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San Dlego Gas & Electric cOmpany (SDG&E) ceeks author;ty :

to increase its gas revenue requlrement by approxlmately SB‘

million per year to implement and conduct a-newsnatural- gas»veh;clehq

(NGV) program; to create an adjustment clause (1nclud1ng a

—

balancing account) to: prov:de a; mechan; mlror tundzng and xev;ew&nq~7

M -...‘

NGV proqran costs; and to recover thls lncreased revenue'* L w>'7fg

requirement in rate changes ordered colnc1den::w1th ather rate
changes arising from SDG&E’s future annual cost’ allocat;on*“*T‘:

proceedings. SDG&E proposes to fund the NGV:program by- allocatzng,xf
all costs to all customer classes-on~a uniform -cents-per-therm-— -

basis.

The Division of Ratepayer Advocates’ (DRA), Toward Utility
Rate Normalization (TURN), and the City of San Diego (the City)

oppose, in varying degrees, parts of SDG&E’s proposal. Pacific Gas
and Electric Company (PG&E) supports the propcsal. Public hearings

wara hald and briefs filed.
1.___SDGXE’3s NGV Proqram

SDG&E witnesses testified that SDG&E’s NGV program has
three primary elements: NGV marketing programs, infrastructure
development, and SDG&E fleet use of NGVs. The NGV marketing
programs are designed to serve as a bridge to NGV
commercialization, with one primary focus being demonstrations with
target fleet customers and introduction of new NGV technology. An
effective communications and education program will accompany the
demonstrations. A second focal point is provision of emissions
data and technical information to air quality regulators and
lawmakers as they adopt requlations and policies that will promote
or require the use of low-emission fuels. Compressed natural gas
(CNG) infrastructure development includes the establishment of CNG
conversion/maintenance centers and working with conversion
ecuipment manufacturers on complying with California Air Resources
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Board (CARB) regulat;ons for attermerket conversion or venzcle
SDGSE proposes to faczl;tate, but not’ dlrectly provxde tnese‘4“””“"“
serv;ces., SDG&E w1ll however, deslgn, construct ‘and malntaln CNG?“
refuellng statlon s, to act as ‘the brrdge in’ CNG refuel;ng station’
development., SDG&E will work d;rectly with oxl companzes and 1arge*”
fleet customers to construct statlons through 1995, at which-time~ -
it plans to phase out CNG station construction. Lastly, SDG&E wrll“*
expand zts own rleet use or NGVs and its own CNG rerueling ‘station
znfrestructure. 'SDG&E wmll test new NGVs ‘within its fleet’ prlor o
customer demonstratlons, and will use eNG to reduce conventzonal i
transportatlon fuel expenses wh;le improv;ng arr qualmty. L
SDG&E's target merket for NGVs :ueled by CNG are”transit”
buses, school buses, med;um and’ llght-duty commercial truck and van*'
fleets, and government fleets. Em;ss;ons regulatlons-that o
efrectxvely lxm;t the use of fuels such as diesel;" or that” requlre
the use of alternate ruels,,are the reasons why moot or these o
vehicles are in the target market category. -
englnes are berng produced for many of those categories or" fleet
vohiclos and domonutratlon runds are evailablo rrom state and-
federal agencles. SDG&E's fleet ot pxckup trucks and serviCe vans
is part of this tazrget merket. ‘ Lol e Enn T e
Longer term markets are passenger automob;les and heavy—
duty trucks. On-board storago or CNG currently poses a problem ror
both these market segments, but that can be overcome in the' fature-
if or;g;nal equipment manuracturers (OEM) are requlrod to produce
alternete ruel vehlcles. In add;t;on, publlc CNG* refueling -
stations must be w;dely avexlable prior to CNG” being used by‘the
market segments. Thus, the focus of SDG&E’s NGV‘program is’ rleet T
vehicles, school and public transit buses through the 19907s5.>" 7
SDG&E's NGV marketxng programs include’ demonstratron of
converted NGVs to fleet operators, adminmstering aconversion
anentrve program, negot;atlng with' automotlve ‘manufacturers to-
make NGVs commercially available, and coerdinating efforts with'’
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SDG&E’s reseaxch department to demonstrate new NGV technology

Extenszve market research wlll be undertaken to provmde converszon’f

o, e

funding and. Perrorm demonstratlons ror fleet customers that are““'*
nost . llkely to permunently lncorporate NGVs lnto thelr fleets. The‘

conversion. lncentlve program Wlll prov;de prlme NGV candldates w;th

funding. for. 75% of a. convers;on or the lncremental cost on an OEM ””J

NGV.

Il e

SDG&E w;ll also work closely with state and federal

Calzfornla Energy Comm;sszon CCEC) By 1992 SDG&E plans to

provide CNG reruel;ng for those local governnent and school pus 7

fleets. that receive CEC funding for the purchase of natural ‘gas~

powered trucks, vans, and school buses.ﬂ Extensrve commnnlcatlons
and educatlonal efforts will be undertaken to ensure that fleet
operators. throughout SDG&E serV1ce terrltory are aware of _‘
demonstratlon programs evarlable to them, and that they learn about
the air quality and economic benerlts or CNG. use. . ,

-The budqet for a two-year NGV program ls estlmated at ;;
$6,761, 000.

is estimated at $1,357,000 by the end of 1992, with $515, 500 from

transit and school buses and $819,350 from fleet vehlcles. The T
estlmates for all NGVs assume that customers wlll not convert to
CNG use without financial assistance rrom the utlllty and/or a

state or. rederal agency. Thus, CNG revenues are low—due to llmited

funds for. demonstration vehlcles. However, by the mld to late'

'1990'5 when. regulatlons requlre fleet operators to use clean :uels, i

CNG . revenues. are antrcrpeted to rncrease substantlally, wlth many
local fleets choosing to use CNG after partlclpatlnq ln 1
demonstratlon NGV programs.

~ The. w;tnesses testlfled thet the Clty does not currently
have a CNG conyerSLon/malntenance :ac;llty, and SDG&E does net
propose.to. provmde these serv;ces.x However, SDG&E plans to Vo

introduce the ‘conversion concept, to local servzce establlshments -
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and facilitate-the: opening. of twe ‘CNG. conversion/maintenance . ..
centers by the end of 1991. Through the California NGV, cOathlon
(Coalition), SDG&E will also work with conversion -equipment..
manufacturers - that want to serve:the California.market.. -The.
Coalition will assist those manufacturers -in understanding and e
meeting the standards that ' CARB sets: for CNG conversion equlpment-xixﬁm
Although the:conversion market will: be. replaced over t.x:na.byNGVe
produced directly by the auteomotive industry, the conversion.and.
maintenance infrastructure is part of the.bridge to w1despreadwuse
of low-emission NGVs. This portion of-the CNG. infrastructure
establishment”is anticipated to. cost no more than-$400,000.0ver a.
two-yeaxr period.- B A A TR T SR ey LT VIR

The witnesses. stated. that: SDG&E: currently has: two CNG e
refueling- stations (one in operation and-one under construqt;qn)érquw_
for its own fleet- use. SDG&E proposes to'build five more-stations. |
that will be primarily for SDG&E: fleet use, but also-be available. . .-
to other fleet operators for the: purpose:of.testing: the use of CNG. N
Funding for these saven stations is.included-in SDG&E's cap;tal S
budget as part of corporate plant additions. - SDG&E. proposes-to ... . .
build 27 additional CNG stations:on-customer property. by. theqend of
1995, including six.that wzllnbe‘placedmat,retall.gasollnemservlcg* s
sexvice stations. S R TeE L e s

SDG&E: will design, engineer, . and lnstall all CNG P
refueling stations and will provide maintenance for these statlons.ﬂ;
CNG stations located on customers’ or gasoline service. sta;;on
property will be operated by. customersfvandr1n~many~cases SDG&E'M
expects customers or oil companies to'provide co-funding.for.the . ....
station costs. " SDG&E’s portion -of the.cost:for building these 27 '
stations (through 1995) is expected to:total. $3,558,000, with,
approximately half of that total used prior te 1992-to.build. 11
stations on- customers’ properties..  SDG&E’s gas. englneerlng and gaa
operations departments will provide design, engineering,.and ..
maintenance for these stations, plus SDG&E’s own stations; these
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operat;ng and maintenance -expenses: 40&M) Wikl totaL-approxlmately

$1,998,000 ThXOUGH 199257 Lol AT FiwuT et nen nm ve e

SDG&E is not proposing any. CNG refuelmng statmon e
construction’after 1995; it believes that-market forces.will.take .. ...
over by that timéilwith»01l~compan;esmandpfleet,operatorshbuzld;ng;mgv

additional CNG stations to economically respond to clean fuel.. ... .. ..

vehicle requlations. However, SDG&E.will. continue to. provide. ..
maintenance:- for "its 34 company-owned stations, unless a_ customer. .

chooses to purchase a-station. .o .o o= LI S e

The-witnesses said that:SDG&E: w;ll increase-its.own: fleet o
of NGVs to improve-air quality, respond to anticipated rorthcomlpgi\: .
requlations, and improve transportation fuel economics.. .. =~ ». . oo

Demonstration of new tachnology- NGVs:within SDG&E’s. -fleet is-
approprzate prior to demonstrating them: to- customers..~Economxc .
benefits- of ‘NGVs within SDG&E’s- fleetrare estimated. to-be-at. least

$1,000 per year per vehicle, due to- -fuel=cost differentials.. rhesef_;ﬁ

O&M savings are projected to. total $175,000 by the-end- 021992 .-
Longer engine life and decreased: mazntennnce are-also ant;cipated
but not yet directly quantified. .. . cooir oo v Do oaeLe o nees
“'Costs  for ‘mechanics dedicated to SDG&E's tleet NGVs” plus
CNG conversion equipment total $570,000 through:1992. .Costs. for, - .-
conversion equipment are assumed to be eliminated aftexr 1993.,-due. .- ..
to the avallablllty of factory direct NGVs from: the automotive
industry. ¢ ot B L S T TR PO S P
.Z.M‘ T S R T R N TR AT B T S Fo tw S PR S s
“DRA Supports an" NGV'program,xor SDG&E, but not- in; the co e
mannexr proposeduby‘the utility. ~ DRA recommends. that:the:Commission ...
reject SDG&E’s financing scheme: which: relies:on 100% Tatepayer- - . - ..
funding and, instead, adopt DRA’s: proposal, which places NGV -y
program financing- on 50/50- sharing.-of investment, profits, and-- v
losses between ratepayers and stockholders.. As an alternmative, ~. -, -.
should the Commission decide on.-100% ratepayer funding, DRA. ..~: - vac

-
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recommends that"the NGV .program: be .reduced .significantly to-whexre .;x
the ratepayers’ burden is “approximately $I.9:amillion annually.or: oo
~ - DRA’S witnesses testified . that DRA’s.'50/50 ‘equitable-

shared incentive proposal apportions the risks :and benefits! of the - -

NGV program -equally between rataepayers-and shareholders.:: The . ~. .
mechanism for-sharing expenses and ravanuas: 'is the ‘Natural Gas:

Vehicle Tracking Account - (NGVTA). - The program would end -after two "7

years. If SDG&E wishes to. continue- some form of NGV program,. it . ...
would file a report which describas in detail the program costs.,..

revenues, .sales, infrastructure, -atc. . With'that information:the:. -:.u:
Commission could determine whether the.program should'be.continued,. -
and if so, could develop appropriately. updated. forecasts upon which:.:.

rates would be based.  After several years. of experience: with the:r. =
program, all parties will be better able to ‘evaluate its usefulness..
and accurately forecast progran revenues and expenses.ll.. ..U 0 ST
.‘The NGVTA will track program expenses and:revenues,  and .
will allocate them equally between ratepayer and shareholderiz.o.: i

subaccounts. : Sharing the.losses should provide  a. strong:incentive

to SDG&E to minimize program expenses and to- carefully: target:itss:.:: :

investment of funds and personnel.. There is-alse a corresponding

incentive to maximize program revenues:in-ordex to-decrease the-:@.:
shortfall between. expenses and.revenues.. . If the program. is:..:. ,
successful,. both parties benefit equally:: -~shareholdexrs-are: allowed -
to retain some of the earnings generated-by their. investment, and .-
ratepayers’. xrates. are reduced by their share.of the:NGV: profits and  :

by the contribution to margin from. the:increased.throughput. . : .. ...

Everyone benefits from:improved.aixr. quality. - oo o lal
"With the- exception of:the 50/50:sharing.calculation;. ,
DRA‘s: NGVTA~ functions. very similarly- to the. SDG&E.propesed:NGV ....x . ..i.

adjustment.clause.. Both-preoposals: capture the same.costs:zand:. .. ... 0.0
allocate 'the-delivery costs the same way. The.primary-differences.- .:

are the.50/50 sharing proposal;,. the lack of a . ceillingzon 2w . .w

. e L . B el N e . L R R wooe e
O I T [ R P TR R VO Y o ¥ 7 A
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expenditures, the-incentiveftovseil~andforwleasewthe«reﬂuelianrrrv
stations, and the -duration of the:program~itselfi... or “rwo~ oo

:In both the DRA -and “SDG&E-proposals,. NGV revenues are
generated by the “adder,” which is-the-difference between:the:. _.x -
delivery costs .and the-actual -rate charged to. NGV customers. -~ DRA ..
has no objection to SDG&E’sS proposal.to. expense the -non=SDG&E~flaet:
CNG refueling .stations, but recommends that these stations;be' sold -
(at net book value ' or above). as.:soon as possible.. Altermatively.,. . -~
the utility: could negotiate. lease or -leasa/buy arrangements with ... ..
station.msexs..  The proceeds from any sales. or leases should be: .. .
returned to the NGVTA. Since the proceads would be-:split.with the ..
shareholders, SDG&E would have an incentive not: only to.sell the . :-.
stations for the. maximum price, but. -also- to negotiate.leases that..::-
will generate additional revenue.. -Any: legal expenses:incurred as-a-ir
result of the NGV program are not:.to: be .included in--the -NGVIA: :the .. .
utility already receives.an allowance:: zor legal expenses -through
its general rate. case. S o R SR RS A LI OLD wrnnd Do L

~Under .DRA’S . propcsal the ~NGVTA: W:Lll conta.::n fewe LonsuononTon
subaccountsyto:allocate,over.or undercollect;ons;to;theﬁratepayersicu:
and sharenolders.:. The ending:balance!in:the-NGVTIA each: month will -
be booked: 50%. to.the ratepayer subaccount.and 50% to~the .. :v.o¢ono
shareholder. subaccount, except. for: SDG&E. fleet costs,  which: will:be:.
booked:ent;rely;to,the,ratepayermsubaccountmg\The:ratepayers“v“v~"ww;~
normally absoxrd the capital and operational costs of SDG&E’s own -
fleet, s¢ it is. appropriate for the.ratepayers: subaccount:to absorb: - -
all of the.incremental. costs:for SDG&E: fleet NGVS. o, oLl =rmion =l o

Unlike the 50/50.equitable=-sharing proposal,: tha:DRA:
alternate-100% ratepayer. subsidy  proposal does:not:contain:any
sharing of program costs between’ ratepayers and.shareholdexrs.. It . ~0
follows a more:traditional ratemaking.treatment in which.all:of:the ..
financial burden falls upon the ratepayers and:all:program-.costs. ..
are recovered through rates.  It:contains no performance incentives: ..
o SDG&E management, since the shareholders do not assume
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responsibility for any program costs. This is the same,ratemaklng

mechanism as that proposed by SDG&E: in.its. application,, although R
the DRA proposal calls for a-smallex.-anc )ess costly, program than e

that requested by the utility. -DRA’s witnesses. assert that, 1f the
ratepayers absorb 100% of the NGV program, SDG&E has no ;ncen:mve ;
to minimize ‘program expenditures. . Therefore, ;hey‘rpcommgpdngxtz_ A
stringent paring down of SDG&E’S recuest. .. .. . ... ]

- DRA’s expense projection reduces. the. number of subs;dlzed_“_
refueling stations to be constructed from.12..to 9,. thn.a e
corrasponding decrease in station.labox: and. O4M.expansaes. . Ic..
provides the full "amount requested for cenversion of, SDG&E's own , .4
fleet as DRA believes that this-is an appropriate use or ratepayer
funds. It deletas the full requested amount for converslon

subsidies because.Senate Bill 2600 provides for a tax.credit of 55%fu;¥

of the' conversion costs for NGVs.(and - other. alternatxve-ﬁuel o
vehicles), up to a maximum of $1,000 per automobile and $3 500 per :;,q
truck or other vehicle. There is no-need, for both.a conyg;;;gn,
subsidy. - and .a conversion tax-cradit,  in DRA’S opmnxon-;: |

DRA: believes that a short-term transitional program sﬁch;:?f”

as it propeoses:should not require the hiring .of 20.full~time .
additional employees. DRA recommends-a staffing level of.9 .
positions, rather than the: 20 requested by SDG&E.. This program

also reduces the very large amount of .money. -and.. stazrxng requested;,,.

for marketing. The marketing staff levels. have been adjusted as.
follows: . (1):market research:: 1/2:.a program planner, no change,h -
(2) communications and education:  1/2, a program plannex instead of mi
one ‘senior.program planner;: (3) demonstration. prograns: one. rleet .
specialist and one program planner 1nsteadﬂor_;woh:;eggxﬂﬁu,m
specialists, one program planner, -and one,aconqmiq.gp;;ygtﬁgv

(4) regulatory proceedings: .oneaenvironmentalxapqu§;‘iﬁﬁtéad of.
one environmental analyst -and 1/2 aJProg:am‘plange;& L
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L_mmm; R S R T S T TR R ;.; T L
CURN’/ s witness testified that! TURN :is: opposed RO s e
ratepayer funding’ of the NGV program. - TURN. believes. .that: the

program is completely inappropriate ‘and perhaps:illegal. :»Ratepayer . .

funding should be limited ‘only to that required to convert SDG&E’s ,: -
own vehicle fleet to CNG. 'In no event should: residential-gas and . .-
electric ratepayers pay any portion: of the. revenue-.requirement: for - -

any NGV program that this Commission may .approve. He said:that the
rates proposed for CNG service by SDG&E-and.DRA. understate:the- . .-

incrementdl‘cost“of‘providinq such ‘service:and.therefore overstate-- . -,
any beneflts that would result infuture sales:of CNG. .= ..oy ;- --o

He observed that should the. CNG market develop as:a new:
major use for natural gas it will only serve.to increase the:: :
overall market price of the gas commodity. itself. Increase:demand . - .-
means higher prices. ‘'He believes that the only 'current.industry.. -

participant who stand to lose from the davelopment. of the.new .. . ..

natural gas market is the consumer. Those: who will profit-are::- .. - -
producers and pipelines. He-contends that if the gas~utilities-
want to further promote NGV development they should:undertake such
activity through unregulated nonutility affiliates, so: thatrtha:
costs and risks of ‘the program are-borne by those.who stand to- - -

benefit in the long run, the owners of the affiliatesy Hersaid: .- -

that the costs of the NGV program, if approved by the Commission;
should not be borne by residential gas’customers.: Not only.does. . - -

Public Utilities (PU) Code 745(c) prohibit: a subsidy: by residential. :--

customers for NGV programs ‘but also the- only -beneficiariestof:the:

SDG&E program are" the commercial’ and the industrial classes.:.Those-.- .

.. v
IR R o b -

classes, therefore, -should PAY. e T A s e L S

In regard to the rates that should-be" znitzally charged..:
for CNG, it was his op;n;on that the-rates proposed- bnyDG&E and "
DRA are too low. He recommends that the average noncore: oI
commercial/industrial rate (approximately 15.4 cents per therm) be
used as an absolute minimum. In addition, the SDG&E and DRA




*A.90=06=028 ALJ/RAB/p.cC *

proposal to cost electricity for compression purposes using only
the Energy Cost Adjustient Clause/Annual Energy Rate rate:of:3.445"
cents per kilowatt hour drastically understates the costs of.
provmdlng the service. He recommends the price for special-
electric service contracts as established in Ordering Paragraph 1
of Decisien (D.) °3-0’-008. He recommends that. the rate for: :
uncompre,sed natural gas be at least  five cents per. therm above: the .
average noncore commercial/industry gas rate. . Finally, . he.warns - -
that should SDGSE be merged with Southern California Edison
Company, the NGV pregram could be cancelled. . In that case, he .
recommends that all costs of the program charged to the ratepayers
should ke pald back to the ratepayera. o ' : T
4. Discussion - ‘ :
N " This SDG&E application for an NGV program raises:the same
issues as were raised in the application of PGSE for .an NGV program-
(Application 90-07-067), decided today in D.91=07-018. We believe
it is sﬁpcrrluOus'to repeat here the arguments on - each issue and
our regolutxon of the issues since the arguments. in the -PG&E -
applmcatmon were essent;ally the same as the- arguments in thlo;
SDG&E appllcatlon. ‘ ‘ : B Dol Ll
In D.91-07-018, we found that an NGV program is-in the .

public interest. That to achieve substantial market. penetration -
forythe use ‘of CNG fuel vehicles, a subsidized progran is-required
to develop the equipment and infrastructure nceded to encourage.the
use of natural gas to fuel low-emission vehicles: (LEVS). We . were. .
© of the opinion that PG&E’s proposal was reascnable and after
reviewing the evidence in this SDG&E application werare of the ' -
opinion that SDG&E’s proposal, with minor medifications, is.
reasonable. In the PGLE application, we' found-that the ‘fixed. -
infrastructure costs should be allocated.among:all.customer classes
based on air quality benefits realized and.enjoyed: by.all.-
Californians in their capacity as ratepayers: . This. is consistent
with the intent of Public Utilties Code §.740.3(¢). °




A.90-06-028 ALJ/RAB/p.C *

The only differences between the SDG&E program and the '
PGSE program: in terms of its methods. (othﬂr than the dlzfnrnnce zn
the amounts to be spent) are that SDGSE. is prepared,to spend up tonh
75% of the costs of the conversion of- nonutllmty vehlcles tc CNG:hél
where PGSE proposed to spend up to 50% of the costs of sucn | "il
conversion, and that SDG&E would expense costs. that ugually are J
capitalized and ratebased. We believe that PG&E’s. 50 figure iz
more reasonable and will adopt it for SDGSE. This wzll permit
SDG&E to convert more vehicles. .In D.91-07-018 at p. 36 we }
discussed the reasons. why ratebasingacapitalwcqsta was preferable.J
SDG&E and PG&E should not differ in this respect. We also belleve:
that this is a pilet program which should be.lmmltcd to two years,_
as we did with the PGYE program. The findings of fact, and )
conclusions of law that we make in this decisien are. comparable to
those made in the PGSE decision.. . . . .. .
comments . B T T R R I T N
~ Thic decision was issued as a Propo*cd DcCluLon and f;':;
comments were  received from SDGSE, DRA, and TURN. -We, have rev;ewed
the comments and have revised this decision to adopt some of them” .
The only comment that requmref further explanation. is. QQQQE’ NJﬂm 
request that its dccmamon,should be complete in its >e¢lf and not o
fer to PG&E‘’s 'decision.. -We do not agree. The. Lssue . were, for

the most part, the same for both utilities and to Lhe extent SDG&E
presented different. issues, those issues arc. dmecu ed An, th;e
decision. The PG&E decision is 47 .pages; the SDG&E decxslon Ls 17
To us, that is a worthwhile saving of. paper, time, -and effort )

L. To achieve ubutantlal market pcnetratzon for the use of
CNG fuel vehicles a ratepayer-funded. program  is requ;rcd to.. develop
the equ;pmenr and infrastructure needed to encourage the. use. of -
natural gas to fuel LEVS.: - : o

- Impediments to.the use~of NGVs 1nclude- (ij'iééﬁ;éﬁi,:ff
custoner acceptance,.(Z) lack-of Par§l°19@tl°§nbyu@uFPnQPilql
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manufacturers, (3) “unfavorable fuel- recononics; (4) lack (=} 8
refuellng statlons, (S) lack-of trained'mechanics; and.(6) safety. .:
perceptions that gas in its gaseocus form is less safe thanvgas in- ..
its”li&did form.  An NGV industry requires: initial public:.
ass;stance to establash ;tselt” *wfﬁﬁiﬂ N A S R P A Gl
3
knowledgeable ‘about-the benefits of NGVs'a program-must be- N
established which does more: “than 'merely: convertnut;llty*fac;lltaes
and vehicles, but reaches: out-tofthewpubllc.an.aﬂwayutnatwmakesult.ﬁ-
convenient and- economical for the public torparticipatei i »

" 4. SDG&E’s program over the next two years:which.will.~ .- =
increase access to CNG refueling stations by 12 stations: :construct .
2 conversion installation/maintenance centers; offer CNG.vehicle: - .-
incentives to 'pay part of the conversion. costs,to fleet vehicle:
owners to convert their existing vehicles to use CNG: begin-a . .o ~io
marketing program to communicate and: demonstrate the' benefits: of
CNG; develop an- after-sale support: capability for: converted:
vehicles: and- provxde technical support of.those vehicles; . is:a.:
reasonable effort to create a CNG lnfrastructure and stimulate the:.
CNG market.” -~ - *© S RIS L PRNE O

5. DRA’s primary proposal that ratepayers-be- respons;ble for
100% of 'SDG&E’s fleet costs, but all additional costs should be:
shared 50/50 between the’ ratapayers -and" the " shareholders is not: in ..
the publ:Lc Anterest. T Do UTINT T i e mae e e

6. DRA’s alternative’proposal: te~prov1de only $12.3 million
dollars to supvort SDG&E’s program over the next tworyears:is i
Lnadequate and not in-the public interest. . .oong UELDON Lo

7. The revenues to be generated undexr: the,proposed'tarmfﬂs
of SDG&E are estimated to be $1.357 million over-the:two-year—.
period authorized by this decision. . U DL0ONL i s e L

8. The costs to be incurred over: the authorized.two=-year .-
period of SDG&E’sS NGV program are at least $6.761 million.

(Exhibit 4.)
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9. The tariff rates proposed.by SDG&E.and. DRA for the sale
of CNG and natural gas for- compression:do.not cover, the total costs
of the service. : . - R e ez el aa mes meed ,u_'

10. The cost allocat;on .proposed. by SDG&E and DRA. to recover
the variable costs of the NGV program as part of SDG&E’S. NGV
tariffs. will:be  reviewed-annually to, ensure.that they. do not result
in any direct or. indirect  subsidy from~r¢sxdent;al .gas. or electrxc
customers to.persons using gas -or aelectricity-to rezuel vehlcles 1n
vioclation of-Public.Utilities Code § 745(cC). S e teeim e e

1l. SDG&E’s NGV: program- is. exparzmental and lts proposed .
tariff rates are incentive-rates. For those reasons,.and. under the
circumstances, the tariff rates for the sale of CNG.and. natural_ga;u.
for comprassion’ proposed: by SDG&E- are just.and reasonable. W TITUS

12. The fixed infrastructure costs assoclated with. the NGV  1‘
program result in air quality benefits.enjoyed.by.all. Callfornlans ;:
in their capacity as ratepyers and, as: suck, -should be recovered on'h
an equal cents-per-therm basis .over all- volumes sold by. SDG&E to

2

all customer classes consistent with.- the intent of. Publ:.c. Ut;.l:.ues .
Code § 740.3.. . v e en e R ST
13. The avidence is 1nsuf£1c1ent to make a flndlng when, lf

over, tha NGV program will be profitable.. . . .. .. ..o
14.  SDG&E shall capitalize and place. Lnto ratebase -those
facilities which-are noxmal-capital-items., -such-as.station .
construction and the conversion costs of new utility. veh;cles. e
15.a.  SDG&E' should not. prohlblt:customersyfxom,ownlng their
own CNG refueling stations. -~ ~ o o e -
b. SDG&E’s proposed*tarltf Rule 2 B, wh;ch,would restrlct
sales. of.CNG: toSDGEE refueling. stations only, is.not..in. the publ;c
interest:and-is:disapproved. ... . Lln 0 oo s siame oo ol mammn o

l6. The sale by SDG&E of natural-gas for resale to. customers.
using NGVs-is: in the public interest. .- .-




-
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17. JLAﬁyﬁfﬁndéfderiGed“iromothe'gﬁle’othrahﬁfer“of“aeseté "
devoted to SDG&E's NGV program nall be accounted gor to- oftset

losses from the’ program.‘ R
18. Persons operating servmce "stations “for the- sale ‘O0f “CNG -

for use folely as a motor vehlcle fuel, dtheér than thosé who'are ~7ii"

public ut;l;t;es by reason of" operatlons ‘Other “than- operating-a.
service statlon, are not- subject to“regqulation’ by this Commissioni =7
Those persons may sell CNG as a motor veh;cle fuel at przces they-

B o
et e L ‘ : I P

deem approprlate..
19. Our jurlsdlctlon ‘on’ CNG ‘sales“is Llimited-to-SDG&E’s-sides:

of the’ meter and the connectlon to the ‘Sarvice statlons” sxde of

PR "
N - . . ARV
B h'\ «‘,. XA

the meter.
20. SDG&E’s program at this time has no anticompetitive

effects. Should the NGV market eipand-toﬁa point where
nonregulated entities are prepared to enter the market without

21. SDG&E’s program ‘should’ beg;n on- the effective-date of -
this order and sheuld’ termlnate two' years- from that date unless::
modified by further order of" ‘the”Commission. - No ‘additional fund;ng
will be granted until the completlon'of the two-year program.

22. TURN is found elxglble for compensatlon in- th;s REE
proceedn.ng h ~’ Wk : DU g Lu
Qencln&ienn;ex_nay' SO A s e e He DGl

1. “The”SDG&E NGV program-as’set forth 'in- th;s -application
and modxfzed by this decision should be adopted. TR hogmn
2. The SDG&E program for ‘recovering variable coSté*iﬁcluded

,

as part ofxits3tariffs‘Will7bé*revfeﬁed‘aﬁnually.to‘ensﬁrefthey*dd?”¢fﬁ
not result in any direct or indirect subsidy from reSEdentialﬁgas*-ﬂTLB

or electric customers £O Persons using gas or electrlczty to refuel‘
vehicles in violation of Public Utilities Code §-745(c).: v s
3. SDG&E’s NGV program should be permitted to be in-effect -~

for two years from the effective date ‘of this decision unless @7 -1 =7
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further modified.by. the. Commission. . No additional fundinng;ll be
granted until.the complet;on of the. two-year program._f:ﬁhﬁu' L
4. Persons and corporations operating service stations ror o
the sale of CNG, other than those who.are. publ;c utmlmt;es by '
reason of operations other. than cperatzng a serv1ce statlon, are ,
not subject.to regulation by.this. Commmssmon.ﬁ No add;tlonal o
funding will.be granted untxl the completion of the two—year o
program. - . » . o __“" |
5. The allocation or flxed mnfrastructure costs over all o
customer classes is.consistent with the intent . of, Publrc Ut;;ztles
Code § 740.3(¢c) .given the frndlng of air quallty benefmts th&t w;ll
be enjoyed by all Californians in their capaczty as ratepayers.ﬁmrw

. . . . an e
‘ I e Yo v
um.., #

. IP.IS.ORORRED tb.at. e i

1. San Diego Gas & Electr;c cOmpany (SDG&E) zs authorzzed tof
implement its natural gas.vehicle. (NGV) program as. set forﬁﬂdln lts}f“/
application and as modified by this decision. . = . ..., | ‘"; N
2. SDG&E shall establish an NGV.balancing. account. £o record -

the revenue and expenses related.to.the NGV. program.. The balancrng‘
account shall accrue interest at the 3-month commercial paper rate._ﬁhA
3. SDG&E is authorized to spend no more than $6, 761,000, \'”

plus interest in the initial .two years of its program. as COSta to -

ke charged to the ratepayers. .. ‘ : .

- .. :SDG&E -NGV. program.shall termlnate two years from the L
etfectrve date of.this decision unless turther modlfled~by the | ,
Commission. No additiocnal funding will be: granted. untll the pu, "h,_
cempletion of the.two-year program. . . .. ~ e .h‘f”";;

. $.. SDG&E may file on. three. days’ not;ce ta theuComml lon fr,“
and the public tariffs setting. forth the rates. Lox the. sale or CNG o
and natural gas for compressxon prcposed in. lts NGV program, .
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6. SDG&E may seek recovery of the balance in its balancing
account during its next cost allocation proceeding.

2. ‘The costs of the NGV program shall be allocated over all
customer classes. Theses costs shall be recovered on an equal
cents-per-therm basis over all volumes sold by SDG&E to all
customer Classes.

8. SDG&E shall capitalize and place into ratebase those
facilities which are normal capital items, such as station |
construction and the conversion costs of new utility vehicles.

This order becomes affactive 5 days from today.
pated July 2, 1991, at San Francisco, Califormia.

PATRICIA M. ECKERT
President
G. MITCHELL WILK -
JOEN B. OHANIAN
DANIEL Wm. FESSLER
NORMAN D. SHUMWAY
Commissioners

| CERTIFY THAT THIS DECISION
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APPENDIX A

Lizt of Appearances

Applicant: Keith W. Melville and Judy Anderson, Atteorneys at Law,
for San Diego Gas & Electxic Company.

Parties: Jafferson C. Bagby, Attorney at Law, for

Interasted
, Attorney at

Pacific Gas and Electric Company:

Law, for Armour, Goedin, Schlotz & Mac Bride: R

Attorney at Law, for El Paso Natural Gas Cempany:; E. R. Island,
, and David B. Follett, Attorneys at Law, for

Southern California Gas Company: ,
Attorney at Law, for Southern California Edison Company:; Michael

Shames, Attornmey at Law, for Utility Consumers Action Network:
Joel R. Singex, Attormey at Law, for Toward Utility Rate

Normalization; i wer, Attorney at Law, for City of
Long Beach; Karen Edson, for Chevron; and william S. Shaffxan,

for City of San Diego.

Division of Ratepayer Advocates: Patrick Gileauw, Attcrney at Law,
Kathy Auriemma, Natalie Billingsley, Robert M. Pocta, and
® Richard Dobson. ‘

Commission Advisory and Complianca Division: william R, Edmends.

(END OF APPENDIX A)




