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Decision 90-11-079 NOVEMBER 21, 1990
BEFORE THE PUBLIC UTILITIES COMMISSION OF THE_STATE OF CALIFORNIA

In the Matter of the Application of ' N @] s
Pacific Gas and Electric Company for . _ 2
authority to revise its gas rates Agflication 89-08-024
and tariffs effective april 1, 1990 (Filed August 15, 1989)
in its Annual Cost Allocation

Proceeding.

ORDER MODIFYING AND DENYING REHEARING OF DECISION 90-04-021

Applications for rehearing of Decision (D.) 90-04-021
have been filed by Pacific Gas and Electic Company (PG&E), Toward
Utility Rate Normalization (TURN), and thé Canadian Producer
Group (CPG). Reésponses to these applications have been filed by
PGLE and our Division of Ratepayér Advocates (DRA). PG&E has
also filed a petition for modification of the decision, to which

DRA has filed a response. We have considered all of the
allegations raised in the applications for rehearing, and have
determined that insufficient grounds for granting rehéaring have
been shown. However, we will clarify several aspects of the
decision in the discussion which follows. 1In addition, we will
make certain modifications to the decision in accordance with the
petition filed by PGAE.

Applications for Rehearing

We first address PG&E’s challenge to our treatment of
take-or-pay costs. 1In D.90-04-021, we adopted the aproach we had
used in the prior Southern California Gas Company (SoCal) ACAP
(annual cost adjustment proceeding) decision, D.90-01-015. This
approach was based on the alternative allocation mechanisms the
Federal Energy Regulatory Comnission (FERC) adopted in its Order
No. 500. 1In the SoCal decision, we présented a detailed analysis
of thé approach we adopted. PGEE challenged our approach in the
SoCal proceeding, and we denied its application for réhearing.
PG4E did not seek judicial review of the SoCal decision. PG&E
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has presented no new arguments here, and we conclude its
arguments havé no merit, ‘

Secondly, TURN and CPG arguée that the decision
unlawfully bases adoption of the commodity raté for pPacifioc Gas
Transmission (PGT)-Canadian gas on a FERC decision which was
issued after the closée of the record in this ACAP proceeding.
Our use of this decision, they argue, is unlawful because while
the FERC order authorizéd not only an increase in the commodity
chargé, but also a corrésponding decrease in the demand charges,
consistent with an earlier FERC order (Order 256) which was
applicable to the later FERC case, our decision only authorized
an increase in the commodity charge.

We do not find these arguments persuasive. Thé
decision doés not rést its determination that $2.07/bth is a more
appropriate figure than $1.90/Dth (the figuré adopteéd by the
ALJ‘’s proposed décision) solely on the FERC decision. PG&E had
proposed a Canadian border figure of $2.04, which bécomes $2.07
when delivered at the California side. We affirm our

deternination that $2.07 represents an updated *rates in effect”

approach.

We note, however, that there is disagreeméent bétween
the parties on the impact of this rate change on révenue
requirement, in terms of the way the discount, balancing, and
tracking mechanisms will work or not work to even things out in
PG&4E'’S néxt ACAP. We will monitor this issue, and urge the
parties to present téstimony in PG4E’s next ACAP proceeding on 1)
the inpact of FERC Order 256 on PGT’s and PG&E’s commodity rates
and demand charges, and how that impact affects PG&E’s ability to
recover or overrecover its revenue requirement, and 2) how we
should address that impact in the ACAP.

TURN further argues that the decision erronéously
adopts PG&E’s assumption of cold yéar supply shortages which
would result in curtailments on PG4E’s systen of over 7 Bef
during the winter period, which assumption was challenged by TURN
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in direct testimony and its opéning brief. TURN also alleges
that thé Qecision’s failure to address this issue in either the
text or findings is a violation of public Utilities cCode Section
1705, since this is a material issue in térms of ultimate cost
allocation.

In our view, the record on the history of the last two
winters does not support TURN’s position that no cold year supply
curtailments should be expected this winter. PG&E’'s systenm has
experienced curtailments during the last two winters because of
decreased supply from the El Paso systenm which coincided with
increased demand in california caused by very cold temperatures.
It would be imprudent for us not to assume that the same could
casily happen this winter. We will add a finding addressing this
point.

TURN presents several additional arguments challenging
the Commission’s adopted figures on intérutility throughput
volumes and rates, and the démand forécast of gas use at Southern
california Edison Company’s Coolwater generating station. TURN
has shown no legal error in the figures adopted, and we will not
alter them. However, we will delete the sentence beginning at
the bottom of page 52 and continuing on page 53, as it does not
comport with the figure we have adopted on interutility
throughput volunes.

Petition for Modification

pursuant to Rule 43 of the Commission’s Rules of
Practice and Procedure, PG&E filed a petition for modification
which purports to correct several conputational errors which
appeared in appendixes B and C to D.S0- -04-021. The specific
errors and proposed corrections are attachéd to PG&4E’s Petition
for Modification as Appendix A and similarly attached to this
decision (See Appendix A). PGLE alleges that the proposed
corréctions reflect the provisions of D.90-04-021 and established
Commission policy. The proposed corrections would increase
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PGLE’s gas transportation revenue requireément of $1.403 billion
by approximately $28 million.

DRA filed a protest to PGLE’s petition. DRA
acknowledges that ”the corrections proposed by PG4E in this
proceeding appear propeéer”, but protésts the petition beécause
similar computational errors in PG&4E’s General Rate Case (GRC)
decision (D.) 89-12-057 havé not heen corrected. DRA argues that
becausé the corrections of computational errors in thé GRC
decision would result in a lowering of PG&LE’s revenué
requirement, equity requires that the errors in D.87-12-057 be
made at the same time as the ACAP corrections.

PGLE replies to DRA’s protest stating that it makes no
sense either procedurally or substantively to resolve probléms
from the GRC in the ACAP proceeding. PGLE stated it would file a
petition for modification in its GRC to take care of several
computational errors.

We agree with PG4E that this is not the appropriate
forum to address GRC modifications. However, we also issue today
a decision on the GRC petition for modification}! thus theé issue
has becone moot. Since neither DRA nor any other party disputes
the computational modifications regquested in this ACAP petition,
we will adopt theé computational corrections to D.90-04-021 as set
forth in Appendix A to this decision.

IT IS ORDERED that D.90-04-021 is modified as follows:

1. The senteénce beginning at the bottom of page 52 and
continuing on page 53 is deleted.

2. New Finding of Fact 138 is added to read:

"in llght of the fact that PG4E’s system has
experienced curtailments during the last two
winters due to reduced supply from the El
Paso systen whlch coincided with increased
demand in California caused by very cold
temperaturés, we adopt PG&E’s assumption of a
supply shortagé under cold temperature
cond1t10ns whlch will result in curtailments
during the winter period.”
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3. The computational érrors identified in PG&E’s
petition for modification of D.90-04-021 aré corrected in

Appendix A which is attachéd to today’s order.
IT IS FURTHER ORDERED that rehearing of D.90-04-021, as

nodified herein, is denied.
This order is éffective today.
Dated November 21, 199D, at San Francisco, California.

G. MITCHELL WILX
President
STANLEY W. HULETT
JOHN B. OHANIAN
PATRICIA M: ECKERT
Commissioners

comnissionér Frederick R. Duda,
béing necessarily absént, did not
participate.

| CERTIFY THAT THIS DECISION
WAS APPROVED BY iHE ABOVE
COMMISSIONLRS TODAY
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Revenue Reguirerent - The GEDA cost contained in the
decision does not include forecasted test period costs, it
onl¥ reflects the balancing account balance. Thé GEDA test
period éxpenses aré $27.5 million as shown in Exhibit )
(pages 7-16). This anount should be added to the GEDA
balancing account balance of $26.394 rillion as shown in
PGLE’s updated balancing account balances (Appendix D in
PGLE’s Conments on the Proposed bDéecision in A 89-09-024).
Hovever, Decision No. 88121 provideées that the total GEDA
expense recovered in oné year cannot exceéd $50 million.
therefore, the GEDA cost should equal $50 million.

Revenue Requirement - Thé CFA Debt Servicé and Expense (CFA)
test period cost and balancing account balance contained in
the decision aré incorréect. The CFA forécasteéed tost should
be $5.423 pmidlion. Theé CFA balancing account should bé
~$4.678 million (Comparison Exhibit, Part 2).

Revenue Requireneént - The Co?eneration Shortfall Account
(CSAZ balancé of $1.009 million is contained in the révenue
reguirenéent; however, thé décision ordered that thé anmount

should not be recovered in ratés at this time (pagée 81).
The decision also incorrectly reférred to thé balance as
being égual to $.465 million instead of $1.009 million.

- Revénue Requirérent - The LIRA ALG éxpénse éstinmate
contained in the révenue requirément is equal to $1.961
million: However, in thé decision thé forécast is stated as
being equal to $1.4 nillion for the test period (pages 75-
76). In Part 2 of thé Joint Comparison Exhibit, both PGLE
and DRA foreécasted $1.961 million for LIRA éxpénses
(Appendix C, page 2 of PG&E’s comnents on the proposeéd
decision).

Revénué Reéquirenent - The Pilot Banking Résérvation Feeé
Account (PBRFA) balanceée is éxcluded from thé révénueé
requirenent. This éxclusion is consistent with PGLE’S
proposal{ howevér, thé Conmission should éxplicitly adopt
PG&E’s proposal, as stated in Exhibit 1, Chapter 9, page 9-
8, to reéefund this balance directly to all noncoré customers,
éxcluding coré-élect customérs. (Appéndix C, page 3 of
PGLE’s connents on the proposed decision).

Cost Allocation - According to thé decision, Franchiseé Fees
& Uncolléctiblés (FFiU) is allocatéd on avérage yéar annual
throughput. This allocation should bé baséd on pércént of
révenués. Thé basé FF&U éxpénse should be allocated to
custonér classés based on éequal percent of basé revénues
(éxcept that no uncolléctibles aré allocated to the
wholesalé class). Thé non-basé FF&U éxpénsé should beé
allocated baséd on équal pércent of non-basé révénueées by
class (eéxcept that no uncolleéctiblés aré allocatéd to
wvholesalé). This allocation treatment is consistent with
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both DRA’s and PGSE’s proposed method for allocating FFeU
expenses in this ACAP and thé CPUC’s adopted method for all

prior ACAP cases.

Coré Rate Table (Appendix C, Table 25) - The Commission
adopted PGLE’s proposed G-NGV1 and G-NGV2 rateées (page 77):
however, the rates containéd in thé decision do not refleéect
PGLE’s proposals. The rates contained in the decision are
identical for both schedules. Instead, the rates should
differ by the cost of comfression vhich is equal to $1.11610
per therm (Comparison Exhibit, Part 2}.

Brokerage Fees - The decision shows thréee aiffereént
brokerage fee rates for coré-eléct, noncoré, and wholesale
‘custoners (Appendix B, Table 6}, Howevér, under Comnission
rulings, the brokéragée fee for all threé customer classes
should be equal. In Decision No. 89-09-094, thé Commission
stated that "the brokeragée fée shall bé calculatéd by
dividing the total PGLE noncoré marketing and procurénent
expense...by the total adjusted noncore sales forecast
adopted by the conmission...(Appendix A, paragraph 3).

Thus, using the total adjusted noncoreé throughput of 295,166
Mdth and the total noncore marketing and procurément éxpeénse
of $11.232 million as adopted by the Commission in Décision
No. 90-04-021, the corréct brokeéragé feé for thé coré-elect,
noncore, and wholésale custonér classés should be

$0.0381/Dth.

Procurenent Rates - Interdépartméntal usé of 98 Mdth is
incorrectly assigned to core sales. Insteéad, it should be
assigned to core-elect sales (Appendix B, Table 4).

Procurénént Rates - Thé wholesalé procurémént rate should beé
revised to refléct only thé franchise feée éxpénse .
(Conparison Exhibit, Part 2).

(END OF APPENDIX A)




