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' .. ' "', I. 1 

BEFORE THE PUBLIC, UTILITIES COMMISSION OF . THE. STATE· .. OF·( 
• . ', " " _ oJ • ....... 

Application of Pacific Gas and ) : .. ': .. : ,.' ~:.,; 

Electric Company for authority to ) 
revise its gas rates and tariffs' .... ,); ::App;licatlon :'90';.,08-029 
effective April 1, 1991, pursuant ) (Filed August 1S, 1990) 
to Decision Nos. 87-12-073, ) e'" ,';'."': "'.. .. 

89-01-040, 89-05-073, and 90-04-021. ) 
. ," ," , :" . .: .. ' . F' " . " ':: '., . ~ . 

(See Decision 91-05-029 for appearances.) . 
,", •. : ;', ~ ',"! ~: L '. ".' 

. : ~.: -~ . 

This decision establishes a brokerage fee for Pacific Gas' . 
and Electric Company (PG&E) in Phase:, II·of\PG&E'''s annual~. eost~':·<·'.:(:\·_ 

"-\_"':';. ' ,", .. '" ...... '",;'." ""J"'.'-;"')"'~,~: ~ -: : ,_:.\.~\" .. ~ ;~.~ 

allocation proceedinq (ACAP) for, 1991., .' . ,... :";, '. '.. ~:"~"""'" ", ~ .. 
~.k9h2und 

The brokerage fee is' an' es't'i'mateof the<cost t~::~he 
utility of' proCuring gas dir~ctlyfor' ~~stomer~~' The' '. ;:,;'. ;' ,:' .... , ',' 

'. - • J , '. '. r : ' '", ," • ~" ' ,:. ' •• 1':',,' J.', ·I~. " , 

implementation of brokerage fees promotes our policy of unbundling 
gascosts~ Historically, brokerage' cO'sts were inc'iuded' in ." , 
transportation rates. Unbundling those fees' promo~esc~~p~tition" 
by assuring that utility gas rates .ref1ec't' ~he trUec.o.s1: oi gas' " 
purchases. 

'Decision (D.) 89-09-09'4 first established a lirokerage fe~:' 
for PG&E. The 'decision also directed PG&E. to,fileixi,: i:ts'lg:9l" i.tA:i: 
a detailed 'study of brokerage co'sts; c,ons.istent'~.i.th·quide'1ines set 
forth therein. In general, the- Commisslon::trid:icated:that the study 
should be done on a "stand-alone .. 'r~ther ,than: an,'avo,ided cost 
basis, and that the revenue requirement shoul'd' be· :based on costs 
actually incurred ,by PG~E in the provisio~ of ,brokerage s~ices • 

. , 
,PG&E's Pos.i.tion :; "".,:,; 

PG&E presented. a study, undertaken by an independent 
contractor, which estim!1tes the total·' brokerage::' :revenue requirement 

I • )~I .. ,~ . .' >:, J", '~: r •• ; 
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._,; ., .~ 

to ~':i$/7: 6;.j~lli~n .. (,apprOXilll4~el; >?: 2,19 .P;,rd~;at~e;';; j : -:;i~~~' ~t~r 
: breaks,~ ,d."own\-brokerage: costs c'into '5ix broad' categories:'} . 

. \ '.'-'" l' r' ~ \1' I 

" ' ,2;..:.~,.j. 'oJ' Sales / marketing; ,'. ',", 
. ~.I 

-.: .,;/ ~\~). ... ~ ...... --
A .... ~I' 

0/ .~. • ••• " 

,0' . Contract administration;: ' 
.' -

" :,.' 

,", -, 

o Gas purchasing-; 
,.1.. .~. ':':'\~:,-.\ "l",' '" ::. n

A

;, ',. ,. ,_.' , 

... ' '\: .. , : '.>/ :~: (,J.' :": ,':. '~' I,'~. t) .:, . ,-,' ..... 
•. 1 ........... ' ,.~ • ,. 0,,,. I';. \ ,)- r:.~ ~\ - ':.'~:::: \'~ ~L ~ -.-., .: .... '~:: 

o Interstate transpor_ta~_iE>n arrangeme,nts_;. __ '",',"'_", """_""~" .... , 

o Customer accounting and billing; and 
. ,r. 

o Common. 

The study also includes estimates of capital costs 
associated with PG&E plant used to support the gas br,okerage 
funct.i.on •• 
Position, of· Sunrise Energy Company, .. ', 
SUDPacific Energy Management,. Inc _,_ 
GasMark Inc., and GasHark, West.lJnc .- -

:,. '''. ", ~ "': ,'. ~', 

Sunrise_Ener9YCompa~y, SunPacific Ener9YMana<]~ment, 
Inc., GaSMark Inc., and GasMark" Wes;t, .. Inc. (SunriseJ"be:lie~e , 
PG&E's brokerage fee study is seriou'slyflawed and ask the .. _'. 

. . ." • " , ' .. ,.',1.- • 

Commission'to reject that study in' favor of the one undertaken by 
'. . .",', . , . . ',. ..' . 

Sunrise. Sunrise's study estimates the brokerage c,os.t, for, _noncore 
.. • • • • ; • • • .' • .' , • < "-. ~.,,' ' 1,. .'. 

procurement customers is $23 million (or $0.07 pe~ decatherm). It 
estim~te~ the' brokerage cost for co~~'-elect pro~urement -cu~tomers _, 

,,' ' ~. 

to be $30.2 million (or approximately. $_0. ~9 per decatherm)~. 
Sunrl.se- believes the PG&E study is, defici'ent in several ways:, 

, ,,',. ". ..' " 

1. The study ,fails to incl,ude all of. the cost. 
elements the- Commission has ind'ic'ated' are -a 
part of the cost;of.,brokerage, including .. 
working capital for gas purchased but not, 
paid -for and working capital for gas in ., 
inventory; 

2. The stUdy fails to allocate joint and 
common costs to brokerage on a "stand­
alone" baSis; 

3... The .study understates -:the- -direct: eosts'o£',,­
brokerage that are within the five 
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, cat~ories~ ,identified by., J:>G&E~'s ,consultant;., " 
and 

4. The study fails, to. include .a:proportionate:··, 
share of the costs of storage in the 
brokerage cost estimate. " ' 

r "",' 
• I , ' .' .., ~ ... 

. ,'. 
"J .• 

, Sunrise submits that 'the Comm.ission should reject PG&E's, 
cost study, provide PG&E with guidanc_e on future cost studies, and 
adopt,th~ brokerage cost prop~sed l?y'sunr1se until PG&E provides a 
better cost study. 

Sunrise also proposes that 
allocated to brokerage. 

123iti2n OU"'!YMlM;1!1x9Sh~~2ti42..~ 

. " 
storage costs should be 

", '-, 

., ' 

Canadian Producer Group (CPG) proposes a "third party 
transport fee," which 'would identi'£y and 'recover' from 
transportation-only customers the 'costs i'ncurred by the utility in, ' 

. "' ,.) ~' , 

providing the service of transporting 
customers. CPG proposes that the fee 
million (or $0.021 per decatherm). 

customer-owned gas. to. those, 
.' . 

sh~uld be set to recover $2.2 

.- ,) . 
Discussion . ~", . 

In this proceeding, PG&E presented a study underta;ken by 
an independent consultant.' The stu.dy' may not, be perfect but 'we do, 

o • , .,' .... , I, ,'," , of ••• ', I 'j 

not seek perfection in such studies. Cost studies. by their, ,nature 
req;uire substantial judgment, especially where joint and. co~on 
costs are estimated as they must be in,this case. , 

Sunrise opposes several elements of the st~dY. 'It 
proposes to add to the broker~ge f~e a' 'working cap:!. t~l~ec;iUirement 
which assumes that PG&E pays for its gas supply', before its '" ' , 

• t , • . 

customers pay for their procurement purchases from the, u:tility. 
The evidence suggests, however, that PG&E' s noncore' ~,;""stomers. i~ay '. -
their bills in less time than it takes PG&E to pay ~ ts .s:~pp~'.i.~rs. . 
It is therefore unnecessary to include. a working capital, element in 

.. " ' , , , i' ,~I ~ , 

the cost study. Sunrise recommends adding to the fee the., .costs of 
, , ' " ' ",' 

Kshrinkage K gas. Under the new procurement rules, implemented on 
.' "".' . 

- 3 ,- ' 
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August 1, 19,91, however" 'PG&E will' chargetransportation-on1y 
customers for shrinkage volumes in kind. 
shrinkage costs. from transportation rates. 
include these cost.s in the brokerag:efee ~ 

." 
This will recover 

Sunrise also proposes that. the Commission include the 
costs of storage in the brokerage fee. As CPG. p~ints ~:~t / this 
issue is a matter for broader consideration; in cO~t ai16~ation . 
proceedings and is not appropriately considered here. Moreover, 

, " \' 

Sunrise has failed to demonstrate that transportation-only 
, ,,' " . --"rl" • 

customers receive no benefit from the availability' of'storage, 
which is used in providing balancing ~nd standby services to 
customers who procure their own gas. .' ", , . ;,;,', 

. -'\ 

Sunrise argues that several other' eiements'ot' the ~.G&E 
study are improper and is p4rt.icularly concerned that the stU"dy did , 
not adequately account for jo.~.nt ~nd co~on costs. ,~e' n~ed not " 
address the myriad details of Sunrise's analysis. weha~e .' " 
established that brokerage cost estimates"should be based on' costs 
which would be incurred as "stand-al'o~e" operation. The:' di,f~icu~t~, 
of ascertaining the cost of a stand-alone ox:.eration where 
facilities are shared is apparent by the co'ritroversy the topic 
engendered. PG&E skillfully rebutted Sunrise'S' criticis~sof 
PG&E's estimates of joint and cOrnnlon costs. PG&E' s e'stim~t~s and 
the methodology it used to derive the estimates appear rea~o~abie .. ' 
Accordingly, we well adopt PG&E' s brokerage fee proposal'.: " . 

An enormous amo~nt of 'resources' has gone int~' ~e~iewing 
brokerage fees for PG&E considering that the issue invoiv~s' the 

,- '" . ,,'""', 

allocation of a tiny fraction of PG&E's revenue requirement. We 
continue to believe brokerage. fees should be established: i~ order 
to promote a more competitive proc'urement envi.'f.'onment •. However, 
unbundling brokerage costs is one of many ways of accomplishi'ng 
this goal and it is not among the m'ost importttnt. .' .. ':. '. 

While we continue to recognize the importance of a . 
brokerage fee, and unbund.ling 'utili tyr~tes mo~e' generali;', "~e will 

- 4 '-
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not. in. the. future) entertain .chanqes.,.te>,P,G&E's,brokerage 'cost. " 
methodolO<JY unless. circumstance:s .change-~ significantly.;)(:.'Input3;·to~·:- < 
the calculation, .may change, but .the' methodology' we' :adopt:: today:'is:~" 
final until and unless a party can demonstrate some. condition has: . 
changed which makes the methodology illogical. 

As PG&E proposes, we .,.will· direct PG&E to amend its 
procurement and transportation rates to incorporate the new 
brokerage fee concurrent with PG&E's next attrj;ti;on;~ratechange. 
We will direct PG&E to: .co.lculatethe brok0raqe, fee ',:r by dividing' the 
new brokerage revenue requirement by the forecast of· core-elect: and '. '" 
noncore procurement vo.lumes developed in Phase I of this·., 
proceeding. . .' '.. . ." ' " 

'I'Urning to CPG's proposal for a ,transport-only.; fee,. we' '.: 
decline to adopt the fee for the S4me reason. we decline· .. to unbundle:.> 
storage in this proceeding. This matter is· more appropriately- ,,'-' 
considered in the context of a broader cost allocation. proceeding,.' " 
such as Investigation (I.) 86-06-006.· While CPG'.s'proPosed change 
in cost allocation merits consideration,we.prefernot to make 
siqnifico.nt cost allocation changQs in isolation, at thi& ttme. 
Findings of Fact 

l. Cost studies require substantial judgment especially 
where joint ~~d common cost~ must be estimated. 

2. PG&E's cost study'reasonably estimates the costs of 
brokerage. 

3. The.C~mmi$sion,has stated its intent to review cost 
allocation issues in 1.86-06-006. - , 

Conclusions 'of Law. 

l. The Commission·should adopt PG&E's estimate of brokerage 
costs, as set forth in its cost study, and apply the throughput 
forecasts adopted in D.9l-05-029 in deriving a brokerage fee. 

2. The Commission should not unbundle storage costs at this 
tim~l:)eCduse:·'t~e/\l;ss'Ue~1s:more approximately considered in 
I ~'SG:-O'&-OO'6 'in ;th:e":·eo1\tex.t\'<>'f other cost allocation issues. 
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3. ' The Commission' 'should: not Adopt A' "t:rAn:sport;"only"~ ~fee' as>" 
proposed by cpc;. at.: this time' because the'issue"l's: more::>: . '<~-":':. ":;".,'.,.." 

appropria.tely considered: in. 1.8.6:-06':"':00-&' in' the' context: 0:£: other:' 
cost allocation issues. 

': \ 

. '"- I:: ~ 

+-r,' ~ 

- . 

1'1' IS ORDERED that: '" ,'" .. . . ". 
"f, 

. ... ,.-.' . 

1. PAcific·'·Gas. and Electric Company (PG&E) 'Sh8:l1~,'-'eoncu:rrent": 

with its,next .. attrition year rAte chAnge, M1endits'procurement"And::' 
transportation rates to reflect the brokerage- revenue ::requlrement ," 
estimated in its cost study and adopted in this decision. . :Xn:':' . 

determining' the brokerage: fee for the' remainder of" the' test period, 
PG&E, shall divide the adopted'brokerAgerevenuerequirement by the 
forecAst of core-elect and noncoreproeurement:volumes'Adopted in>' 
Decision '9l-05-029. 

2. This 'p:roeeeding . is . closed~ . 
This order is effective today.' 
DAted: November'20-; 1991,' at'San Francisco, Cal:ifornl:a~-

',' , 

" .'1 
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~., ," 
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,"I" . ,"\ ', ..... , >I;"';~ •. ~~;:.~ ,~ .. ' ,!"' •. ,"~ ... : 

"PATRICIA' M. ,ECKERT: .. ,. , . 
.. , "c.' ' ',; Pres.ident' " . 

DANIEL Wm., FESSLER . :':,.1 ";, ·I";_'.·"··(~~ 
NORMAN o. SH't1MWAY '" 

, , ':'-'Co~ss1one:rs" , ,; 
J • ,": ,'J "', /" ',,~ +", • j "I • I ... ~' { J ' , ' • ..... !' ,. ,'" 

coriunissioner . John B~, 'Ohanian; , ',:" : ~ 
being necessarily'""absen:t,;'~did\"·'::::" '.~.,~ 
not participate ••. :~,.".":' " .. " 

, .. ",' . > ","; ,I, /,~:_ \ ~.;, It :'6"'Ul.:' .. J"~"~'~;: :'~~,:'. " ........ '~ ", > 

-.: : .... ;' /.' '. ' .. ' ";:"'CE~nFY·>THAT.,lHIS:.DECIS10N.::: 
., ,! .' ',' :WA$<APPRC).V.E[)· Ja-v. :n:rE--:v3~Y.c, ::: 

CC~~;~,~iSsLONERS. TOOA.Y', ... 

.. ,,'. 
". ',' 
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