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7 : Southern California Gas Company (SoCalGas) is authorized
to implement a Natural Gas veéhicle (NGV) Market Develépment Program
linited to $10.8 million over a two-year period. The program will
~add 0.062 cents peér thérm to SoCalGas'’ rates. There will be 1o
jmmediaté rate change since these program costs will bé “4ccrued in
a balancing account for inclusion in rates in 1993,
The Commission exempts San Diego Gas & Electric Company
(SDG&E) from allocation of costs relatéd to the SoCalGas NGV
program since SDGSE has its own NGV program which will add -
0.297 cénts pér therm to SDG&E's rates.’
Backg;ound : : ' : :
‘ on June 14, 1991, ‘SoCalGas filed Application
(A. ) 91- 06-032 seeking ex parte approval of a $7.627 million
increase in its revenue requirément beginning on January 1, 1992
“and for $5.401 million beginning on January 1, 1993, The =
$13 militon would fund a new NGV program. The Application also’ _
requésts that a balancing account be éstablished for the pﬁrpose of
funding program costs and accumulating NGV revenues.
A prehearing conference was held on October 4, 1991, in
San Francisco. - _
At the prehearing conference, SoCalGas distributed a
.~ Settlemént Agreement between it and the Commission’s Division of
Ratépayer Advocates (DRA), in which it agreed that progrfam
expenditures would be limited to $10.8 million for theé two—year
period. Under the Settlement Agreement, SoCalGas’ NGV program
costs would be allocated to all customer classes including SDG&E.
SDG&E objects to being allocated any costs related to
SoCalGas’ NGV program, If the Commission decides that SDG&E’s
customers should be allocated a portion of SoCalGas’ NGV prOgram
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"costs, then SDG&B requests evidentiary hearings to ensure that only
' reasonab1e costs are . -passed thrOugh.. However, if the Commisslon 7"
decidés that SDG&E is exempt frbm allocation of such costs, SDG&B ‘
states that it has no reason for hearings.- : S
. - Except for SDG&E, no - party took excéption to SoCalGas'
: request for ex parte treatment of this Application. s

The Administrative Law. Judge (ALJ) ‘directed the parties
to file briefs on allocation to SDGE of SoCalGas NGV program
costs} the need for evidentiary hearings té examine thé appropfiate
level of expenditurée for the SoCalGas NGV program; and the
Settlément Agreement.1

Briefs were filed by SoCalGas, SDG&B, DRA, and the City
of Long Beach (Long Beach). :

Allocation to SDG&E of :
SoCalGas KRGV Program Costs

Pursuant to the Settlément Agréement; SoCalGas: ptopbsési:
‘to allocate its NGV pfogram costs over all customér ‘classes on an
equal-cents- per-therm basis over all volumes §old’ by SocalGas to ";g
all customer classés éxcluding’ customers with whom SocalGas has W
established long-term contracts with stated rates. v

I1f the Settlement Agreement is approvéd by the )
Commission, SDGSE ratepayers will fund approkimately $1.24 millioﬁ'
of SoCalGas’ NGV program over - the two-year period. The allocation
to SDG4E is estimated at 0.063 cents per therm. :

1 since the Commission recently issued its decision on NGV
programs for Pacific Gas and Eléctric Company and SDG&E, the
parties agree that theré is no policy issue regarding the néed for
a similar SoCalGas NGV program., See Deécision (D.) 91-07-018 and
D.91-07-017, respectively. Rehearing denied by D.91-09-086 and

D.91-09-087.
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R a SDG&E's own NGV program is estimated to cost its
ratepayers 0. 297 cents per therm. The combined impact of both

tprograms on SDGLE ratepayers is estimated at 0.360 cents per therm.
‘ in comparison, the ‘{mpact on SoCalGas' ratepayers is

e?estimated at 0.062 cents per therm. In other words, SDGGE

ratepayers would pay at least five times more in their rates than

socalcas' ratepayers for NGV programs.
Position of SDG&E
SDG&E argues that allocation of SoCalGas"NGV cOsts to

SDGSE is improper. According to SDG&E, it is inconsistent with the
“1imited funding authorized in SDGLE’s own NGV program, - is contrary
to long-standing précedent, and results in double paymént by
SDG&E’s ratepayers. SDG&E asserts that thé Commission has
 repeatedly recognized and encouraged SDGLE’s uniqué status as bOth
a wholesale customer and a local dlstributiOn company {LDC) . in- its
own right. SDG&E believes that it cannot be an LDBC, responsible
" for its own customers, if it must also bear the constant burden of
paying for SoCalGas’ programs in Addition to its own. The basis
for SDG&E’s argument is set forth below. - i
First, SDGLE argues that SoCalGas' allocation prOpOSal is
totally inconsistent with the Commission’s recent D. 91-07-017
(July 2, 1991), which established SDG&E’s NGV program. In_
'D,91-07-017, the Commission authorized SDGLE to spend
$6.761 million on its NGV program over the next two years. In
ordering Paragraph 3, the Commission statest

*SPG&E is authorized to spend no more ‘than
$6,761,000 plus interest in the initial two
years of its program as costs to be charged to
the ratepayers.” (Mimeo. at p. 16, emphasis

added.)

ordering Paragraph 4 statest

"N6 additional funding will bé’ granted until the
completion of the two year program.*” (Himeo. at

P 16)
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,'fSDG&B contends that the decision specifies how much money SDG&E'_ o
Veratepayers should pay in their rates to- encourage the development
of natural gas vehicles. It specifies where the mOney is to be
Vspent, and does not- provide additional money to pay for SoCalGas'
'ENGV program.- : : o
Second, SDG&E argues that NGV program costs are a L
distribution-related éxpense and that wholesale cuatomers have
never been allocated SoCalGas' distribution-related expenses.g,-j;
Sincé’ NGV customers will be served off SocalGas‘ distribution
system (which SDGEE does not utilize nor pay for) and sincé
SDG&E‘'s customers are already paying for SDG&E's NGV program (which,
utilizes SDG&E’s distribution system), SDG&E believes that = =
‘SoCalGas' proposed allocation to SDG&E is incOnsistent with
éstablished Commission precedent. ~ :
' Third, SDG&E argues that SoCalGas’ allocation proposal is'
 inconsistent with the Commi551on s adopted cost allocation for {:;.t
:conservation programs. : o “, "
e SDGLE and SoCalGas both have conservation programs, each 4
l_]of which directly or indirectly benefit the customers of both -
4companies. Both companies have had such programs for over a
decade. Many years ago the Commission détermined an eguitable B
_allocation of the costs of such programs would reguire each
company’s customers to pay only the costs incurred by that - company.

The Commission statedt

*SDG&E’s customers should not be required to .
bear the expenses. for the energy conservation

. programs of SoCal since SDG&E has its own
energy conservation programs and since the
system as a wholée, rather than SDG&E

.2

2 In response to SDG&E data requests, SoCalGas has stated that
it intends to utflize approximately $5 million in distribution- .=
relatéd capital to build NGV fueling stations, in addition to the
funding requested in A.91-06-032.
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,exclusively, benefits fronm conservation i
effécted on the SDGSE system for which SDG&E
ratepayers bear the cost.® (D.92497, 4 CPUC 2d
725, 823.) - AT
- Accordlngly, SDG&E believes that where a ptogram offers
systemwide benefits, customers in SDG&E’s sérvice territory shbuld _
participate in and pay only for SDG&B's program, while customers in
_V‘SoCaIGas' service territory should participate in and pay’ only for
j“SoCalGas' program. SDG&E believes that this principle is as -~
- applicable to the NGV programs as it is to conservation prégrams.,
"SDG&E points out that the CommisSion has noteéd the potential harnm
_to "SDG&E’'s ratepayers from improper allocation of SOCalGas' costs
to wholesale customerst ' : : :
*We are increasingly concerned about the total
effect 6f our allocation of wholesalé ratés on =
SoCalGas’ system has on retail customers in - -~
SDG4E's system. . « . If SDG&E's resxdential
customers are to receive the full benéfit of
our rate design policies, they ought not to be
burdened any more than SoCalGas'’ resideﬁtial
customers by the ratés weé sét héréin.” .
(D.92497, 4 CPUC 2d 725, 823.) - ,
, : Pourth, SDG&E argues that SoCalGas'’ pr0p0sa1 is
riihconsistent with the Commission s allocation of Low Income ,
o —Ratepayer Assistance (LIRA) program costs. As the Commissioﬁ
. stated in D.89-09-044, SoCalGas' wholesalé customers are eicluded
from paying for SoCalGas' LIRA program dué to the potential for
”double payment. (D.89-09- 044, p. 20, 32 cpuC 2d, 406, 416.)
. Fifth, SDG&E argues that in another instance, the -
‘commission granted SDG&E relief from double paymeht of carrying
cos8ts on storage inventory. SDG&E préviously paid carrying costs
‘of gas in storage to SoCalGas. Since SDGLE also’ stored its own
gas, this resulted in SDG4E’S customers being charged twice for -
this cost. Thé Commission exempted SDG&E from SoCalGas' carrying

costs, both historically and prospectively. (D.89-02-082, pp. 7-8.)
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Slxth, SDG&B argues that in yet another instance, the B
commission protected SDG&E's ratepayers from double payments,f_ufe
specifically ruling that SDG&E should not pay any allocation of
SoCalGas' uncollectible expenses, since SDG&E’S ratepayers already -
,pay for uncollectlbles on SDG&E's system. (D 82-04- 166; 9 CPUC 2d
s 26, 49.) _ . '
. SeVenth, SDG&E argues that although the Commission
--allocated costs of PGSE’'S NGV program to PG&E’'s ‘wholésale _ :
customers, SDG&E is unlike PG&E’s wholesale customers in important"
 xespécts. B
According to SDG&E, PG&E's wholesale customers, in _
comparison, are groups of residéntial customérs. Their thrOughputr
is a small percentage of PG&E’s total system throughput‘ PG&E'
wholésale customers are non-jurisdictlonal to the Comm1551on and do'
not have a Comm18510n-approved NGV program. They are located iﬂ
the heart of PGsE's service territory,. in the ‘same air basins.;f~-e'
Given these significant dxfferences, SDG&E cannot beé placed in the
samé category as, e.g., the City of Palo Alto, for purposes of
allocating NGV costs. : :
, Lastly, SDG&E argues that the Commission has recognized
the uniqué status of SDG&B, not only among other custOmers of N
_SoCalGas, but as the third LDC in California: In Resolution G- 2921
(approving a long-term contract between SoCalGas and SDG&B), the
Commission stated that its intention was to position SDG&E to take
on obligations and- responsibillties similar to SoCalGas' and '

PG&E's

He recognize SDG&E is an’ indépendent utility
with {ts own set of customers and territory...
SDG&E has a unique and péculiar sitvation. It -
has the anomaléus position of being the only
major LDC in California without its own
pipeline. To approve its contract will elevate
its gas department to par with SoCal and PG&E
and will rectify an imbalance among LDCs within
the State.” (Resolution G-2921 (July 6, 1990),

p. 13.)




© A91-06-032  ALI/BOR/5.8"

Accordingly, SDG&E belieVes that it is nothing'like the~

'-t—PG&E wholesale custoners who were allocatéd NGV costs™ in _eﬂ,ﬁir

:fD 91- 07 018. Therefore, SDGLE requests that the Commisslon
. ‘continue its practlce of protectlng SDG&E's customers frOm having

o pay twice.

Position of SoCalGas' : : :
- SoCalGas disagrees with SDG&E’S’ argument that its NGV
',decis1on stands for the proposition that it is legally prohlbited
by the Commission from spending more than $6,761,000 for a two-year
. period on any NGV-related program. Also, SoCalGas dlsagtees with
- 'SDG&E that its NGV decision stands for the proposition: ‘that the
»cost of each company’s program should bé shouldered by the '
~ ratépayers within each company s own service terrltory.r socalsas
-contends that the de01sion does not place any limit’ on amounts
'SDG&E should spend to receive the benefits of SoCalGas'’ NGV ;
program. SoCalGas bélieves that commission’s true intent 1s

clearly stated as followst

“Finding of Fact 12 - The fixed infrastructure _
costs associated with the NGV program result: in:
air quality benefits enjoyed by all Callfornians
in their capacity as ratepayeérs and, as such, ..
should be recoveéred on an éequal cents-per—therm
basis over all volumes sold by SDGLE to all =
customer classes consistent with the intent of
Public Utilities Code § 740 3. _

“conclusion of Law 5 - The allocation of fixed
infrastructure costs over all customer classes

is consistent with the intent of Public
Utilities Code § 740.3(c) given the finding of

air ?uality benefits that will be enjoyed by all
californians in their capacity as ratepayers.®
(Emphasis added, D.91-07-017.}

Regarding the questLOn of benefits to SDG&E" customers
résulting from the SoCalGas NGV program, soCalGas notes ‘that the
san Diego Air Pollution Control District (SDAPCD) states that the
highest air pollution concentrations in San Diego are from smog
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1'rtransported from the South Coast Air Ba51n. SDAPCD also statesw;;74 

"«"that 75% of the federal air quality standard. violatibns and 40% of

 the state standard violations in San piego are directly _
~attributable to air. pollution which is transported from the -
o Basin. - And for purposes of this discussion, it may bé assumed that
the Basin equates to SocaIGas' service territory. .
According to SoCalGas, several things can be deduced frOm_
the SDAPCD findings, but clearly chief among them is that réducing :
‘the level of mobile sourcé pollution in the Basin, which is the
stated purposé of SoCalGas’ NGV Program, will réduce the Quantlty ‘
of air pollution transported from SoCalGas’ sérvice territory- into
SDGLE'S service territory. SoCalGas conténds that though one may
arque over the Quantification of this benefit to businesses and the’
'géneral population of air breathers in San Diego, it is enough to
note that any reductions in air pollution 1n the Basin will benefit'
SDG&E's customers. _ : : ,Q
: Lastly, SoCalGas ‘argues that the Commission has in the'f“f
recent past declined to excuse SDG&E from paying its share. In i
:SoCalGas‘ 1990 Annual Cost ‘Alloécation Proceeding, SDG&E complained
that it should not bear any of SoCalGas*' costs incurred in 1989 for
‘operatiOn of the Commission-authorized clearinghouse activity
implemented for the benefit of the Women and Minority-owned
Business Enterprises (NHBE) program. - SoCalGas prop05ed to allocate
its 1989 clearinghouse costs to all of its customers on an equal- _
cents-per-therm basis arguing that the WMBE program is intended to -
achieve general social goals and cannot be said to be a bénefit'to

3 See pages 4-6 of the Draft 1991 San Diego Reglional Air Quality
. Strategy dated July 1991 published by the SDAPCD. This item is .
marked for identification as Exhibit 2, It is not received into
evidence since evidentiary hearing has yeét to bé held. SDG(E =
objects to consideration of this exhibit since it has not been the

subject of cross-examination.
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'only One particular customer class or- another.; SDG&E and DRA S
argued that SDG&E should be excused from paylng its share of these"
costs because SDG&E efither partlcipated in the clearinghouse for
its own WMBE program or had its own affirmative action purchasing

program. .~ The Commission rejected DRA and SDGELE’Ss arguments.

' "We agrée with SoCal for thé reasons it giVes.~;,

To accedé to DRA’s (and SDG&E's) arqument would

causé us to exempt every utility, city, county

and any othér organization that has its own

WMBE program and buys gas from Socal.”

(D.90-11- 023, p. 7:) B

According to SocaIGas, the analogy betWeen that case and
the instant one could not be Rmoxe clear or direct. The Commission
must achievé certain clean air social goals ‘mandated by the
‘legislature. The COmmission has chosen the equal-cents-per ~therm
to all customers as its method for the proper sharing of these -
costs in the case of SDG&E and PG&E‘S customers. SocalGas contends
that for the same clearly stated reasons that SDG&E was nOt e
exéempted from paying its proper WMBE costs, it should not be exempt
 from paying its proper share of SoCalGas‘ NGV prOgram costs.

Positlon of DRA

DRA opposes exempting SDG&E from paying a portion of
SocCalGas'’ NGV program costs, i -

DRA points out that the costs for SDG&B‘s own NGV program
were allocated to all of its customers. DRA believes the same
sharing of air quality benefits that Justififed SDG&E's aIIOCation
also applies to SDG&E as a customer of SOCalGas.r ‘San Diego is a
beneficiary of improvements in air quality in the South Coast. Alr
Basin since much of this pollution is transported south to ‘the San
Diégo area. o
' DRA opposes exempting SDG&E for A second reaSOn. DRA.
believes that if the Commission were to exempt SDGSE, the
Commission would be swamped with requests from numerous other
individual customers arguing that the Commission must also exclude
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~them to be equitable. If the Commission were to allow such )
exemptions, it would. not Only create a large administratiVe burden =
-for a small amount of money, but also increase the burden on the
, residéntial ratepayers who will not be given the opp0rtunity to opt:
out of NGV program expenses. DRA believes that the Commission:
recoghized this problem when it did not exclude PG&E’s wholesale
custOmers from payment. ' e i
: As support for its position, DRA points out that the :ﬁ
Commission decided that SDG4E should pay for a portion of SoCalGas'4
WMBE clearinghouse expense. Also, the Commission allocated the
cost of NGV.programs to PGLE and SDGSE electric customers.
City of Lonq,Beach ' : S
Long Béach supports SDG&E in its position thatpit"'s“"hoﬁldE
be excluded from the allocation of SoCalGas’ NGV program:costs‘ :
Long Beach appéared at the prehearing conference in this matter t¢‘
.- state its support for SoCalGas‘ NGV program, based on an;agreement:
~ bétweén Long Beach and SoCalGas regarding the nature and extent of‘f
‘assistaice and support that Long Beach will receiVe from SocalGas
in regard to Long Beach’s own NGV deVelopment program. : a
Léng Beach is very concerned with principles of cost
allocation to be applied by the Commission in the various rate
'proceedings. Long Beach states that, genérally, the Commission has
obsérved the prlnciple of cost causatjon as the basis for :
distinguishing between retafl and wholésale customers for purposes.
of cost allocation. Absent the specific agreement betweén Long
Beach and SoCalGas, Long Beach believes that the allocation of
- SoCalGas’ NGV program costs to Long Beach would not bé consistent
with cost causation principles. '
Discussion
The casés cited by SoCalGas and SDGA&E show that the
commission has considered the alloéétion of SoCalGas program ¢osts
to SDG&E on a case-by-case basis. For example, a decade ago we »
decided that SDG&E should not be allocated SoCalGas‘ conservation
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program costs. On the other hand, more recently we de01ded that
- SDG&E should be allocated SoCalGas' WMBE clearinghouse costs.:f'ﬁ
‘both cases, - SDG&B had - its own programs.‘ In reétrospect, we believe'
that there may be an lnconsistency in our treatment of these costs.
Nevertheless, wé shall continué our practice of deciding such
allocation issues on a case-by-case basis rather than by following
~a ruleé that szmply does not take into account rate impacts or the
equity of such allocation‘ : ‘

First, wé agreé with soCalGas that SDG&E‘’s NGV decisiéﬁ

does not stand for the proposition that SDG&B ratépayers cannot be
allocated any portion of SocaIGas' NGV costs. :
: Second, wé do not agree with SocalGas and DRA that our
treatment of SoCalGAS’ WMBE clearinghouse costs stands for the

proposition that SDG&E shall henceforth be automatically allocated

any and all SoCalGas' program costs regardless of the nature of
- such programs and the rate impact on customers of the two,
utilities. : ' S
Thlrd, Long Beach raises the issue of 'causation..- He'
note that Exhibit 2 (marked for identification and spOnsored by
SoCalGas) clearly shows that pollution from the Los Angeles Basin
is blown out to sea (west) and then blown back (south) into the;San
Diego Basin. Therefore, we may characterize SoCalGas’ argument as
- saying "that SDGLE ratepayérs should be happy to pay for SoCalGas’
program because_it will reducé the amount of pollution that '
SoCalGas ratepayers export to SDG&E teérritory." We are not 4
persuaded that SDG&E’s ratepayers would appreciate thé logic of
such an argument that the benefit to them is less pollutiOn
denerated by SoCalGas' ratepayers. Co

In summary, aside from the disparity in the amounts that
SDG4E and SoCalGas custOmers would pay in rates for NGV programs
(0.360 and 0.062 cents per therm respectively), it is not equitable
that SDG&E customers be also required to pay for this SoCalGas
program since they have their own. For these reasons, we conclude
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" that SDG&E’s request for exemption from allocation of s‘ocalé'aé’iq(‘;v? 3
. program costs should be granted.  Our dec1sion to exempt SDG&E

- applies only to the two-year program covered by this Application
and it does not set a precedent for future ratemaking declsions.
K . As we stated above, SDG&E is the only party opposing
Socalcas‘ request for eX parte treatment. Since.-we have now.
decided that SDG&E should not bé allocated any SoCalGas NGV program
costs, SDG&E has no further interest in this: procéeding and there'
remains no party opposed to SoCalGas’' request for ex partée
‘treatment., And since the commission has already addressed the
policy issues in the NGV decisions for SDG&E and PG&E, we belieVé
‘that thére is no need for évidentiary hearing in this matter.
Accordingly, we shall address the proposed Séttlement Agreement.‘r
. Thé Proposed Settléement Agréement : -
. On October 4, 1991, in compliancé with Rule 51, SoCélGas

| and DRA executed and filed a Séttlement Agreement settling all o
'differences between them regarding the approval and 1mp1ementationl
of SoCalGas’ NGV program. Both parties stated for: the record that
the settlement was fair to ratepayers and shareholders alike and
each urged the Commission to accept the settlement as reasoﬁable.gﬁ
The partiés thereto agreed that the settlement conforms with priorf
Commission NGV déecisions issuéd by this Commission on behalf of
PG&E and SDG&4E, regarding overall léevel of funding, cost allocation
methodology, duration, scope, objective and purpose.

At the prehearing conference, the ALJ directed the
parties to file briefs on the Settlement Agreement. SoCalGas, DRA,-
SDGSE and Long Beach responded. Aside from the concerns raised by
SDG&E, which are now moot following our decision on the cost . -
allocation issue, no party opposes the Settlement Agreement,

SoCalGas urges the Commission to approve the instant
Application, as modified by the Settlement Agreement, as sOOn 'as
possible, but in no event later than such time as would allow .
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SoCalGas to begin its HGV program and open the balancing accounts 7 .
described therein by January 1, 1992i--4 S L

We note that on July 2, 1991, this Commission approved
the modified NGV applications of PG&E- and spcsE. ! AmOng the many
policy issués decided theréin weré those that stated the Commission
had a mandate from thé legislature to ensure NGV market penetration
in all of California, that NGV programs will produce cleaner air,
that all customers of utilities implementing NGV programs will
benefit from cleaner air. We intend that the policy issues decided
in these decisions apply to SocalGas, ‘and we reflect the '
determinations of these decisions in our findings and conclusions.

As a result of these decisions, both PG&E and SDGSE have
begun their NGV programs. Thérefore, we see no reason to delay -
impleméntation of SoCalGas’ program. Accordingly, wé shall adopt .
the terms of the Settlement Agréement as modified by our decision
to exempt SDG&B from allocation of SoCalGas' NGV program costs and
establish a balancing account for SoCalGas effective as of the date
of this decision. ' -
Rule 51.9 = Inadmissibility

~ since this decision in-effect modifies the Settlement

Agreement to the extent that we have exempted SDGSE from allocation
of SoCalGas' NGV program costs, there is a procedural issue
resulting from our. treatment of this matter ex parte. Rule 51, 9 of
the Comnission’s Rules of Practice and Procedure makes inadmissible
the terms of a proposed settlement that is not adopted in total by
the Commission, unless the partiés to the Settlement Agreement
agree to their admission piecemeal. We note for the record that

"4 D.91-07-018, PG&E’s " decision, contains extensive discussiOn
regarding the policy issues that confronted the Commission
regarding NGV programs per se. The discussion set out theréin was
referenced in and adopted for the decision in SDG&EB’s case,

P.91-07-017.




"‘?:the parties to the Settlement Agreement --SoCalGas and DRA - haVe

, "expressly agreed to pieceneal use of the terms of the. proposed .
- Settlement Agreement as the basis for granting SoCalGas ex parte jkfd
- relief in this proceeding. - el
ALJ‘s_Proposed Decision o
On pecémber 6, 1991, the ALJ‘sS proposed decision was
served on the parties. : Coe
: On pDecember 20, 1991, SocalGas and DRA filed comments ,
accepting a modification of the Settlement Agreement exémpting only‘
SDG&E from paying any of ‘the costs of SoCalGas’ NGV Program.
SoCalGas and DRA accept the modlficatlon with the understanding
that the cost allocation methodology, which excludés SDG&E, is -~
~uniqué to this proceeding and is not a precedent for future cases.
, Lastly, DRA requests that it be made clear: that it does
" not agrée that development of CNG fuel vehicles requires a ‘
o ratepayer-funded program. No such stipulation is contained in the B
Settlement Agreemént. However; DRA does recognize’ that the _' :
commission addressed this issue in D. 91-07-018 and D. 91-07- 017 and |
found that NGV programs do require ratepayer subsidies. i :
We have carefully reviewed the comments filed. To tHe ;'
extent necessary, approprlate changes have been incorporated into’
the body of this order.. s

Findings of Fact
i. The Commission has previously determined in D.91:07- 018

that to achieve substantial market penetration for the use of-
compressed natural gas - (CNG) fuel vehicles, a ratepayex- funded
program is required to develop the eQuipment and infrastructure
needed to encourage the use of natural gas to fuel low-émission "

vehicles. . :
2, Impediments to the use of NGVs includes (1) lack of

customer acceptance, (2) lack of participation by automobile
manufacturers, (3) unfavorable fuel economics, (4) lack of
refueling stations, (5) lack of trained mechanics, and (6) safety
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perceptions that natural gas in its gaseous form is less safe than
gasoline in its liquid form. An NGV industry requires 1n1tia1
public assistance to establish itself, : .

3. To provide an 0pportun1ty for potent1al users to become'
knowledgeable about the benefits of NGVs a program must be -
established which does morée than mérely convert utility facillties 
‘and vehicles, but reéaches out to the publlc in a way that makes it
convenlent and economical for the public to participate. ’ :

4. The specific objectives of SoCalGas' NGV program aré to 5
begin to develop the needed CNG commercial fuéling infrastructure
by installing a limited number of NGV fuéling stations; ooﬁ91née'
‘influential fleet operators to replace cbnventionally fueled
vehicles with natural gas powered vehicles by competitively pricing
natural gas and by co-funding the incremental cost of Original

Equipmént Manufacturer supported NGVs; and conduct critical mhrket'

support ‘activities to help overcome barriers and to assure high
levels of customer satisfaction with NGVs, - successful market
_introductlon and ‘continued market growth. ,

5. 1In order to meet its program objectiVes, SoCalGas
tprob08es to install. ‘up to 51 refueling stations to serve 50calcas'
and customer NGVs; implement market-based NGV service tariffs and
rates continue activities with vehicle manufacturers to deliver
production line NGVs; stimulate private séctor involvement in the
acquisition, production, servicing, and support of NGVsj and
collect emissions and performance data from dedicated Origlﬁal
Equipment Manufacturer supported vehicles as they bécome avallable.

6. Under the Settlement Agréeément, SoCalGas requests that
the Commission authorize two years of funding for SoCalGas’ NGV
program, ¢onsistent with D.91-07-017 and D.91-07-018, and that B
SoCalGas will spend no more than the authorized amount, R
$10,818,000, during the two years authorized for this program.
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, 7.r SoCalGas does not request additional capital in its »
'applicatibn, therefore, capital -related issues such as depreciation
are not addreéssed. : ' : '

8. The $10,818, 000 Settlement Agreement figure does not -
include an estimated $18 million of capital investment required to
install the 51 additional fueling stations. :

9, The tariff rates proposed by soCalGas for the sale of CNG'
and natural gas for compression do not cover the total costs of the'

- service,

10. The cost allocation proposéd by SoCalGas to recover the
variable costs of the NGV program as part of SoCalGas’ NGV tarlffs
will be réviewed annually to ensure that they do not result in any
i direct or indirect subsidy from résidéential gas or electric ‘
customers to péersons using gas or électricity to refuel vehlcles in’
_violation of Public utilities Code § 745(c). '
11. SoCalGas’ NGV program {is experimental and its proposed
tariff rates are incentive ratés. For those reasons, and under the_
circumstances, the tariff rates for the sale of CNG and natural gas

- for compression proposed by soCalGas are just and reasonable.-

12.  The fixed infrastructure costs associated with the NGV -
program résult in air quality benefits enjoyed by all Califorﬁians‘
in theéir capacity as ratepayers and, as such, should be recovered:
on an equal cents-per-therm basis over all volumes sold by SocalGas'
to all customer classes consistent with the intent of Public
Utilities Code:s 740.3.

13. The evidence is insufficient to make a finding when, if
ever, theé NGV program will be profitable. S

14, SoCalGas shall capitalize and place into rateébase those
facilities which are normal capital itéms, such as station
construction and the conversion costs of new utility vehicles.

15. SoCalGas should not prohibit customers from owning their

own CNG refueling stations.
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16, The sale by SoCalGas of natural gas - for resaie to s
5customers using ‘NGVs- is ia. the public interest.r_ Lo :
- 17. Any. funds derived from the sale or transfer of assets
kdevoted to SoCalGas' NGV program "shall be accounted for to offsét

losses from thé program. _ :

18. Persons operating servicé stations for the sale of ChG '
for use solely as a motor. vehicle fuel, other than those who are '
'public utilities by reason of operations other than operating a
serviceé station, are not subject to regulation by this COmmission.
Thosé persons may sell CNG as a motor. vehicle fuel at prices they
deem appropriate. o :

19. oOur jurisdiction on CNG sales is limited to SoCalGas'-
side of the meter and the connection to the service stations' side

of the méter. : . ‘

20. Should the NGV market expand to a point where
nonregulated entities aré prepared to enter the market without
subsidy, we should reéview SoCalGas' continued presence in that

market.
21, It 18 in the public interest that SoCalGas commence its

NGV prOgram without delay.

22. In compliance with Rule 51, SocalGas and DRA executed and
filed a Settlement Agreement settling all differencés between them,
agreeing that SoCalGas'’ NGV program expenditures would be limited
to $10.8 million for a two-year périod, and that SDGSE, among '
others, would be allocated a pOrtion of these costs.

23, Since SDGEE has its own COmmission authorized NGV prOgram
which calls for éxpenditure of §6. 761 million over two years, SDG4E
objects to being allocated any portion of SoCalGas’ NGV program
costs as proposed in the settlement Agreement.

24, With the allocation t6 SDGSE of a portion of SoCalGas'
costs, SDG&E ratepayers would pay 0.360 cents per therm, whereas
SoCalGas’ ratepayers would pay 0.062 cents per therm in their gas

rates for NGV programs.
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, 25. If, SDG&E is allocated any portion of SocaIGas' NGV fi
"program costs,; SDG&E requests evidentiary hearings to ensure that o

t_'only reasonablé costs are passed through to it.

26. SDG4E is the only party opposing SoCalGas’ request for ex
#parte treatment of its Application. ' S

ConcluSLOns of Law
" 1. The terms of SoCalGas’ NGV prégram as set forth in the

Settlement Agreement as modified by this decision should be
adopted. ‘ : :

2. The SoCalGas prégram for recoVering variable costS-'
included as part of its tariffs will be reviewed. annually to ensure
they do not result in any direct or indirect sub51dy from ‘
residential gas or electric customers to persons using gas or- »
felectricity to refuel vehicles in violation of Public Utilities -
Code § 745(c) - : o

3, SoCalGas’ NGV program should be permitted to be in effect
for approximately two years through December 31, 1993 unless:/,*'
further modified by the Commission. No additioﬁal funding should
be granted until the compleétion of this program.,’ -

4. Persons and corporations operating service statiOns for
the sale of CNG, other than those who are public utilities by -
reason of operations other than operating a’ service station, aré
not subject to regulation by this Commission.

5. The allocation of fixed infrastructure ¢osts oVer éll
customer classes is consistent with the intent of Public Utilities
" Code § 740, 3(c) given the finding of air quality benéfits that willr
bé enjoyed by all Californians in their capacity: as ratepayers: -

6. It is reasonable to exempt SDG&E from allocation of
SoCalGas’ NGV program costs since SDG&E has its own NGV prégram and
its customérs would be expected to pay at least five times more
than SoCalGas’ customérs in their rates for NGV programs. Such
exémption should be limited to this NGV program and not set a
precedent for future ratemaking proceedings. :
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/ 7. Since SDGLE’S concerns aré now moot -with the issuance of
" this. decision, ‘SoCalGas'’ request for ex parte treatment of the
instant application should be granted since no party except SDGAE
opposes the request.- :
8. SoCalGas’ program should begin as of the date of this -
~decision and ‘should terminate on becember 31, 1993 unléss modified
by further order of the Commission. : :

ORDER

IT IS ORDERED thatt

1. Southern California Gas Company (SoCalGas) is authorized
to implement its natural gas vehicle (NGV) program as. sét forth in
the terms of the Settlement Agréement as modified by this ‘decision.
, 2. SoCalGas shall establish an NGV balancing account to
. record the revenue and expenses related to the NGV program.» The
balancing account shall accrue interest at the 3-month commercial
paper raté and becomé effective as of the date of this decision.A

3. SoCalGas is authorized to spend no more than $10,818,000
plus interest in the approximately two-year duration of its program
as costs to be charged to the ratepayers. - -

4, SoCalGas' NGV program shall terminate on December 31,
1993 unless further ordered by the Commission. No additional
funding will be granted until the completion of the program
authorized by this decision.
: 5. SoCalGas may file on three days’ notice to the’ Commission
and the public tariffs setting forth the rates for the sale of CNG
and natural gas for compréssion proposed in its NGV program. ‘Such
‘tariffs shall refléect the terms of the Settlement Agreement,
modified to exempt San Diego Gas & Electric Company (SDG&E) from
allocation of SoCalGas NGV program costs, and be consistent with
the Commission’s policies set forth in the NGV program decisions
for SDGSE and Pacific Gas and Electric Company.




s 4i3“f'3--61 :The termsjofithe Settlement Agreement, as modifieddbyu—af
”:f,this decisién, areé adopted.’;g." S : »"»—-"“
L 1. SoCalGas nay seek recovery of the balance ln its
‘{lubalancing account during its next cost’ allocation proceeding.

e Bs: The costs of Socalcas' NGV progfam shall be allOcated
,fEOVer all customer classes on an ‘equal-cents-per-thern basis oVer:x'

'dall volumes sold by Socalcas to all customer classes exoluding
‘;,’customérs with whom SoCalGas has established long—term contracts o
‘3ii'wlth statéd ratés, . and SDG&E} S
o 7>9. SOCalGas ls authorized to. capitalize and place lnto fiif

g station constructlon. :
_"A: This order becomes effective today.
1’. Dated January 10, 1992, at San Francisco, california. .

DANIEL Wm. FESSLER -~ ..~
President
JOHN B. OHANIAN =
PATRICIA M. ECKERT'
 NORMAN D. SHUMWAY =
Commissléners-‘

1 CERTIFY 'mm’ "rH;& oEglslou
WAS APPROYED:BY THE: Apovs
cow.«u(monrns robtw

¥




APBENDIX A

Liét ofﬁAﬁggaraﬁééé -

'-Applicant! Steveﬁ Patrick, Attorney at Law, for Southern
California Gas Company. N

:e:‘Protestantss Keith W Melville and Nancy W Doyne, Attorneys at

" Law, and J udg Andersoﬁ, for San Dlego Gas & Electric Company.

'ﬁ-Intérested Parties! ‘Michel petér Florio, Attorney at Law, for

Toward Utility Raté Normalization (TURN)j Steve Harris and. Lisa

pannelly; for Transwestern Pipéline; Phyllis Huckabeé, for .
El Paso Natural Gas Company} Mike Mumford, Attorney at Law, for
pPacific Gas & Blectric Company; Patrick J. Power; ‘Attornéy at

Law,; for the city of Long Béachj Gene Everett "Gene_ Everett Rodriquesy -
' Attorney at Law,. for Southern California Edison Company} ™
.. Victoria Simmons, for: Edson & Modisetté; and David R. Stevénson,

"Attorney at Law, for Chevrbn, u.s. A.,_Inc. E

‘Division of Ratepayer Advocatesl' Robert Cagen and James Scarff,
Attorneys at Law, and Robert M. Pocta.{_ o L

>-”;C0mmi8510n Advisory and Compliance Divisiont Harié’Dé‘PUﬂzid.

(END OF APPENDIX A)




