc. company use 
Kisc. company use 

Total company use 

Unaccounted for 

P-l 
P-l 
P-l 

P-2A 

P-l 

TOTAL RETAIL DEMAND 

LBeach sales S-T TRN 
LBeach co use S-T TRN 
LBeach unacct S-T TRN 

P-l 
P-l 
P-l 
P-1 Less! own supply 

LBeach sales S-T TRN 
LBeach S-T TRN 
LBeach S-T TRN 
LBeach reg S-T TRN 
LBeach S-T TRN 
LBeach UEG S-T 

Total Long Beach 

SDG&E sales S-T TRN 
SDG&E co use S-T TRN 
SDG&E una.cct S-T TRN 
SDG&E sales S-T TRN 
SDG&E IGN S-T TRN 
SDG&E S-T TRN 
SDG&E S-T TRN 
SDG&E UEG S-T TRN 
SDG&E UEG S-T TRN 

Total san Diego 

P-2A 
P-2B 
P-JA 
P-3B 

P-4 
P-5 

P-1 
P-1 
P-1 

P-2A 
P-2A 
P-3B 
P-3A 

P-5 
P-38 

TOl'AL WHOLESALE DEMAND 

INTERUTILTY DEMAND P-5 

1,811.7 
5,485.6 

656.3 
73.2 

(101.0) 
(304.8) 
(36.5) 
(4.1) 

1,725.8 
5,208.4 

62).2 
69.5 

----------------------------------------------8,0)2.8 40.4 

11,182.5 56.2 

(446.4) 

(621.4) 

7,626.8 

10,617.3 
============~================================= 

980,144.) 

9,016.0 
12.0 

~30.0 
4,98~.0 

753.0 
110.0 
24.0 

3,712.0 
1,162.() 

18,287.0 

5,678.) (47,210.4) 938,612.2 

9,016.0 
12.0 

330.0 
4,883.0 

75).0 
110.0 
24.0 

3,712.0 
1,162.0 

13,670.2 
----------------------------------------------28,523.0 

42,396.4 
140.3 

1,080.5 
794.9-
163.0 

8,744.2 
17,5)5.5 
31,325.0 
6,949.0 

0.0 (4,616.8) 

(10.3) 
(79. ~) 

(7,909.4) 

23,906.2 

42,)96.4 
130.0 

1,001.3 
794.9 
163.0 

8,744.2 
17,535.5 
23,416.6 
6,949.0 

------------~---------------------------------109,128.8 0.0 (7,997.9) 101,130.9 
=====================~======================== 

137,651. S 

11,633.0 

0.0 (12,614.6) 125,037.1 

8,696.1 
======================:=~====~=============;============================ 

TOTAL DEMAND 1,129,429.1 5,678.3 (62,762.0)1,072,345.4 
===========================================:============================ 



• 

• 

• 

APPENDIX B 

TABLE 3 

SOUTHERN CALIFORNIA GAS COMPANY 
ADOPTED DEMAND by PRIORITY RANKING 

Page 5 

Forecast Period: October 1, 1~89 to septembor 30, 1990 

====================================================e===============~=== 

PRIORITY 
UNADJUSTED DISCOUNT 

DEMAND ADJUSTMENT 
(Kdth) (Mdth) 

CURT
AILMENT 

. (ttdth) 

DISCOUNT 
ADJUSTED 

DEMAND 
(Kdth) 

========================================~==============~================ 

p-1 
P-2A 
P-2B 
p-3 

P-JA 
P-3B 

P-4 
P-5 

469,338.2 
27,015.8 
15,152.4 
43,464.6 

230,576.5 
84,946.2 
14,920.0 

244,015.4 

96.2 
0.4 

1,117.0 
0.0 
0.0 

3,794.9 
669.1) 

0.0 

(1,153.2) 
(4.1) 

(61,604.7) 

468,281.2 
27,012.1 
25,013.6 
43;464.6 

247,044.1 
79,996.9 
15,589.8 

165,943.1 
=====:===~=~~======================================================~==== 

TOTAL DEMAND 1,129,429.1 5,678.3 (62,762.0)1,072,345.4 

=================~=================================:=================== 

Note: P-l and P-2A curtailments reflect the reduction in "company use 
and unaccounted for" gas as a consequence of adopted P-5 
curtailments • 
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SOUTHERN CALIFORNIA GAS COMPAN~ 
AOOPl'ED DEMAND by PORTFOLIO CLASS 

Forecast period: October 1, 1989 to september 30, 1990 

======================================================~=~=============== 

PRIORITY DISCOUNT ADJ. DEMAlm 
(Mdth) 

====================================~==========~======================== 

CORE & CORE-ELECT PORTFOLIO DEMAND 

Residential demand 

commercial GN-tOC P-1 
Industrial GN-10C P-1 

Non-Residential demand 

Commercial GN-20C 
Industrial GN-20C 
commercial GN-20C 
Industrial GN-20C 

Non-Residential demand 

Industrial GN-20C 
commercial GN-30C 
Industrial GN-30C 
commercial GN-30C 

P-2A 
P-2A 
P-2B 
P-2B 

P-2B 
P-3B 
P-3B 
P-4 

Regular Commercial & Industrial 

UEG sales GN-60C 
UEG trans GN-60C 

Retail UEG demand 

P-2A 
P-2A 

Commercial GN-SOC P-3A 
Industrial GN-SOC P-3A 

Regular cogeneration demand 

subtotal 

company use . 
Unaccounted for 

demand 

303,093.0 

72,954~3 
23,398.6 

96,352.9 

3,340.8 
14,833.6 

18.0 
133.0 

18,325.4 

119.0 
874.0 
819.0 
304.0 

2,116.0 

736.0 
2,064.0 

2,800.0 

831.8 
145.9 

977.8 
------------

423,665.0 

5,167.4 
7,193.5 

------------------------------------------------------------------------
TOTAL CORE &: CORE-EI,ECT PORTFOLIO DEMAND 436,025.9 

------------------------------------------------------------------------
NON-CORE PORTFOLIO DEMAND 

Commeroial GN-30N 
Industrial GN-30N 

P-2B 
P-2B 

1,465.9 
10,549.9 
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SOUTHERN CALIFORNIA GAS COMPANY 
ADOPTED DEMAND by PORTFOLIO CLASS 

Forecast periodt October 1, 1989 to September 30, 1990 

=======~================================================================ 

PRIORI'l',{ DISCOUNT ADJ. DEMAND 
(Mdth) 

====================================~=================================== 

commercial GN-30N 
Industrial GN-JON 
Commercial GN-30N 
IndUstrial GN-3~N 

P-3B 
P-3B 
P-4 
P-4 

Regular Commercial , Industrial demand 

UEG Noncore GN-60N 
UEG Noncore GN-60N 

Retail UEG demand 

P-3 
P-5 

Commercial GN-30N P-3A 
commercial GN-50N P-lA 
Industrial GN-30N P-JA 
Industrial GN-50N P-JA 

Regular cogeneration demand 

EOR - cogeneration P-lA 

EOR - steamflood 

subtotal 

company use 
Unaccounted for 

P-5 

TOTAL NON-CORE PORTFOLIO DEMAND 

SHORT-TERM TRANSPORT DEMAND 

commeroial GN-20T 
Industrial GN-20T 
Industrial GN-20T 

P-2A 
P-2A 
P-2B 

Non-Residential demand 

Industrial GN-JOT 
Commercial GN-JOT 
commercial GN-30T 
Industrial GN-30T 
Commercial GN-30T 
Industrial GN-30T 

Regular Commercial , 

P-2B 
P-2B 
P-3B 
P-3B 
P-4 
P-4 

Industrial demand 

13,265.5 
29,953.1 
4,292.8 
3,869.7 

33,671.8 
79,096.3 

3,407.6 
4,210.2 
3,590.0 
4,246.7 

152.9 
1,166.4 

23.4 

2,314.9 
41.2 

914.3 
19,795.1 

40.4 
3,080.9 

63,397.0 

112,768.1 

15,454.4 

7,300.0 

2,728.5 

201,647.9 

2,459.5 
3,423.8 

207,531. 2 

1,342.7 

26,186.8 
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SOUTHERN CALIFORNIA GAS COMPANY 
AOOPI'ED DEMAND by PORTFOLIO CLASS 

Forecast PeriodS October 1, 1989 to septembor 30, 1990 

=====================================================u~================= 

PRIORITY DISCOUNT ADJ. DEMAND 
(Hdth) 

===================================================~"a~=====~~~========= 

UEG S-Term GN-60T p-l 9,792.8 
UEG S-Term GN-60T p-s 27,144.9 

Retail UEG demand 36,937.6 

CO!'!'1!!ercial GN-lOT P-3A 1,014.2 
Industrial GN-JOT P-3A 10,762.6 
commercial GN-50T P-lA 3,531.6 
Industrial GN-SOT P-3A 27,121.8 

Regular cogeneration demand 42,430.3 

EOR - cogeneration P-JA 1,360.0 

EOR - steamtlood. P-5 3,950.7 

SDG&E IGN S-T TRN P-2A 163.0 
SDG&E UEG S-T TRN P-5 23,416.6 
SDG&E UEG S-T TRN P-3B 6,949.0 

SDG&E Wholesale UEG 30,528.6 

SDG&E sales S-T TRN P-1 42,396.4 
SDG&E sales S-T TRN P-2A 794.9 
SDG&E S-T TRN P-lB 8,744.2 
SDG&E S-T TRN P-JA 17,535.5 

SDG&E Wholesale NON-UEG 69,471.0 

SDG&E co use S-T TRN P-1 IJO.O 
SDG&E unacct S-T TRN P-1 1,001.3 

SDG&E company use , unaccounted for 1,131.3 

LBeach UEG S-T P-5 13,670.2 

LBeach sales S-T TRN P-1 9,016.0 
LessS own supply P-l 4,883.0 

LBea.ch sales S-T TRN P-2A 753.0 
LBeach S-T TRN P-2B 116.0 
LBeach S-T TRN P-3A 24.0 
LBea.ch reg S-T TRN P-3B 3,712.0 
LBea.ch S-T TRN P-04 1,162.0 

Long Beach Wholesale NON-UEG 9,894.0 
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SOUTHERN CALIFORNIA GAS COMPAN~ 
ADOPTED DEMAND by PORTFOLIO CLASS 

Forecast Periodt October 1, 1989 to Septemb~r 30, 1990 

=======================================================~================ 

PRIORIT~ DISCOUNT ADJ. DEMAND 
(Hdth) 

=====================================================_U~================ 

LBeach co use S-T TRN P-1 
LBeach unacct S-T TRN P-1 

Long Beach company use & unaccounted tor 

TOTAL SHORT-TERM TRANSPORT DEMAND 

LONG-TERM TRANSPORT DEMAND 
--------------------------
Industrial GN-30T(L) P-28 
Industrial GN-30T(L) P-38 
Industrial GN-30T(L) P-4 

Regular Commercial & Industrial demand 

UEG trans GN-60T(L) P-2A 
UEG L-Term GN-60T(L) P-3 
UEG L-Term GN-60T(L) P-5 

Retail UEG demand 

Industrial GN-30T(L) P-3A 
Commercial GN-50T(L) P-3A 
Industrial GN-50T(L) P-3A 

Regular cogeneration demand 

SDG&E IGN S-T TRN P-2A 
SDG&E UEG S-T TRN P-5 
SDG&E UEG S-T TRN P-3B 

SOO&E Wholesale UEG 

SDG&E sales S-T TRN P-l 
SDG&E sales S-T TRN P-2A 
SDG&E S-T TRN P-3B 
SDG&E S-T TRN P-3A 

SDG&E Wholesale NON-UEG 

SDG&E co use S-T TRN P-1 
SDG&E unacct S-T TRN P-1 

SDG&E company use & unaccounted tor 

---------------------

12.0 
330.0 

35.0 
3,227.0 

469.0 

0.0 
0.0 
0.0 

802.6 
4,115.3 
9,186.5 

0.0 
0.0 
0.0 

0.0 
0.0 
0.0 
0.0 

0.0 
0.0 

342.0 

237,245.3 

3,731.0 

0.0 

14,104.5 

0.0 

0.0 

0.0 

Notes Adopted demand tor SDG&E is retlected in "short-term transport" 
as adopted in ALJ Halcolm's proposed Decision in Order Instituting 
Rulemaking (OIR) 88-0S-018. 
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SOUTHERN CALIFORNIA GAS COMPAN~ 
AOOPTED DEMAND by PORTFOLIO CLASS 

Forecast Periodl october 1, 1989 to september 30, 1990 

========~=======~=================================================~===== 

PRIORITY DISCOUNT ADJ. DEMAND 
(Mdth) 

========================================~=========================:===== 

EOR - cogeneration 

EOR - steamflood 

P-3A 

P-5 

TOTAL LONG-TERM TRANSPORT DEMAND 

EXCHANGE DEMAND 

Exchange w/other util P-l 
Onshore cal. exch. P-1 
Offshore p.Polnt exch P-1 

Non-Residential demand 

Onshore cal. exch. P-2A 
Offshore p.point exch P-2A 

Non-Residential demand 

Onshore cal. exch. 
Offshore p.point exch 
Onshore Cal. exch. 
Offshore p.point exch 
Onshore cal. exch. 
Offshore P.point exch 

P-28 
P-2B 
P-3B 
P-3B 
P-4 
P-4 

Regular commercial & Industrial demand 

Onshore cal. exch. P-3A 
offshore P.Point exch P-3A 

Regular and EOR cogeneration demand 

Onshore cal. exch. 
offshore p.point exch 

EOR - steamflood 

TOTAL EXCHANGE DEMAND 

p-s 
P-5 

2,128.0 
185.0 
345.0 

1,147.0 
1,791. 0 

553.0 
906.0 

5,643.0 
1,794.0 
2,244.0 

121.0 

5,002.0 
6,115.0 

468.7 
977.8 

113,324.0 

22,260.9 

153,420.4 

2,658.0 

2,938.0 

11,267.0 

11,117.0 

1,446.5 

29,426.5 
------------------------------------------------------------------------

INTERUTILIT~ TRANSPORT P-5 8,696.1 
=============-==================:========~============================== 

TOTAL DEMAND 1,072,345.4 

======================================================================~= 



• 

• 

• 

APPENDIX 8 

TABLE 5 

page 11 

SOUTHERN CALIFORNIA GAS COMPANY 
ADOPTED COSTS 

Forecast Periodl october 1, 1989 to September 30, 1990 

=====================================~================================== 

VOWMES 
(Mdth) 

PRICE 
($/dth) 

COSTS 
(OOO's of $) 

a======================================================================= 

Core & Core-Elect supplies 

Elk Hills 
Kisc. california purchases 
Direct purchases - SW USA 
POPCO - Hondo Tiers 1 & 2 
PITCO - Pan Alberta Tier 1 
PITCO - Pan Alberta Tier 2 
Federal offshore 
Core to Non-core Adj. 
Short-term purchases 
MPO Transition Cost Adj. 

10,361 
50,132 

254,814 
11,391 
50,126 
33,417 
4,241 

(38,622) 
59,551 

Adj. core/Core-elect pur 435,411 
Core & Core-elect WACOG 

storage 

storage withdrawl 
storage Injection 

Net storage 

Non-Core supplies 

76,457 
(75,842) 

615 

Non-core purchases & WACOG 207,531 

pipeline Demand Charges (fixed) 

El paso 
Transwestern 
PITCO - pan Alberta 
POPCO - Hondo 

PIOC - pitas point 12,142 

2.3647 
2.5044 
2.4210 
2.6500 
2.3340 
2.2367 
3.4178 
2.3647 
2.2215 

2.3647 

2.3647 
2.3647 

2.2014 

24,500.7 
125,550.6 
616,905.9 

30,186.2 
116,993.2 

74,'143.8 
14,495.0 

(91,329.1) 
132,292.0 
(14,719.2) 

180,798.3 
(179,344.0) 

74,316.4 
73,661.0 

105,504.0 
36,571.0 

1,029,618.5 

1,454.3 

456,863.4 

290,052.4 

35,437.0 
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TABLE 5 (cont'd) 

SOUTHERN CALIFORNIA GAS COMPANY 
ADOPTED COSTS 

Page 12 

Forecast Period: october 1, 1989 to September 30, 1990 

=====================================================================~== 

VOWHES 
(Kdth) 

PRICE 
($/dth) 

COSTS 
(OOO's of $) 

==================================================o=c=================~= 

Transition costs 

Direct bills: 
El PasO Liquids 
Take-or-pay 
FERC Account 191 
southland/Chevron 

subtotal 
MPO Transition Cost Adj. 
Excess PUrch. Gas Costs (carried over from 1988 

Balancing/Tracking accounts 

Core PUrchased Gas Account (CPGA) 

Other Core accounts I 
Core Fixed Cost Account (CrCA) 
Core Implementation Account (CIA) 
Conservation Cost Adjustment (CCA) 
Enhanced oil Recovery Account (EORA) 

Non-Core accounts: 
Negotiated Revenue stability Account (NRSA) 
Enhanced oil Recovery Account (EORA) 
Noncore Implementation Account (NIA) 
Minimum purchase Obligation (MPO) 
pipeline Demand Charges (POC) 
Noncore Transition Cost Account (NTCA) 
cogeneration shortfall Account (CSA) 
carrying Cost of storage 
Take-or-pay 
Fixed cost Acct. (NFCA) Karg. shortfall 
conservation Cost Adjustment (CCA) 

54,250.0 
30,668.0 

0.0 
0.0 

84,918.0 
14,719.2 

0.0 

5,215.7 
(39,043.5) 
(66,612.0) 

99,637.2 

152,890.0 

(25,119.0) (125,558.8) 

(1,956.0). 
(8,744.0) 

(41,911.0) 
6,764.0 

(20,491. 0) 
2,639.0 

0.0 
(2,219.0) 
34,044.0 
(1,811.9) 

(14,721.9) (48,307.7) 
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SOUTHERN CALIFORNIA GAS COMPANY 
ADOPTED COSTS 

Page 13 

Forecast periodl october 1, 198~ to September lO, 1~90 

=================================:========~=========a=================== 

VOWHES 
(Mdth) 

PRICE 
($/dth) 

COSTS 
(OOO's of $) 

=====================================~========~====u==================== 

company use and Unaccounted for 

core company Use 
Core Unaccounted For 

Total 

Non-core company Use 
Non-core Unaccounted For 

Total 

5,161 
1,193 

12,361 

2,459 
3,424 

5,883 

2.3120 
2.3120 

2.3UO 
2.3120 

11,941.2 
16,631.1 

5,686.4 
7t~16.0 

28,578.9 

==~~zz_=======================~========================================= 
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TABLE 6 

SOUTHERN CALIFORNIA GAS COMPANY 
ADOPTED PORTFOLIO PRICES 

Page 14 

Forecast Periodl October 1, 1989 to september 30, 199~ 

========~==================================~=======~==================== 

VOWMES 
(Mdth) 

COSTS 
(OO~'s of $) 

=======:============================~======~=====;===~=============~==== 

Core' core-elect Portfolio 

Adj. Core & core-elect purchases 
Net storage 

435,411 1,029,618.5 
615 1,454.l 

core & Core-elect portfolio deoand 436,026 
Lesst company use & unaccounted for 12,361 
Add I Core PUrchased Gas Account (CPGA) 

subtotal 
Add I FF&U at 1.864\ 

1,031,072.7 
28,578.9 

152,890.0 

1,155,383.9 
21,536.4 

=================================:======~=============================== 

CORE & CORE-ELECT SALES 423,665 1,176,920.2 

CORE & CORE-ELECT PORTFOLIO PRICE $2.7779 /dth 

=~====================================================================== 

Non-Core Portfolio 

Non-core porfolio demand 
LesSI company use & unaccounted for 
Add! pitas Point 

subtotal 
Add: FF&U at 

subtotal 
Adds Brokerage fees 
LesSI Pitas point 

1. 864\ 

207,531 
5,883 

456,86l.4 
13,602.4 
35,437.0 

478,697.9 
8,922.9 

487,626.9 
3,956.3 

35,437.0 
=============s=~======~====================================~============ 

NON-CORE PORTFOLIO SALES 

NON-CORE PORTFOLIO PRICE ($/dth) 

201,648 456,1l4.1 

$2.2620 /dth 

======================================================================== 
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TABLE 7 

SOUTHERN CALIFORNIA GAS COMPANY 
ADOPTED REVENUE REQUIREMENTS 

Forecast Period. October 1, 1989 to September 30, 1990 

==========================================================;============= 
AMOUNTS 

(000' s of $) 
=========================================~============================== 

PROCUREMENT REVENUE REQUIREMENT 

Total core Procurement Revenue 
Total Non-core procurement Revenue 

TOTAL PROCUREMENT REVENUE REQUIREMENT 

TRANSMISSION REVENUE REQUIREMENT 

Auth. gas margin (less brokerage fees) (TO be 
Common distribution 
Demand related transmission 
Demand related storage 
CUstomer related 
commodity related 
50\ Adninistrative , General 
Brokerage fee adjustment 

pipeline demand charges 
Add: FF&U at 1.8640\ 

Transition costs 
Add: FF&U at 

Net [OR adjustment 

1.8640\ 

CAM balancing accounts 
Long-term contract adjustment 
CCA revenue requirement 
carrying cost of storage 

. Other Core Balancing/tracking accounts 
Non-Core Balanoing/tracking accounts 
Add: FF&U at 1.8640\ 

core company use and unaccounted for gas 
Non-Core company use and unaccounted f6r gas 
Addl FF&U at 1.8640\ 

storage banking 
Interutility transportation revenues 
Exchange revenues 

TOTAL TRANSMISSION REVENUE REQUIREMENT 

1,176,9~0.2 
4~6, 134.1 

1,633,054.4 

adopted in A.88-12-047) 
343,93"1.0 
96,222.0 

115,938.0 
585,304.0 

10.0 
110,381. 0 

(2,456.3) 

290,052.4 
5,406.6 

99,637.2 
1,857.2 

(125,558.8) 
(48, .)07.7) 
(3,240.9) 

28,578.9 
13,602,4 

786.3 

1,249,335.7 

295,459.0 

.101,494.5 
0.0 
0.0 
0.0 

23,910.0 
6,458.2 

(177,107.4) 

42,967.6 
(1,040.0) 
7,987.8 

(8,702.4) 

1,540,762.9 
======================================================================== 

NET REVENUE REQUIREMENT 3,173,817.3 
============~=;=============================================~~========== 

(end of appendix b) 
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APPENDIX D 

SAN DIEGO GAS & ELECTRIC COMPANY 
Forecast Periodt Octobar 1, 1989 to Soptembor 30, 1990 

TABLE 1 

ADOPTED GAS DELIVERIES 
============================~=~========~~====== 

THROUGHPUT TYPE GAS DELIVERIES 
(Mdth) 

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

Residential 
Commercial COre 
Commercial Non-Core 
Ratail UEG 
coqenaration 
company use 
Unaccounted for 

TOTAL GAS DELIVERIES 

32,484-.0 
10,707.3 
8,744.2 

30,528.6 
17,535.5 

130.0 
1,001. 3 

101,130.9 Kdth 
==============================~========~~~===== 

TABLE 2 

ADOPTED GAS DELIVERIES by CUSTOMER CLASS 
=============================================== 
CUSTOMER CLASS 

Residential deliveries 
Residential deliveries 

Com.l'lercial GN-IC 
Commercial GN-2C 
Commercial GN-2ST 
comm/Ind GTCGC 
Comm/Ind GTCGNC 
Comm/Ilid GTCGST 
Cornm/Ind GTNCC 
Comm/Ind GTNCNC 
Comm/lnd GTNCST 

PRIORITY GAS DELIVERIES 
(Mdth) 

32,292.0 
192.0 

P-I 9,911.8 
P-2A 674.0 
P-l 121.5 

P-3A 100.0 
P-3A 15,791.4 
P-3A 1,644.1 
P-3B 29&.1 
P-3B 8,276.2 
P-3B 169.9 

-----------
Total Comm/Ind deliveries 36,987.0 

UEG sales GPNC P-2A 163.0 
UEG sales GPNC p-s 23,416.6 
UEG sales GPNC P-3B 6,949.0 

-----------
Total UEG deliVeries 30,528.6 

company use P-1 130.0 
Unaccounted for P-l 1,001. 3 
-----------------------------------------------
TOTAL GAS DELIVERIES 101,130.9 Mdth 
===~=========================================== 
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A.89-05-006 APPENDIX 0 

SAN DIEGO GAS & ELECTRIC COMPANY 
Forecast Period I October 1, 1989 to septembor 30, 1990 

TABLE 3 

ADOPTED DELIVERIES by PRIORITV RANKING 
================================~============== 

PRIORITY GAs DELIVERIES 
(Hdth) 

-----------------------------------------------
P-l 

P-2A 
P-2B 
P-3A 
P-3B 

P-5 

TOTAL GAS DELIVERIES 

43,648 .• 6 
837.0 

0.0 
17,535.5 
15,693.2 
23,416.6 

101,130.9 Hdth 
======~====================~=~================= 

TABLE 4 

ADOPTED DELIVERIES by PORTFOLIO CLASS 
=============================================== 

GAS DELIVERIES 
(Hdth) 

CORE , CORE-ELECT PORTFOLIO DELIVERIES 

Residential 
Commeroial 
commeroial 
Commjlnd 
commjlnd 

deliveries 
GN-1C 
GN-2C 
GTNCC 
GTCGC 

subtotal 
company use 
Unaccounted for 

TOTAL 

NOH-CORE PORTFOLIO DELIVERIES 

CommjInd 
CommjInd 
UEG sales 
UEG sales 
UEG sales 

GTCGNC 
GTNCNC 
GPNC 
GPNC 
GPNC 

subtotal 
Company use 
Unaccounted tor 

TOTAL 

32,292.0 
9,911.8 

674.0 
298.1 
100.0 

43,275.9 
57.5 

442.7 

43,776.1 Mdth 

15,791.4 
8,276.2 

163.0 
23,416.6 
6,949.0 

54,596.3 
72.5 

558.6 

55,227.3 Mdth 
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A.89-05-006 APPENDIX 0 

SAN DIEGO cJAS &, ELECTRIC COMPANY 
Forecast periOd I October 1, 1989 to septembor 30, 1990 

TABLE " (cont'd) 

ADOPTED DELIVERIES by PORTF6LIO cLAsS 
-----------------------------------------------

GAS DELIVERIES 
(Kdth) 

_______________________________________ w ______ _ 

SHORT-TERM TRANSPORT 

Residential deliveries 
commercial GN-2ST 
comm/Ind GTCGST 
C6mm/Ind GTNCST 

TOTAL 

19~.O 
121.5 

1,644.1 
169.9 

2,127.5 Mdth 

~=====================================~c======= 

TOTAL GAS DELIVERIES 101,130.9 Hdth 
======================================uc======= 
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SAN DIEGO GAS & ELECTRIC COMPANY 
For~cast periOdI October 1, 1989 to Septembor 30, 1990 

TABLE 5 

ADOPTED COSTS 
====~==============================================~=.=============~==== 

VOWMES 
(Mdth) 

PRICE 
($/dth) 

COSTS 
(OOO's of $) 

====:====~===============~==========================Dac==~============== 

Core & Core-Elect Supplies 

Core/Core-e.lect purchase 
Core & Core-elect WACOG 

Non-Core supplies 

Non-core purchases & WACOG 

43,776 
2.2014 

55,227 2.2014 

SDG&E's Balancing/Tracking accounts (adjusted) 

Core Purchased Gas Account (CPGA) 

other Core accounts: 
Core Fixed cost Account (CFCA) 
Core Implempntation Account (CIA) 

Non-Core accountst 
Negotiated Revenue stability Account (NRSA) 
Enhanced oil Recovery Account (EORA) 
Noncore Implementation Account (NIA) 
Minimum PUrchase obligation (HPO) 
Pipeline Demand charges (PDC) 
Noncore Transition Cost Account (NTCA) 
cogeneration shortfall Account (CSA) 
carrying Cost of storage 
Take-or-pay 
Fixed cost Acct. (NFCA) Marg. shortfall 

(1,874.6) 
(4,090.3) 

(1,276.3) 
0.0 

(6,348.9) 
0.0 
0.0 

1,277.8 
0.0 
0.0 
0.0 
0.0 

socal's Balancing/Tracking account"!i allocated to SDG&E 
------------------------------------------------------

Non-core accounts! 
Negotiated Revenue stability Account (NRSA) 
Enhanced Oil Recovery Account (EORA) 
Noncore Implementation Account (NIA) 
l~lnimum PUrchase Obligation (HPO) 
Pipeline Demand Charges (PDC) 
Noncore Transition Cost Account (NTCA) 
cogeneration shortfall Account (CSA) 
carrying cost of storage 
Take-or-pay 
Fixed Cost Acct. (NFCA) Marg. shortfall 

(435.0) 
(1,444.0) 

0.0 
1,585.0 

(5,720.0) 
618.0 

0.0 
(888.0) 

6,382.0 
(425.0) 

96,368.7 

121,577.5 

2,492.0 

(5,964.9) 

(6,347.3) 

(327.0) 
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SAN DIEGO GAS , ELECTRIC COMPANY 
Fo~ecast periodl October 1. 1~89 to September 30, 1990 

TABLE 5 (cont'd) 

ADOPTED COSTS 
===================================~========~======~=====~========~==~== 

VOWMES 
(Mdth) 

PRIC~ 
($/dth) 

COSTS 
(OOO/S of $) 

=========~========================================================:===== 

company use and Unaccounted for 

Core company Use 
Co~e Unaccounted For 

Total 

Non-core company Use 
Non-core Unaccounted For 

Total 

57 
443 

500 

73 
559 

631 

2.2014 
2.2014 

2.2014 
2.2014 

126.5 
974.6 

159.6 
1,229.6 

1,101. 2 

1,389.2 

=========:=========:====================================~====~========== 
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SAN DIEGO GAS & ELECTRIC COMPANY 
Forecast Perioda October 1, 1989 to september 30, 1990 

TABLE 6 

ADOPTED pORTFOLIO PRICES 
~==================================================~D=================== 

VOWHES 
(Hdth) 

COSTS 
(OOO's of $) 

===================================================~-~============:===== 

Core , Core-elect portfolio 

Core & core-elect purchases 
Less: company use & unaccounted for 
Add: Core Purchased Gas Account (CPGA) 

subtotal 
Add: FF&U at 2.490\ 

43,776 
500 

96,368.7 
1,101.2 
2,492.0 

97,759.5 
2,434.2 

===================================================:==================== 
CORE & CORE-ELECT SALES 43,276 100,193.8 

CORE & CORE-ELECT PORTFOLIO PRICE $~.3152 /dth 

=========:======~======================================================= 

Non-Core Portfolio 

Non-core porfolio demand 
Less! company use & unaccounted for 

subtotal 
Addt FF&U at 

subtotal 

2.490\ 

55,227 
631 

121,577.5 
1,389.2 

120,188.2 
2,992.7 

123,180.9 
=======================~======:=====================================~=== 

NON-CORE PORTFOLIO SALES 

NON-CORE PORTFOLIO PRICE ($/dth) 

54,596 123,180.9 

$2.2562 /dth 

======================================================================== 
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SAN DIEGO GAS & ELECTRIC COMPANV 
Forecast Period. October 1, 1989 to septembor 30, 1990 

TABLE 1 

ADOPTED REVENUE REQUIREMENTS 
================~====================================e=~================ 

AMOUNTS 
(000' s of $) 

===================================================~.a================== 
PROCUREMENT REVENUE REQUIREMENT 

Total Core Procurement Revenue 
Total Non-core Procurement Revenue 

TOTAL PROCUREMENT REVENUE REQUIREMENT 

TRANSMISSION REVENUE REQUIREMENT 
------------------------------------
SDG&E's authorized gas margin! 

Common distribution 
Demand related transmission 
Demand related storage -
CUstomer related 
Commodity related 
50\ Administrative & General 

carrying cost of storage 

other Core Balancing/tracking accounts 
Non-Core Balancing/tracking accounts 
Add: FF&U at 2.4900\ 

Core company use and unaccounted for gas 
Non-core Company use and unaccounted for gas 
Adds FF&U at 2.4900\ 

Net LIRA revenues 

Miscellaneous revenue adjustment 

100,193.3 
123,180.9 

- _____ w. _____ _ 

43,119.5 
8,855.6 

569.5 
66,190.1 
1,544.1 
9,859.0 

(5,964.9) 
(6,341.3) 

223,314.7 

130,139.0 

1,009.0 

(306.6) (12,618.8) 

1,101. 2 
1,389.2 

62.0 2,552.4 

168.0 

(3,152.0) 

SDG&E's F&U on socal costs allocated to SDG&E's retail 1,223.0 

Socal's authorized gas margin allocated to SDG&E: 
Common distribution 
Demand relat~d transmission 
Demand related storage 
customer related 
Commodity related 
50\ Administrative & General 

0.0 
11,832~() 
13,110.0 
1,03~.0 

1.0 
2,346.0 28,328.0 
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SAN DIEGO GAS & ELECTRIC COMPANY 
Forecast period, October 1, 1989 to septembor 30, 1990 

TABLE 7 (cont'd) 

ADOPTED REVENUE REOUIREKENTS 
========~====================~===~=============~======================== 

AMOUNTS 
(OOO's of $) 

=====:===================~======================~.~===================== 

other socal costs allocated to SDG&E: 
Pip~line demand charges 
carrying cost of storag~ 
company use 
unaccounted for 
Net long-term shortfall 
Net long-term contract v/soCal 
storage Banking 
Adjustment tor uncollectibles 
Transition costs 
Net EOR adjustment 
Non-Core Balancing/tracking accounts 
Interutility transportation revenues 

. Exchange revenues 

TOTAL TRANSMISSION REVENUE REQUIREMENT 

36,331.0 
730.0 

1,795.0 
2,498.0 

973.0 
(5,517.0) 

(409.0) 
(265.0) 

9,886.0 
(1,992.0) 

(:)27.0) 
9a2.0 

(1,010.0) 

191,263.7 
======~================================~============================== 

NET REVENUE REQUIREMENT $414,638.4 
======================================~============================:==== 

(end of appendix d) 
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