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In the matter of the Application of
SOQUTHERN CALIFORNIA GAS COMPANY and
PACIFIC LIGHETING GAS SUPPLY COMPANY
to Increase Revenues Under the
Consolidated Adjustment Mechanism to
Offset Changed Gas Costs Resulting
from Increases in the Price of
Natural Gas Purchased from EL PASO
NATURAL GAS COMPANY, TRANSWESTERN
PIPELINE COMPANY, PACIFIC INTERSTATE
TRANSMISSION COMPANY, PACIFIC GAS AND
ELECTRIC COMPANY and California
sources; to Adjust Revenues to Recover
the Undercollection in the CAM
Balancing Account; to Reflect in tkhe
QMA Balancing Account Costs Related
to Franchise Fees and Uncollectible
Expense and Increased Carrying Costs
on Natural Gas Stored Underground:
and to Revise Section II of the
Preliminary Statement of the Tariffs.
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In the Matter of the Application of
SAN DIEGO GAS & ELECTRIC COMPANY FOR
Authority to Increase its Gas Rates
and Charges Pursuant to its Proposed
Consolidated Adjustment Mechanism.
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In the Matter of the Application of
SCUTEERN CALIFORNIA GAS COMPANY and
PACIFIC LIGHTING GAS SUPPLY COMPANY to
Increase Revenues Under the Consolidated
Adjustment Mechanism to Offset Changed
Gas Costs Resulting From Increases in
the Price of Natural Gas Purchased from
El Paso Natural Gas Company, Trans-
western Pipeline Cempany. Pacific
Interstate Transmission Company,.
Pacific Gas and Electric Company and
California sources: to Adjust Revernues
£o Recover the Undercollection in the
CAM Balancing Account; to Reflect in
the CAM Balancing Account costs Related
to Franchise Fees and Uncollectible
Expense and Increased Carrying Costs on
Natural Gas Stored Underground; and to
Revise Section H of the Prelimirary
Statement of the Tariffs.

Application 82-03-16
(Filed March 5, 1982)

In the Matter of the Application of
SAN DIEGO GAS & ELECTRIC COMPANY FOR
Authority to Increase its Gas Rates
and Charges Pursuant to its Filed
Consolidated Adjustment Mechanism.

‘Application 82-03-38
(Filed March 9, 1982)
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- 5 T00 I the'se ‘consolidated: "c_;a&“cf.f'set. applications;e wesare:asked:t

to authorize -increases 'in natural 'gas rates for SoCal anduSDG&E/ Loz oz

offset increased purchased gas costs from.theirrespective suppliersio:c
SeCaloriginally requested: approvaliiof’ rated Snereasestaitichrwould

provide - $I:7289 billion in ‘addyfional” revenuess :t:hfs:*c:te"cgies:tl‘. wWastneD LnT

g

subsequently revised to $I 106 billvon.. - Oursdecision todayzigrants. wox
SoCaI ‘additional “rate ‘relief of about’$834pmilitom:iod oy s vigou:n
58 inge “SDG&E- -purchases gas from: SoCylo under wholesalelso oiu=on
Schedule G-61; "the ‘rate relief -granted-SoCal=will have -a direct and-cus
“immediate “impact ‘upon ‘SDGLEs ‘operations and .expemsesoorlorrecover or
the -increasedcosts of its gas supplies rand to amortize under~_and: aon

overcollections in the PGA and SAM balancing accounts, we .w:i:]&la?faut.horize
SDG&E “Co “increase ‘rates-too-generate ;additional :revenueicf ©$66.3 million.

B e I

crrmrat virm-addition to Ruthorizing rates. increases: :for:SoCals and::SDGEE,
today"s decision-addresses. -severalsignificant economic dissues::andi: 7
. establishes ‘policies in ‘thefollowing:areass loxipnTam” 47  .digelovad

(1) The appropriate .rate: design: quideltines: S,
for SoCal; G FoR S ot T o

(2) AnTappropriate>reconomic test <for:new o7
long-term gas supply projects,andrz =om

(3) An approprizcte‘economic-test for:o:ixg o7
short-term d“:.scretlonar}mgas. purchases... N

-

The rate des:.gn guldeline adopted to‘d‘ ‘y ere based upon the

""""‘"‘ ,‘-;-,n. L

prem.se that gas custon}ers sbould pay as ciose to the uta.l:Lty 5
_, marg::.nal supply costs asq '

R

revenue requ:.rement constra:.nts and‘ min:.m:.zat:.on

o n —

' 'I‘he most effn.cn.ent a‘I'location of qas “resources

o~ e PR gy

) should occur when the customer pays the margfnal “or ﬁr’e's:ource Egspt:."of‘ gas-
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The adopted guidelines move toward accomplishment of this goal. Since .— :
adoption of rates completely based on marginal costs would-collect more |
revenues:than: SoCal: requires,- the: guideline, rates.dnvert:residential
rates: whilelpricing.the lifeline: rate at::less than marginal,.costito. .-
solve the: overcollection: problema: . ics wop Ho2oAdwig 5ozoowsnl sonid

Lloclni-order:tos-providerar useful supplysplanning «tool: for:SoCale
the Commission adopts:an economic: test: fordetermining: the; prudency-of,
new long-term. gas supply:acquisitions..c If: the: net :cost,of the:new,.gas,
supply at the California:-border: should: exceed the -cost oficimported ~oz
crude delivered +o Californmia; refiners. over.:the.lifeyof the.:gas supply
project, failure by Socal to .demonstrate-that-it ‘considered ithejee__onqp:‘,.c Aest. dn .-
the planning. negotiating, and :cextificating phases,of acquiring, thernew
gas supply:will ¢reate:.a jpresumption;:that:.the new ;qas;r;s,uvpply; purchases:

are: mprudent._ WOLLTNUIIDS Tnlonolod MAE Doo 06 wmr ab o omorzoollaowavo
Tgoolom . The Commission also::adopts:an:«eConomic test ;Lo apply tothe

\ipu::..'chase: of.;.d:.sc::etxonazy;:voa.mnes: ofy gas:«under existing,:supply contracts.
In adopting rate design guidelines: fox-SoCal.-a;;'marginal:rate’ ,.wa_s,gw
developed. The "marginal rate':is.-developed: by considering: <o  2sza0 .

(1) A reasonable; priceiforydiseretionary, o~ (I}

purchasers: 10202 w0l
(2) The variable :cost -of:themost: expensive s /o)
gas supplyrand oy viggus 2o mTos-daol

(3) The priceof :aitematezcﬁuel:sr,c. suchas; ~a
0.25%..and: 0~ 5% -low: ssulfur:-fuel ~oil:.and-»

¢
NS g

U A#Z dlst:.llat_e_ _Q:._l‘. ey P 5 g -
PR o1 it ot - ._ atio ‘,.L.. ] ..—l‘—' ey "1 ‘ ¢ -P‘-w I r-
All these elements are relevané: to an econgm.xc test for
- e D BRI DTIDMOILLD LoD FAND DLomeIs

d:.screta.onary purchases.h The marginal rate which th:.s dec:.s;on

PR - i

__»..‘

establ;shesv :.n a _range from Sl 7¢/th to 52 6¢/th w:.ll nrovide an adequate

) - -~ R =
NI T W a2 DLDIITe Znom o onl canlle mmidodown Sz 20

benchmar}c for mak:mg a threshold Geternination of whether a certa:;n

o W Sl i e WD MDD T TOMOTIUD Lrin o reNw muens Bloon
discretionary supply purchase :.s prudent or not. If d;scret:.onary pu.r:c:hases
are made at prices in excess of the marginal rate, a presumption is

created that such purchases are imprudent.

- -
-
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Finally, with respect to SDG&E's rates, the staff's
recommended rate design, thhﬁxwo exceptions, is adopted. TFirst,

45 baah s el

the l;.ellne rate is nalnta;ned at 80% of the system average cost.

e e D

o -

Secondly f%é’sfaff“s recommended GN’S rate ls lowered’to 50,5¢/th.

Fy e v n,_AmA -

The' GN;S'rate wh;ch’covers sales’ from SDG&E g gas department Yo i

B R i el --u-\n—-v-vm oy . r-r

eIectrzc department,'was revzse&Dddwnwarﬁ’to “tigate some of’th'

eon - = o)
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1mpact of today‘s authorzzed’gas rate 1 creaSe upon SDG&E s electrzc'
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a;ﬁ On September 4 1981 Southern Callforn;a .Gas CompanyQKSoCal)

.U e DD LN L= D0DTOROKU DD L U wdie i WDiee

and Pacmfac nght;ng Gas‘Supply Company (PLGS) f;led Appl;catzonpﬁk )

sraw et .» P A I A ware -t

60867 seek;ng Commzss;on authorzty o, lncrease their natural Sas, rates

;_,“,_,,,__ PESAY DL LD L L oW \-‘.....-4....:\.1. D TL ATV A

by about $790 m&llion._ Sluce San Dleqo Gas & Electrig Companx;(SDG&E)

" "
Le LI P » Al Wl A Tt ot el wd i PhL LIS W O PR R A

purchases gas from SoCal under wholesale SChedule G-61, SoCal s request

aaanTe
ot e’

for rate recovery of purchased gas costs has a direct and immed;ate
impact uporn SDG&E's operations and expenses. Accordingly., on
September 15, 1981, SDG&E filed its application to increase its gas
revenues by $56.7 million to reflect the increased G-61 rate proposed
by its supplier, SoCal. &Given the clear interrelationship, A.60867
and A.60901 were consolidated for hearing. | _

On September 24, 1981 in Los Angeles, public hearing was held
to review the requests of both SoCal and SDG&E for interim authority to
increase their gas rates and charges collected through,their'respectiv
Consolidated Adjustment Mechanisms (CAM). Subsequently, SoCal filed
affidavits indicating that certain Federal Energy Regulatory Commission
(FERC) actionms bad resulted in a tentative decrease in its $790 million
request to $715 million. SoCal sought interim relief at 80% of that
amount, or $572 million. Correspondingly, SDGSE revised its request

downward and asked for interim relmef at 80% of $38. 1 million, or
$30.5 milliorn. o

/e

On October 20, 1981, the Commission issuedLDecisiou (D.) 953629
granting interim increases to SoCal of $572 million and to SDG&E of
$30.5 million, both subject to refund. All other substantive issues,
including rate design. were reserved for resolution in the firal order
in the consolidated applications. Further hearings were set for
Noverber and December. The rate design issue engendered controversy
and required considerable hearirng time. Hearings continued for 21 days,
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finally concluding on February 26, 1982. Seventy—thfee-exhibits were
received in evidence: "Tha ¢énsdtidatéd ~applications were “finally
submitted, subject to the filing of concurrent briefs oh?March+r7:°L982.
Briefs were f£iled by'SoCal*“SDG&E~1Southern*Cdr1forn1a Edison Company

o o
ST phelege) SOV OO

(Edison), the City of Long Beachm(Longﬂsea.c:'h);.H Tehachapz-Cummings
County Water Distriet {(Tehachapi )%’ Carlfornla FarM‘Bureau Federation

‘...‘- A.D...ruA O..

(Parm Bureauw), California Ammonia Producérs. California Manufacturers
Association (CMA) . General MOtors Corporat:on‘Gmm) Jl‘oward Utility Rate

DR LN DIODSNT OO DLIDN """’

Normalization (TURN), eqents of~theaUnxversitg;of~Ca11fornia (ve),
racific Gas and Electr;c Conpany—(PG&E), Department of General Services

e lw Satwie 2o SR Taa o i0e r_)-,-vn, a0

-
-n...-. - d -v\’l

(DGS) ,and the Commission .Staff. (SAfE)..xr as.=imwnoab

o
DoINATTNOIOR

Orn March 5, ”l982-~pr§o§ towpge lgsggnce of~a Commission decision
in A.60867 and 60901, Socal filed ;ts Ap:ml 1982 CAM A.82-03~16. SDG&E
followed suit-and~filed AT82-03-38%0n March=o 919827 08ce again the two

matters were comsolidated for hearing. Public hearings“omn LHegE-~O3

PR

consolidated appl;cat;ons*were~held fromrMarch 22 througtharch 25, l9s82.

SITAW Dol LI000R0 LoD VoD oet o

After oral argument by~appl;cants,cznterestedqpartges, and the Commission

staff, A.82-03-16 and 82-03-38 were—Submitted “on-March 25, 1982.
oy ...Q Jnlo vtz log

All four of the above-feferencednapplzcatzons will ke
consolidated, .and we wxll .publish one decision dxsposing of all matters

DS DDACRD OJLT WINIITEOUCOS

raised by the’ four appllcatxons.~ we~areunow,pneparéa-to-;ssue our
decision. - SEOMOTEND

NTBGﬂUéf;ém'é Hye TARNA A o Temo

- ey ""'\”or .;4':)-&.‘\,,\1

Today's decision will consist of‘owo major components. The
first component 1nvolves SoCal 's A. 60867‘and“32203“16“and the issues

L ~ LR A

T

wh;ch they have razsed._ The éecond'oomponent addresses SDG&E s

. o " I ) o= .
SLNRES Lo 0w ko SO LT - Psseiniafegid

A 60901 and 82—03-38'and the issues generated "oy “their fllzng. T
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- -Our rev;ew_of SoCal ' cations-will, . focus on the,.. . .
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P

and ‘projected- costswforvthe CAM» o vl
- forecast period .of-April .l,.1982 ...... .
to March 3l _1983. - )

- . ; ) - 4 ~
~ e NuSodalelo - - - e e e p"‘, forr e T
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The appropriate.rate desxgn for,-.n (AT
spreadlnq the revenue requirement o
among“SoCal"s ‘customers; and'ﬂ*r CAERTTS

- e e -
o m e T T " hgles Rt dote) O
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3. The appropr;ate economzc ‘tests for
determining the-reasonablenesstofitimmot Wi
. long-term.gas supply projectscand Ry
short-term d;scret;onary purchases.

oy
ad ot

~s ot
Ve D

Mt Ou:~rev1ew -0f -SDG&E! s-appllcatlons will: resolve the .,
following issues:- .~ -- - mmstand =0l

-~ E !
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R e e T

-
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- Lo The. author;zed1revenue~requ1rementrq
‘to recover costs associated with-
- SDG&E"s CAM and “Supply~Adjustmentsc.
 Mechanism . (SAM)..for ~the forecast bﬂg
period of Aprxl 1. 1982 to )
March- 31””1983¢“and DU SL el ao

. -
hd S Sadat ~ ' ’J \m,—
.-...v‘v g PRIy

2. The approprlate'rate des;gn ‘£67 spreadlng i
- - the“revenue‘requirement “among SDG&E 's~0> iz
customers.

-

II. SoCal's A.60867 and A.82- 03_16_:,:'
_A. Revenue Regglrementd

- . o e, Tt e —~ oy,
e A -l " « Py - M

e o N A A aa i e gl " - ER S ‘...«J
l. . ' Qsit, e

,,‘J
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A"82-03 16 ‘as orlginally f;led reqﬁested Comﬁxssiéﬁ‘

- - o
- AT -~f\-—\(~m\/4 oo »J woym

approval of “aterxncreases which would provzde $l 289 billmon 154"’”

XS Sttt

STOS0D LoLnuL v WA

additlonal ‘revenues for SoCal. ‘However, on March 23 1982 tﬁe*FERC
took action on filirgs made by the out-of-state suppliers ¢f SoCal and
PLGS~El Paso Natural Gas Company (El Paso), Transwestern L‘*:.;pel:u:uh
Compeny (Transwestern), and Pacific Interstate Transmission Company
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As a result of the FERC action, Socal submitted

o e ".

ev;dence wh;ch revmsed ;ts.revenue requlrement request downward to

_-A.w -y n—-—;,\n.- -y g

: ToLrTallonuednn IaNesn oNInaslisl MID ofr anizvoms
$l 106 blllzon. -

ool ~uo
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“The requested $l 106'bfllion increase i revenuer¢'

R ,o—— t
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requ;rements_;s prompted by the belowunq elements- C&) lncreased

2y a =z -

3,

costs for basic purchases from present supply sources, (o costs of‘

-w»-r\ y"‘-"""-l? "\"r ‘ve‘-w i - .\.,..,

besc' ‘eEforts purchases frcm FG4E a5d Michigan Consbl:x.dated (Mlch—Con) LoFa e

- - . . . w il ’
A -~ ey - R N -

o *everue cequlreo to -ecover g undercoliectlon of’April 30 1982 and”thegcatrudng

ot ooty DOy T e
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cost of ;ncreased “value of gas “in storage, incIudmng*franchlse Feds

m».-,,-..m " el

R i y cronllonisday GI liIgA Dosomifus
né uncollect;ble accounts (F&U). - A Do
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SoCal's amended showxng mnd}cates that EL gaso s andx
DL LT el el G DO SHDNMONLIEDST DTN -
Transweste:n.s,rev;sed tarlffs w;ll increase the cost of)gas to- soCal
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for the lzemouth perzod commenclng Apr;l 1, 1982 by about, $693 million.

— —~— vy -
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,The cost of Transwestern gas will_lncrease by about SBOO mzllxon for

Lo e e
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tbe test, perlod.l Included in this increase is, $53 million due to 3

O
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general rate zncrease wh;ch.became effect;ve February 28, 1982.

e ATy e rv--. ,nnv-b-nr
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lncreased cost of El Paso gas 1s‘about $393 mmll;on durlng the'forecast

e A

fite oo
2o il fuie LA INNEdn T o Te Rug S 41 el godtTuinlol)

perzod.unrhzs ;ncrease includes $82 m;lllon for S months of El Paso's
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general rate 1ncrease whlch becomes effect;ve July 1. 1982, In addition,
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Pac, Iuterstate s revmsed_tarlff w;ll increase the cost to PLGS by about

B \y
RIS --.--L’ A.fiw e ] 'f..‘ o~ O-ut,-Ja.Q

Sl million. The totalwcost increases from basxcﬁsupply sources,'ﬁﬁich

, o
PPt I - uuok-' Vi Tnam

include federal offshore, California, and Pan-Alberta source gas, are
about $707 million or 64% of the total claimed revenue requirement.

The cost of PG&E and Mich-Con best efforts gas amounts
to about $194 million. This cost is reduced by $182 million due to
increased sales at current rates. Thus, the increased revenue requested
for these purchases is approximately $12 million.
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. SoCal alse seeks-authoritx_to adjustA}tsdrates to. .
TwWon s Coa DL IVvoT 20w aTRoLivo
amortize the CAM balanclng account undercollection estimated to. .
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total about 5153 m;llxon,by April 30, 1982. This date was selected
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Ln ant;c;pat;on of a Comm;ssion dec;szon 1n.m1d-April. The
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anluslon of the Apxil 30 estihated balance in theﬁrevenue require~
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ments projection was, 1ntended to prov;de a moreraccurate representatlon
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o‘ condxt;ons closer to the declsioﬁ date and will reduce overali_cost
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to customers b& reduc;ng 1nterest.~ SoCal proposes to amortize the
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estxmated Aprzl 30 undercollectzon.over a 6—month.per;od Such an

[ > ~
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amort;zatzon of the CAM undercollection would produce an annual
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revenue requ:.rement of 5“346~ § m:.Il:.orf. PUDELAL L1 .LU03

‘_;‘ Sobdl also seeks recovery Ehrough”rts cam for “Certaly

costs whlch are curreptly pendmng beforengie oﬁﬁiéé;éh 1an 6033?‘
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SoCal requests recoverv of $8 S'mmrllon in carryxng costs reIated to
. o~ . el alid e o (')-‘\“ ) L Tadis D Liked

rhe xncreased vaLpe of’naturel qas‘En storage “over adopte&‘test year
levels.

oy e

603“39 tha_t @ Balancing"7?

s T :
4 Yy ! &

- account ‘be author:.zed to ensure t‘hét no Jmore "or “mo 1es’s‘cthan “tre 77+ .

sEmmmm D owan AT

) eccpal lncurred franchxse fee expense an&'uncoIIectible “sccounts ~°%

P -r-‘-"-r RN Ve ey oy ,..,.,_,

expense is collected 1n rates. Author;zatfon | of “this requesﬁ”ghgﬂ“

,s-v- .

..~,..,,~... TN R~ v-,l, 4,—.;-,.,,‘-0..-.« —,—c"

'f 1ts 1nclusxon 1n the current CAM WL Shcrense The Teverde require-

o : ' ‘ ~ TOUI L IOTDIL 220D Inzon odT Jmonllooh IR
ment by about $26 m;ll;on. - N
LT UDTELOL 2SNoslienst Eanooo EPBN b : '
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e e ~In, sum,..Socal’ =S :equestedm:evenue requ;rement of

A -t A ) m a

$l ;06 b;lllon was, denxved as followsz .

VR e e e A

-

TP T RN
PR PP S A N B P P WA,

72&%: Cost Qf Gas Purchased, o

[P . [ --.h.w- 't id

2. CAM Balance Annuvalized*
3. VSubtotal o e it 3 e e . 4, 616 802

PORVENA RSN b Betin A 0 RCANNN & SLon Jﬁa.-.,‘\l'... At
4:v Associated-?&U”Expense QoL ID2TEX TR 79,755

mxoveton ol zowsoons o (00 &8 82 e "o
2. Gas Marganﬂi SLODLDeIDTL X5 N0 ZRoD 752,188
6. Primary RevenuedRequtremean?-«u S5R

"H'r\ TP e P = T

o ’_a DO LRTLTLD
(L;nes 37+ 4.+ 5) i e e dme o

7. Revenuerat Present Rates.-a, Lm

P

8. Revenue'Requxremént Echudi‘ngw
Revenues Pendznq zn A~60339

I

3

5,448,745
4,377,826

[
IR

4 ot
(S NS I 5

‘, U s}
i1
BN I

L
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1,070,919

- -’-
¢ O\"

m.-..“ B -~

9. Qevenﬁe ?end;ng in"A 60339‘f;

) L

8,466

e e Ay

ot Prlormpéqxod JE&T annuaI;zéd“ 25,651

ot wd el s

¢. AssociatedIR&Uo(lon o+ 9bnxl;xnsx) 589
10. ... .Subtotal, . ...~ . o 34,706

1l. Totél»Revenue”Requzrementﬂ 1,105,625
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2. Staff Position

YT SEdfE "recdmmends thatTan ddditional“revenue requirement
of $834,294,000 be authorized £or collection by-socal £Rrough its-CAM.
Staff's estimate of $834,294,000 is $271,331,000 less than the

$1, ldéfsigﬁoéo requested by Socal®™’ The reasons- for’the lower staff

et

- Nt fod \... w:
recommendatton are as follows: ~—-=- A 20a0ls8 MAD

o~

Carrying cost of Storage Inventory - "
SoCaliincludes arrevenuerrequirement of
$8,466,000 to recover the carrying .
cost on an increase in the‘value of”~
gas stored~underground:based on.thec =z
difference between the value of 5such
¢as established in SoCal's TogL-

general rate:case and; its estimated:
forecast perlod value. . The _issue
.of whethexr~ ox “not” SoCar'shoul& be
‘authorized “to recover ‘carrying’costs
on the value of gas stored lnder—
ground on a‘-current-basis’is now" "
beforerthe :Commission nin As60339.
Accordingly, staff does not _include
such~costs ‘in“its“recommended -~
Trevenue requirementisziiosnoA LD

=
.

e

SoCal's estimated revenue requirement
includes $25.:65Lx000.tosrecover anc™
undercollection of franchise fees and
uncollectible expenses for the period
©T. Aagust:lz, 21978 through:September 177+
1979. This issue, as is the case with
carrying costs ¢f storage inventory,
is pending in A.60339 and is not
included in staff's recommendation.

CAM Balancing Account —-- The Solal
revenue requirement includes the

effect of amortizing its April 30,

1982 undercollections ($§153,401,000)

over a six-month period, resulting

in a revenue requirement of $346,379,000.
The staff-estimated revenue requirement
attributable to CAM undercollections is
ceveloped using the estimated March 31,
1982 CaM balance of $89,358,000 amortized
over the six-month period beginning
April 1, 1982. The resulting revenue
requirement is $201,770,000 on an

arcnual basis.
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e 0 TAAITYN

Cost of Gas - SoCal“sestimate-—-
cr.o0f thevecost.of gas-purchased’from
- .EL_Paso includes the.effects of
" 'El Paso's gemeral rate increase’
“application whichsunder FERC niop azurst
-~ Procedures_is_scheduled.to become _|
" effective on JUly "1, 19821 The~~ "7~
CAM procedures establishedlbyithe :~c:
.. Commission_do mnot permit SoCal to
“reflect in current filings the~ -
cieffects of FERCurincreasesowhich:oo:
..are -to become effective . subseqpent
to the revision datel” SoCal's ~*
requestofor: author;zat;onoto“reflect:sd Ko
such._costs.in the revenue.reguirement . .
is ‘effectively a request “for a' - -vTVT F-L0W
-deviation:from.thertariff proceduresss . znziw
SoCal’s:estimated.revenue Jfequirement
‘also includes ‘an increase inm the cost”
-2 of transportingrthecPan-Alberta /gasco- .-~ Lo
-on the EL _Paso_system occasioned by . o
“the July" I, 1982 EI Paso “general” PRSP ST
T ereasey . .Theleffectvoflincludingionkyv .o cas
.those rate_increases_effective_on or

A
~LWDOT

.A,.... .

~

-

. S T TR pefore the revision date results ipo-cRvesd

cac staff-estzmatedmrevenueJrequirement: fr s
.to_offset _irncreases in the cost. of .
“gasTthat™ is approximatexy“$88 i1y $en- T T
-less>than~SoCalts estimatesag oz sni won

TouociamiTo nr o The staffrs:recommended revenuedrequlrement of
$834:;294,000 was~tabulated:asvfollows=unny 32 200,838,352 wollonik o

. - . -
A e b oy e e ot i el - e m ey P e e oo =, .

; ‘ . o~ s T -~ e b g, -
LD TSN Toomonon DS donLenn POl N KA : mlLTL CEZE0T

tovXl. :Cost ofrGas wnarinILg sop Louedla "'“‘-4 2182253355

ER R A

:2;:ﬁCAM:Balance&@Annualized*oﬁ: doozo® nsD '201q77033“

23L voiaSabtotalexg so¥7 shmozmon FAUT 1443845303 I

4.:oFranchisexFfeeso&n ‘U.nCOIJ_-.eCtib‘l_e:Sv:, ovesl HLluos L:s:)o.?:
(Line 3 x 1.7275%) 75,739

Gas Margin . 752,183‘
Subtotal Revenue Reguirement 5,212,230
Revenue at Present Rates 4,377,936 .

Additional Revenue Reguirement
(Line 6 - Line 7) 834,294

*CAM balance estimated as of .
March 31, 1982.
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3. IURN's Position. . . - . ..on . .
TURN‘raLSQS th:ee pomntsrw1th :espect to the revenue

res

requirements 1ssue.f ?1rst, TURN supports the staff recommendation

Y L ..su... PO pad

to exclude future gas cost xnc:easesnasuoh*aSrthe July 1, 1982 El Paso
general rate lncrease' inndeterm;ning “the - uleimate revenue reguirement

ST e v M J0 DVLITRD LD

for SoCal's Aprzl>1982uCAM-.w.uss,w ’f“'ﬂﬁ"o~c e

- ey "M“n./

- r———

“SecoodIy “TURN urges the Commiss;on to adopt 2 l2~month

Al

o [ - -

amortization of the*balanCansaccount:T Iﬁ thesstaff-recommended
revenue requirement w were revzsed toﬂprovide a lZ‘month amortization

.-.u-.-'h— m-u‘.haﬂ lu-‘

of the CAM balanc;nq.account:ftheoaddztional revenue requirement £for
Socal would total” $7I9 ‘940 ; OOO.F TURN"adm;ts‘that‘such an approach is

_— - -4L.-.,~ /..f.. PNV R D

rot without r;skoand further acknowledges~that a;LZ-month amortizat;on
would stretch’ out the recovery of costs and’ potentlally leave some

DT .--a-w-»--)'A-. \J-md

hundred mzllzog dollars for~:ecove£y~1n~SoCal“s October 19582 CaM’

oL

proceeding. Howeverh in. Izqht o£~the enormous 1ncrease sought by

e ot wat [ R CE TRV IR I g

seCal and gzven~the~possib;l;ty:that EL - Pasoussand Transwestern's
undercollectzons mlght‘be amortized by the next CAM proceeding, TURN

Pt IO

argues that delay-of SOCal ssundercollectzon,:ecovery through the
anxual period. could actuallydresult zn rate stabilxty} with a smaller

c9 e N Ai-v‘h«*hn-- P

increase now and the posssbllmty of . mmnlmal increases in October.

Looor T Byritsythird recommendation:TURN asks the Commission
to disallow $2,883,000 in unnecessarily:and:-imprudently incurredrgas

costs.’’During October 1981, SoCal purchased the contract minimum daily

quantityiof "Pan-Alberta gas. Purchase ofthe 2,598 .MMCE of

Parn-Alberta _gas forced the rejection’of-ancequaliamount of lower-cost

El Paso-supply. TURN contends that proper:plamning and foresight by
oCa; could have avolded~re3ectlon:ofwtbefElﬂPaso gas~

fvamen <
v\_s.«\....

" . Lo
- o »
LHOLTIDDN
P -3
[P ey}

- YN A
L Tl - g
DONLDLEDT Ml

- ro .
P 3 ~nN
- [ T -ty
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- e R T y"»-.,-.' RSededa) g, - e ey

’rhe p:.peline capac:.ty constraint t‘hat broduced t‘n:.s
sEmm s ~ A o e tetdinl t 30 SoL it o B oA Sadin]

problem wall occur anyt;me E;VPaso lS delzvermnf" fuIl coutract T

'w\m-.- on a\, -

quantztles to hoth SoCal ahd PG&E.t o order to avo;d smmilar Bi Paso

el Famy o T o~ - 4

rejéctions in the furure, SOCAl's transpOrtation affiliate. P""“‘

ey~

Interstate,_applmed o the FERC on October 15 1981 for authorlty "

SRR

ﬁ/

-l.-\ ,o. n-ﬁ."

to use an alternative route Haa such

e et - =

pertisszon’been obtained prxor to Octoher 1981 th@“rejections in™”
e e rym X ~z eyl .\‘_.t,‘ ,N’,J-; v o T

" 3 e XD T2
that month would not have been,requlred-

- LT --'.._

R

T Tl

The "reasonableness" questlon faclng this Commassxon

non IR —r,“-tw o, ‘A-‘O

1s whether Socal shouid reasouahly“have ant;c;pated the possih;llty of

gl e N rete ey

capac;ty constraiuts and acted o dhtaln PERC approval of'the Pacmf;c Gas

s e Tolit T e N ""\

'Transmis51on (PGT)/PG&E route pr;or to the‘begznnlng of the actual gas

'v)“'ﬂ“"l .

”clow oh October l. TURN bel;eves £hat the evmdence £s" overwhelm;nq that

e v s VAT o . oy £ e I [ - et

SoCal should have had this Minimal degree of foreslgh~ws TCDDL on2 2l

NE

ey aw 1] ;-. -t

”f'vkccording_to TU?N)since"there is no valzd reason -

g o ey PPy e

'lbevond simole negligehce for SoC:l s feilure o obtain edvance“apgroval

o - JOTR RO

w, o we R

i

fo* the °GT/PG&A route, so ‘the”$2, 883 000 cost of’ the resultlng'sl

—\-n-.

aI7owed from the CKMTba’anczng account as
LTI el oLl vaix oL ozszilom do
pn unnecessary snd impru

ST DI SLTIDL Y

4. Dg,scugslori )
e M T ~T

~—~m--‘;-\

oAV AR o L y

Lar S Snd - o £ ) ; 4 o = [Tl

Ll A [V AR e \ :-—bA_,:\-‘ -..-.D..J\.f_-
p—— o ~ v~

on ol OVODOT

"We €ind’ the staff s recommended additional revenue -

. "'W"ﬁﬂ

i OV . s o
requ;rement of $834 294 000 to be reasonable,and e wiIl adopt 1t
- . folate 7~-n- -»r qr ~y -c,- -y n-o '1‘13'3

We agree wath the staff adgustments o’ Socal s projected revenue -

Ind ».-— - ,n: I \4\-«-:»1-\'\'- ""-‘--nr\-v-c (] --w,vv(-"n—, ('«ﬂ
requlrement zncreases f%r the caM forecast perzod' Issues pendzng in

ol Eefoleterlota) o

,-\-wr--

A. 60339 1 e. carrymng costs on-the ;ncreased value of‘qas ‘in storage

Ja e FmniI o e e o bty

- oy oy *H‘\-'-f-yo
and recovery of’ certa;n pas+ permod “franehise’ fees and uncollectible

-“-—“ - ﬁr#\ﬂn‘ (kg -

expenses, wiIl ‘be resolved"in a’ separate decisxon issuedtoci’ay.fD i

[ Tetiaara (“-'P""* - 4-" ey Bttt ot

computlng the author;ted ad&itloual revenue requlrement “wé also £ind
it more appropriate to use balancing account lnforﬁatlou a; tﬁ?og Y
March 31, 1982 rather than April 30, 1982. The March 31 estimate
reflects a predominance of recorded information and tracks actually

incurred costs more closely than SoCal's recommendation which includes

¥y - =
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‘estlmated costs for April, 1982 We pave prevxously stated our

REN PN s Yl ) J .

preference for use of recorded rather than estimated data An

-
Ly

- - . ﬂ"" . g
- - (PR DMATVIE DO LLLW .J.-.m‘:‘.-.:

calculat;nq balanclng account undercollectlons and overcollect;ons.
- . LR o CavwS Onn L5008 AT o ‘.‘D.-.-...--.‘:'-.'::-

No~ suffxcient ratlonale for departure fronbthis practice hascyeen‘
\ - 3 ~4a -«- \.: ‘-‘J\ﬁ’ ‘-..).-.-lﬁd..' b Jd A - A0 oy .-.‘-;
presented

L LT

et P g e ~ L ol d ..,...,‘. - b - ey s = by T
© o i .\_... _n"-w.-.-:-\\ 0 B LR et ol QA.AC'\. DSLOIETOoNL

w;th respect to the calculatxon of gas costs, we do not

-

-,
-
__.,\. PO Ped QUULT BVLTONTOZLL XL o wall o

think 1t ls appropr;ate to allow SoCal to reflect in the current

Ll TDLOIDL O Tostf DOOLEIQO [OHt a0l LITILT

PR P LLEALn st
le;nqs the effect of FERC 1ncreases which will become effectrye‘ )

STINDOT Zoed o SOTQI DLNOW IO rans
.subsequent to the Aprll 1, 1982 CAM revision date. The. tariff is

P
;a-&u-... v‘\

“ ««-J\-v--r&-vk—

, clear, and the current s;tuation does not warrant devlatgonifrom its

.. - "") -4-\-.:-4-:‘\.. - ot e d DT

_terns. he acknowledge that 1n typ;cal circumstances the e§$ect:§ﬁ_the
P fRededa pey LA IO DOL LInlLrnan TILDICOED

CAM balanc;nq account of excludnnq lncreases ln‘gas costs scheduled Lo

anc ey wd w

R -.-J.«- PR ".a.\.-..-’»

-y ey
.P.l-a '-JN n‘ Qu"_ ﬁ“ﬁ"

become effectlve between the Apr;l'l and October, 1, 1982 revzsloﬁ"dates
i . GOV L LDn el L owodossl SO wels

is the accumulatlon of undercollectlons 1n the CAM, balanc;ng account.
SIDL N AT TLOT QLN DVIAN DLL2ND L5002
Such undercollect;ons can.serve to Ancrease the costs passed on to the

o

--\-;n....*_ Fela e w

,Hconsumer in, SoCal s. next CcaM. above, the,lewel that would result £from any

. fleleridots)
-l WwOL TO XL -‘t.u--.., ..JA¢ LHLCMLD oV

:.ncreases :x.n Suppller rates approvei,by the FERC, .m Océ:ober,,_. 1982.° .

L “" -
- L i \. u\....,».- L L.\.‘—' l,\-\ \J-f '-.U:u\.- r.h L

) %~1M, waever,.there are, cmrcmmstances in‘the current'procfedlng,
..,.,.,,.» DA \.\.4.-."- CEIQII LB O 0 S

whlchnmnlltate in favor of allowlng such undercollectzons to accrue.

5 f" Ty e
as LT m'. SmEeDLTT --.u e A A ERSAGALITE Sl SO

Specifically, there is a large component in the forecaft period Cosks

to recover past_ perzod undercol;ectlons.‘ In effect,’rates authorized

) ,_,,_-.._.. e
- putelel o

to produce addztmonal revenues of 3834 294 000, will, contazn a large

B ~ ¢
- ._‘.—.-- ——— P Db DL dv'-\'-'"--.l"‘cu\)\- aQ TAmOTILInN

component in rates wh;ch is. signlfxcantly above the rates necessary‘*

-..-.4....»_ - e bt d M PRI rSs Haop R -..w-’v [P .« ~ou-—

to recover currently lncurred costs. . The, 1nportance in the instan?
. s DHPEADUONL SHOUDTIODGY

wcase is, that the authorlzed rates wlth the conponent in excess. of

- .-w..-_-u -

e

.
LoD N0 LBINC2 LNTITLD ST .l KELUSLA

current costs, wnll,provzde an offsetting effect tokpncfease%r}n the
Ve R e LU fogeigal L JnLC OIKTID - TOVORLUT ot

cost of .gas_to SoCaiﬂthat may. occur between SoCal S Aprn; and QOctober

B ™ - -~
e o N D L LD T .)....)- - e Qs - — AT N

revnslon dates. Therefore, ve. f;nd stafffs method for calculatzng

A P ¥ SROLI 25 DRLLNQLIY o {?."lo,..«uw:.OO

e Lr [ Y S

D A .«\. -

gas costs appropr;ate. o -

. -yoH " 1l y
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We are sympathetic to TURN's request for l2-month amortization
of the CAM balancing account. Particularly in thisifimesdf -5
economic difficulty and limited resourcesySwelseek toibe -alert o
viable’ alternatives “which Might Pead “€o “Yower ratesCfor customers.
Fowever we-do~ not ‘palieve "thHat” adoptzon~of &7l Zemionth ‘anortizat{ion S
per;od is in-the best lnterests Sf Sefther thenratepayerwdrvSOCaP"9“
Irrespectave “of “itsTeffect on the® ut;lxty“sﬁcash“fféﬁi¢a LF2-monthwor
amortmzation'would “inevitably“resalt ~in ‘PHe "acErual OF large-under°
collectlons wath attendant “increases in-~ ;ﬁterest*cost§°' E“was”just
thls ‘failure-to-amortize- “past- undercollect;ons~£n*aﬁtrmely°£a3hzon~~
which has contributed to the size of the increase we are“compelled=to.
grant today. We would not be~ do;ng:tye”ratepayer“a favor'by"slzghtly
mitigating the 1mpact of toaay safate ;nc;eaée;thfaﬁqh adoption of a
12-month amort;zatmon.period whxle easuranﬂanother large increase in

PR B [ NI —— RS '-' YT

gas rates in SoCal's-October~CAM.. znstead owe walluadopt a 6-month
amortization of the- CAM balancan*account inwthe hoPe that such an

. ~ N Tt
T LUVOTILTL P ¥}

tion will result ;n‘manlmal gasg rate adjustments Ln the October CAM.
Finally,™ we w1ll “defer- actlon~on~TURN”s“request to'dzsallow

v‘\’ .——4» -4,-.---

ST CIo DI

$2,883,000 gas costa asﬂlmprudentlyw;ncurred.~rRather, we will reserve
review of that ;ssue for SOCal 5~ OCther; I9§2AQAM”proceed1ng. Staff
has recommended that‘an*annual reaéonablenessnre;iew;be adopted for
SoCal's CAM. We'will“adopt-the- staffrecommendations The review perioed
shall be the 12-month, pericd, ending: one month: prior to,the revisionfdate; During its
review SoCal will be~§§pe§§ ::yo ggb?atozts~aai?y~operatmnq records as
part of its reasonableness showings. . ~Duringa$oCal s;0¢ctober CAM, the
reasonableness of- SoCal“s-pa§tﬁpurcha§e§~f9;~tye period September 1, 188l
through August 31 1982 wmll be the sutdect~of Commassaon inguiry. At
such time, TURN's allegation of imprudence will be given £full secrutiny.
We will note in passing that during hearing on the consolidated applica-
tions TURN moved to defer consideration of reasonableness issues until
the October 1982 CAM. The stipulated motion was granted, and we will

ratify that ruling by today's action.
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n- ne o e
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B. -Rate.: Bepel e T o

--‘,r_a.-u..u -

eT$5L°1'50C31m$1§§9995&1”"’PQT porimk L NSANSIREID aim

cnronornrn cEXom-the outset of:these. consol:.datedvpnoceedings,_.,,V

LR N RPN R

SoCal has-.steadfastly ma;nta;nedeghat,qenexmc conszderetmon of .rate..

L ﬁ\.}.«

design- Lssues~;s most~pr0pe:lyﬁaddressed Lndqeneral Satehproceedznqs.

Yol o

However, _in response.to.a. rul;ng*by'the admanistrative o3W Judqe that
consideration of new-.rate. desxgneconcepts SWas._ppropriate iz the CAM

i S u.\Ju-..a

proceeding, SoCal.-presented . its proposed .rate: desxganuLdelmnesA-along

T

with ;supporting .evidence. . .SoCal'ls. reco@megdegﬁgate desan gu;delxnes
-are-as. follows: . . . ooemss oo -

- P

Vo

CynT ek e e omy ke g
PSR I 1 S sdelild )

o e
(AP R

IR ESCETRIL ¢ & N9 two-pa:t:whclesale rate: (a). the,.
percentage -of ‘margin-related costsicm.

. {excluding,any costs-related. to ok
~conservation act;v;tles) allocated”
‘to-the wholesaleCustomers-insthet' o072
Base Supply and.Load Equatmon Cost, .. -
Allocation Study, approved in the '“h

- lastgereral~rateicase? (b)ithe & o zuo

commodity-charge  based.on.the. .System,. -
average cost of gas (1nclud1ng the
applicable-'cost of discretionary gasce

= -supply purchases),.plus amounts:to,. -t
reflect the wholesale customer's share T
of “franchise’fees~and~the~cost: ‘offgas MDD
por_tn-on:of....the:.cé-b}s?@léasil?goésc?‘&?? o

o

toﬂthe prlce of Qs 5% sulfurﬂAaefuel e

oml with the rate 0 GN-5 not to exceed

- 80% the-cost-of-0.25% ‘sulfurs #6o fueld oot
;Aozl‘ It is;recommended.that.the-three-. ...

cent dszerent;al between GN—36/46 and

GN-32/4 “rates-be el;m;natedf w8l (LE sauw

L

- e e Cere w0 T - . . Rt o)
o - _'"J»‘.'Q.. RIS ..\.«..-J.:"".).‘,..Ev AR

T ,-»-...4»-
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. (3) Average residential, GN-l and GN-2 .
l-rates\ referenced toﬂﬁa”‘prn.ce ~whifeh - sz

{siat’ Teast: 2''cents’ ‘per- therm ‘above

‘the"GN=3 rate- estabhshe& ‘prior-ito

“ghe al‘locat::cn'\of any. dn.scretienary

gas supply ‘purclaser maintain- customer

charges at current J.e.veJ,s-.me:« 3 : R PR
i Toroellon T

(4).~ La.fel:me rate referenced to. the .average
" cost of gas exclud:.ng d:._sc_ret:.onary
purchases plus at least 2 cents per
- therm™ excess -block 'of ‘theiresidential
“rate ‘at’the ~hd.~ghes~t:- ‘rate’'on* the system
not o exceed" ‘the- ”h:Lghest var;ab.‘l.e
- cost of Gasg v L 2 “

PSR e . ~
COLADTIUS WTLE
.

- ‘--— PRI

(S)~ “The''cost ‘of- -d“a.scretzonary qas supply
" ‘purchases allocated to ‘those classes
--of customers ‘which ‘experience reduced
“-7 curtailment because’ G such: purchases
-0 as J.ndthated w;nJ-the avex:e.geQ temperature
- forecast -year~ gas ‘balances,©
R ‘nof other quidelines -are vmo‘.l.ated.

v e e DT e e

. 'rhe sequence o£ steps,ﬂtaken, m determin:.nq the guideline

A

Lo LLXaT LWl oo

rates is as -foIlows. :

- - ~ ‘.4. “ —~ J—— -~
R B < ke Ty

§tggfl-;_ﬁ- M.Adopt»amrevenue :equ:.r:ement, sales
L .~ --Eigure . and 3 reference price for
L 0w 5% SULfur 46 fuel oil. Also
L. - cs . determine a revenue Xequirement
~ v+ se . --2nd.sales £:Lgu::e excludzng

. d:.scret:.onary purchases-

. Step 2 .- = Determine wholesale rates.and . .. .-

3
-4
)

(1) ‘above and subtract. the whole-
sale revenue from the €dtal revenue
AL nD D requirement C(excluding the cost of
""" T7 Tidiscretionary ‘purchases) to derive
e ovn oams - thelretalld -revenue requirement.
N Step -3t =~ Set~tl{e° ‘GN=3-2> 4,2 and"5 rates at
ST TIu L =T - e T 5% “sul fur (6 TEuel e:.l
C .-reference price.. . .-

-

_revenues. according to, guideline ~

-3
lf_,l;
€3]

oy
L]
Iy
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Step 4 - Se't the avetage- résiden;::.almGN-l
and GN-Zw rates..2..cents. pexr them
bove- Lhe. GN=3.- 4, and -5 xeﬁerem:e

prlcea- Set any specmal-frates -such
TN A:mnon:i.a Producez:s Jates.; .

o7

Step S - Determine-if’the rates “in° Step‘s”B
and 4 collect the retail revenue

T requirementy ‘excluding ‘discretionary -
purchases..u ,‘.‘;in\"‘..‘.;‘....._,}.) S jode] o

-" - r'ﬁ 1S YR atete et fud
BEoIDTUS

Ioos .‘r‘( )- If.an overcollection. results,
T T reduce ~all retaa.lyclass rates
...~ on an-equal,.cents-per-therm
basis and allecate.the\cost of
discretionary purc:hases to those
- Qustomers..experiencing,-reduced ;
curtaa.lment« as. . resultffof mthose

reference pr:.ce for ~P-3r -and P-4
.. - customers,-and. 80%, Of; the we:.ghted

" fuel o:.l for GN—S —customers., and

"~

If 3n undercollection results,
increase -average residentiall GN—1
and GN-2 rates on an equal, cents~
per-therm basis to collect the

‘€he’ “cost of *dﬂ:screca.enary purchases
: -to +those customers” experiencing

‘ reduced 'curtailment ‘¥s a result of

“those »pw:chases ‘as “Yong as no other

gu:z.dé‘.!:ines ‘are Wviolated.

Step 6 - WithiF the 'residential‘Class; generdlly
| *_* attempt £ :neq:n@a:.n—enst&:nq rate relation-
T shn;-ps |ndrr s SRR wveen
v e .—dw'-‘ el etk .Dxr

)~ .Set, the Ty
o varn.able cost of_)-gas :on the system:;

(b ‘-TSet ‘“he “Fifeline rate at the average

L ooy cost of. gas.excluding d;scret:.onary
I_o o.purchases plus:2 -cents~per-therm: and,
(e) Set the Tier ‘I "rate residually.

Step 7 = Check all rates to determine if the rates
exhibit stability from period %o period.
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. The cr:Lt:.cal element of SoCal's rate des:.gn is the -
- ‘establishment “of “a reference price ‘-for' 0ls%’ sulfur ’#@“’fuel oil wh;.ch
is used XS set thé ‘Yates for ‘GNIFE 4 %S salées "SoCal“'st'roneg arges
£HE ‘COrisSion "0 "Sét rates £or “P-3 “and P-4 cistomers 5o “that those
rates dé Hot “excéded thé 16w ‘end of “the price ‘Tange Hor “Chose “cdstomers '
alterriate Fuels " IE ‘P-3"and P-4 ‘rates ‘are Set Et % he High end ‘o the
pri£e7 'i“aﬁcfe‘ -"fé{z” eI€efhé¥e "fﬁe'-:l}é:f ' "sxili‘s”‘fa:zi@fé'lﬁ’ fu?e'l? ’s’v’r’fééﬁfng’fﬁf“b 337 %'nd'

would ‘Flmost chrta:.n‘l“y Yesult ~UeFS un‘l::ke’ly -t:hat"u't:-i'l*.tty e’l‘e‘ctrn:c*
v e e B T I o L P T e T g i T R ol LI A oA e e TR o

customers-can -absorbany -significant “amounts' ‘of ‘gas made -available to

them as a consequence of fuel switching by P-3 and P-4 customers - since

“the -Sales -forecast £or the *P" "'S“Eus"tdni‘ei:s‘ adsumes Zlmost the complete
<

dxsplacement of*o;l“by gas ruvn o wIolith oFr 2 szomozass k-9 Bog L
T.LUET DTS gacadse P5 cuStomers’ could Hot' likel‘y"absorb apy - vosE
significant ‘Aounts of the FdditYonal *ga*s made Evailanlé to -:E}fém;' the
7 oHly Flternative would be For “SoCal to ‘cut’ Back ‘on‘*purchase‘s"from‘ BELE,

MzSn—Con-* g 'I‘ra‘nswestern- "B'ec’éﬁsé""ﬁ&fﬁ"gxﬁﬁfe S TSwer Fhan :'aﬁ'f"‘i‘etail

. rate SoCal mposes “iri the 'Apr.-.Ll CZ\M w::th the ‘exception-of the Amronia’ Produce::s Yate,
fuel "SAtCAIRG By B3 "and P4 custamers would ‘cause a ma.rginQundercollect:.on Sincé’ secal
would not have PGSE gas to sell at rates in excess of its cost. Every“therm of°less
expensi\re *PG&E additional: -gas Yo CaKen contr:.butes’ &S a revenue under—
coYléction - that ‘st ”be Tmade up “from *those"clis’é’éé’ SEIE. PR PP 2 S g
possibly @ Few PI¥ and *P-‘-'4' customers - rema‘m:.n’g S8 “he “System.” *In"turn,
such fuel fsv?it‘éﬁiﬁg‘ -and “loss “of- road WOULE “r ESUTE iy :ha‘?gﬁeéf Yalanciry
“aecount def:.cits *and h:.gher rates ‘for h;qﬁ’ 'prior:.ty\ customers* R e

RTINS oo -
i)

L

PRSI T

Furthermore, crude oil prices are curreatly fallmg, ‘not n.s:rng.‘"‘s-i“nce
fuel oil is available for purchase at the low end ¢f the range, whenever
natural gas rates to P-3 and P-4 customers rise above that low end, some
of those customers may switch to their alternate fuel. SoCal requests
the Commission to reference lower prmr:.ty rates to the low range of
0.5% sulfur #6 fuel oil which currently approx:.mates 44¢/th to 51¢/th
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- ey = -

- -y Foada e s
— - . st

T T e
VI \-‘-‘—-n"-/’)\—l el & B v 4.5 Poadi] " - SDLTLUD DN

. ‘ éoCal .argues.-as follows: Its xate.design_guidel ines .are

—l R R

clea.r and .easy to apply. :BY ﬁcontrast,,asta.ff witness.Cavagnaro'!s,. . .
proposecl guidelizes are.so subjective that two indiwviduals applying.
-his guidelines . m:.gh‘.; very.. well .come up with 'en,t:.rely,da.fﬁe:ent ra.,te.q
schedules. .. The process .of, sett;.ng 2 :lifeline rate and 3 /marginal",
- rate undez: Lavagraro's.. guidelines reguires so. much judgmen.t. <that ..
staff ra.te cesign expe:ts are :.ncapable Lf .doing,:s0 ,..mdependen.tlzys .

EFrom the standpo:.nt .of .ease of. appl.:.catmon, ,SoCaIL',s _,proposed., Xate . o

Gesign gquidelines are preferable .and produce.2 mich more objective .
-";.e_s.?‘.‘lp"-.*r-".':"::f'* e TR

~

P - - . = g,
om0 Lo NV f""...f.".}:,‘-«"‘ oouY Lo DOROUDDEILNOD L ERta N

-t b fam

e Teme o Add:.uonally,, SoCal/s. guidelines .are .designed to retain

- b

P-3 and P- 4 customers on the utility system because those*ﬁcustomensu

e b

prov:.ae an ec__onom:.q beneﬁn_t o, the, jystem,. i.e. their rates result
5 1o sthe

gy e

Unde:: Cavagnaro S. proposed gu:.delmes, the benef;\.,ts of,. ke\?.p.u.ng'nJP-S:I4”~

gt

and . P-4 .Customers. on. the syste.m would .MOSE, .J.:.keLy be lo,st th:_:,ough

T r
T b g e e e .

‘uel sw:.tch:.nq-

Py PR S

. - NP R
BT e B i S BN s 1w k) e e e

NS
- BN 1 XA ST LRI DS T R ) .“4’1 _.‘l{\a.-

'V-Ju uQ. D_.A-O'-ﬁ-

cmeen o Pinally.. SoCal s, pz:oposed guzdel,mes areﬁequ.:.ta.ble,,,m”

Ny W P

that the -same rate dqsn.qn -criteria are used to, establj.sh.gates to all

[ R

reta.;.l customer classes.. ..SoCal's. proposec'g gu:.del:.nes reference rates

e b S

for P-l and. P-2 -Customers . to the same price as .rates ion B 3 and P4,

2

customers., plus 2 p:em:.um joz: the .ha.qher value of .£irm sexvice. . However,
_that premium has.a J.mt.ﬂ L n ~It would not be J:etuned Leyond the point

where the Jlower. Przlczz-?m-:}lsmm%@ e;??éﬁ.@w?°&?’:§&.@ﬁ%ﬁ° Athe fixed s
- Gosts .of; the system.. - - .-

Tomred
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. - Presented below is an illustration of rates which application

T T IS

of SQCal S proposed rate desn.qn gua.delines te :.ts requested revenue

5 625 OOO would produce.* Illustrat:.ve rates based

."...;..-a},/ oot SIS DoLNms o g '3...*0‘“

“upon a revenue requ;rement 6f 3923:\ 812 000 Jghichoa*ssumeso use of
T N [0 & S '""J P PG IIN 2L IO neTST ol
March 31 1982 CAM balanc:.ng account undercollectlons, are also

“y - .- .
LA - . ol SOLTLTIODILTIOD TOTLL ‘J.-.u...x..-..\:r‘»

provided for compar:.son. - .

A...‘.‘U

Sroom D A
T Lo holTne o DIET GITODUDOTY

R (> 105 625 000 Rev. Reg.) (9925‘812 .00 Rev.. Req.)

i D L v LaNlom D *q--:‘\.:\r A..NJ DN NS ) -i_

o ZRates o Gu:.delmen Gujdeline Rates udeline Guzdeéme Rates
| (1 1_32) _Bﬂ.ei’;'*“‘Adjusted**” - DRy vilooi: Ad fastedi

-

-
SLT 0 VAT nEOmMLILOT ....\'W aedw zuooo Dizod:z

[ Lifelime* [~ . -:28.297: .- _,45‘,5;78_;;,\‘;\;,1: 43.729: - sn2mmen 43-.49& n=on405653:
Tier II 38. l77q " 55,578 X 53.729 53, .498 "~ , S0. 653

Tiey TIT o0Tom "56::'?:21:9 '"'75".'578"""”': & TRTIE oW TP 73; 493 R Is .3:‘;70 653" =
Total Residentia}™"> & =-#7<85 sss CONIGIIGEG IHINVET LgRigTEeD Dir0g0I733sT
mmmmb- --.'.‘s_"'w“ S _‘."; 2onow 10 jazabel L.'.‘@.C-‘&Q:JJ«. ‘s-.._&bv‘h:
GN-1 38.177 55-553 033809 paodnil 153578 0% no:505330%
-2 38.177 . 55-658 : 53.809 . o) 53.578, 50.733
=006 - ;":"“’ 452767 -5 492000 ‘“‘“‘52.000“ < LT 049 000 52.000
@—32/42- 44.4:54 502049000055 142813000 o 1570492000 ~2n ~62512000a7
-5 “UGit-8F YT 2957 767'**—448“.149'*’ mocigphooec ©f DIy ydeT Loninsaioeetid
GN-36/46f ,;,-;::__Al 654~ - :49.000- 2 ~ o= 49000 o 22500495000 (1) 5 49.0002,
GN=5 | ) 45 767 48 .'1.49 52.000 . - 48.149 52. OOO .

~ -

Arrmonn.a 200 Mo GONE DST SVIZAOEMND I g2 Lo Zzoo oldpiuov 2oz (S5
- -Producers .- - ~-35.319 :\n;43!’-§7.x3»£:r:;/& :437-47.3i wel wZg. 24:'2-.4'.7.‘3 nes .O =43 -.4'7.3';c
WHOLESALE- oot odr To aamolo loTinsDd 932 3L 95T Lotusm onT '

Long Beach = .| 32.431 40456 L 40-456 o 402456 " " i0.456
S Dilego™ -7 32%3LVT40.350 °F S402350°1 2SO '40.350'-'»493“”40 350°7

.\...Y_, - o - - -,

NPt et PR D ES T ot & e m\.,...af'f;--
* Custcne.r charge of appro:amtely 6. 6¢J/th not n.nclud e o oo
LD s L e 0L
 Three adjustments were made fram the guldel:me rates determined in
e e SEOPS -1 through-6..—-Fixrst, —the--3-cents-per-therm-differential -between -
L GN—32/42 ané GN-36/46 rates was lowered to 2 cents. per;ther:msg that . - -
it would be phased out over, tife and rot “all at once., Second, i the
' © same way,, the differential Petween GN-5 and other Lower, pr:.onty rates e

i (d0e., "GN-3"and GN-4) was decreased Tut not ‘elindnated.  THird,’ ,\N,NMZ.}‘

" misterical’ relat:.onsh:.ps were used to set the rates in the various
residential blocks. :That isp.al0-cent peritherm: differential mwas.: =i
maintained between lifeline and Tier II and a 20-¢ent per themm
differertial between Tier II and Tier III.

o
e
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B N T TN ol VI - e o T Ay e e O .
amim P 't\_ _f 2 - ol ..J..A-o».-l.,t’u-‘ L Mo LS WOLOG D0OIINoIN

g N .., . o ~ \,\‘ ~ . ﬁA'\ -
Staif w;tness Cavagnaro, testxf&;nq on“behalf of the
Polzcy and Plannlng D1V131sg~hﬁfbpcses rate desmgn gu;delmnes Ehat would

-r- ,... -J"w.- r-v ‘-nrr-\ m(_)qo -v 1 ,-'»v

set rates for customer classes as close to‘marglnal supply cost as

-
- RN -, '\N-.- Sl --D
o n N~ M

K - " ™~ C »« " I3 s .
possxble. after consideration is qzven o llfellne and Ammonla
Bty ""J"‘ -y '\rtvc‘u‘n

Produce*s rates. In a perlod of rapldly escalatlng gas prices “and
‘a soft Oll market Cavagnaro maintalns that cor:ectmprice signals

-..A_',,-.

‘are. e t;cally needed- Theﬁmost efflclent allocation of.gas,resources

e

should oceur when gas customers pay as close to the utll;ty "s-marginal

e e e e

supply*costs as the'constralnts of revenue-requlrement and potential

e, 2T

Sonce~appllcatlon ofr: fuil marginal’ cost
rates~would generate revenues.~in:.excess .of ;:SoCal's requirement,. - ..~
cavagnaro suggests use of what he terms a "ma-g;nal rate'—as. .the—nn

ke e ke

foundation for establlshlng gas rates. e “C TV oL 8L -43

r-r-— r‘.n-

.o«‘ PRV

PR R

Comm;ss;on durinq SoCal s annual»reasonableness*review.i/r Development ii

"'(‘;-4--«{ )('

e
the marginal rate would be based:upon consideration.of the foIlowzng

elements- (1) a reasonable prlce‘for dlscretlonary;purchaseSv_/‘/D
.)‘

2. ZD
(2) the varlable cost of the most expens;ve gas supply., and (3L6the

pricetof 0.25% ‘and~0.5% low sulfur fuel»oilwand\the~pricewo£=#Qx&istillate
Oll. .The marglnal rate is the central element of the proposednfhhev

':V\-I

des;gn guldellnes and would be used Lo setrratesffor~all customex classes
with the exceptzon of lifeline, Tier III residential sales,'and the

o e NN AL L e s e sy s Thm ‘)-,..,-,J.D et B

nitial block for GN—llend GN-2" customers.~vll o

.. o . e o - M Te o T A e ¥ e eyt R P ey T
PN W ETET AN LSO O C".’J_.. DDON YIrw LnmnTmnLre g o’

1/ Such?::atev«xdd.nm:he calmﬂmmedwnxhrvﬂimnatuaﬂ.can:nn:x,&xm mmﬂmz‘juimmnz
would beapplied to various factors' to- develop a‘llmited“range‘for‘the ‘marginal rate.
Emrthmssmocexun;cmly,thermmgnuﬂ.ratewas &anwedmathawﬁicin'mume:ﬂxi
swntch;ng and econarmic’ studles‘necessa:y-for its‘devélopment were’ unayailable.

e L bt - s Y e s uu.....yu...,‘... [T RN I S

2/ This issue ls adcnessed ln subsequent:;:mtaons-of-the~decxsiong;:t_a;:e:
L TNl ooy ID wnsT Bro o omilolll o moesaThod Sormioomiom
CIII TmnIT mme T :m-? i Do R Y Swits . L i)
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. . In s_etting rates, Cavagnaro's’ rate des;gn guidelines

/ - g ato] .
o r

would be ;hplemented 1n the followmngvﬁequence-

C LT
e T

b ‘_-..-

et 8y ".,....‘,.‘

e - - .
Lo te oy et Jt FERRAA R I g WA e LD M

1. A marginal rate is establlshed-

P A ] .- T~
T OV ILIDDII RN L X - SIWOL D D

2. The marginal rate is used to calculate the
resulting revenues £or- the GN-1 and GN-2
quantities in.excess of 300:therms, theq -
residential Tier-II quantities; and the.--
GN”S”Ehantit;es, ot ac 50 ag

The initial 300-therm block of ‘the GN—l h“
and -GN-2 rate is-set at 5¢/therm below™-*¢
the GN-1 and GN-2 excess quantity rater ::

TR R

L

The Tier III residential rate is set at ¢
l0¢/therm above the Tier II rate:

The -Iifeline rate is set resf&ﬁélly at fa®t
level:between 15X% and 25% below:the average
system rate; and

In ‘the event the’above calculations produce

an excess or deficiency in thecrevenuer i AN
requirement, each rate is to be:adjusted -
downward or upward on a unlform—c/therm,bas:s,“““dm*'“d*

The-virtue of Cavagnaro's rate*desxgn is<that it moves®
rearly all gas rates, at the-same pace, toward a rate-level recognized
in ‘ecoromic theory-as optimal-pricing for maXimum efficiency in resovdrce
allocation--i.e.,’ marginal cosg. Those rates.which are:not:set:at-the

[P )

warg;nal rate, 1n order to aveid collect;on of excess revenues, are set

W g DusnoloriK .DVH.
at rate levels cons;stent with’ strong soc;al policy objectives. For

example, Cavagnaro recommends-that the lifeline rate ‘be”set WithHin 3™

range of 15-25% below the average system rate consistent withxﬁhem;nggnt
of Public Utilities: (PU) Code Section 739. .Additionally, Cavagnaro-:-
recormends that Tier III residential rate be set at l0¢/therm. above.,:
Tier II rate, and that the GN-1 and GN-2 initial blocks be set 5¢/therm
less than the excess quantity'ratesf“Eb?ofaéfQESEeﬁéEﬁfﬁ%éﬁéShggfﬁation
through inverted rates.
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PR NN

ar additiornal revenue requlrement
the following ;Lllustrat:.ve rates.

e

Present-
Rates. v
35. 0¢

382.

WA

56,7
38.2¢

O e

Lifeline*
Tier II
Tier III

Avg. Resid.

&N 1/2 Initial 38,2 .,
GN 1/2 Excess “38u2Ve

C-CoG - 45.%~ -

GN 32/42
Scattergood . -
GN. 36/46 .. -
e - N

e ek s b

oo .43'.'_'7:
re 458 1 :.
353

-
s "

TotaliRetail s vn 418 *

22720

A
- h'
- -

ALJ/rr/vAal *

Rl

Appi;caé

o vl oted ~.-’_~‘-» -

Ay T

“og” $33

AN

5 Yooty

,..» - o —

oo -y 4
-dﬁ/-d V\ Y-
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.- £y :
e den )

J-A.ND‘;. e et

Sz, (c/therm) o

s ’Gt'.l:ildeln.nes ze
L.l 20%-Below 5~

e —— ]
) jeloind

-4»-\

o
—bd s

"

AR -1
»-Ju-a-‘- - it

J_
c:m+t

-
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-

ion of Cavagnaro' s guidel:.nes £e produce

Enmy ey omir

2 527 000 would result 1

et b e pr s i

et B gt

1O

e

. -

-~
5
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pEeTelul et

Cemg
w el

gy
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20%
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e *Z_tnclud:.ng custcmer -charge . of- apprcmnately 6.6¢/th..
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During the hearings on..they:consolidated, applications.,. -
‘both Socal -and staff were asked, for purposes of comparison and in
an-effort to forecast:.the future trend of rate levels, to apply their
respective rate design guidelines to SoCal's forecasted revenue
requ;rement needs for January 1, 1983. Both SoCal and staff-assumed

gy e

o. oo
co - . wolt

falie ~
e
\)ﬁ‘

[ o Lol
5 LTl

Basvts)

e T I PR P

By contrast, the total revenue requirement sought by SoCal in
these proceedings is $5,483,461,000. The staff's recommended
total revenue requirement is $5,212,230.000. _ ~
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'ﬂvqfsqugggj
PHOMOIIUDOT
L:.fe-l-:x.ne*“f FLC I0 Do ZmumOTILRGI IUSOVOR
Tier II 8.5 59. 8'
Tier III | - 68.5 79.8
Average Residential . 7 B 60.3
Commercial-Industrial
GN-1 and GN-2 ‘
Initial 53.5 60.3
Excess 58.5 60.3
Average 57.6 60.3
GN-36/46 | 58.5 . 50.5
G-COG 58.5 50.5
GN-32/42 58.5 . 50.5 g
Scattergood . 58.5 49.6
GN-5 . 58.5 - 49.6
Ammonia Producers 43.7 ' -
Total System ) 53.9 53.9

Wholesale | ' 41.0 382

Lifeline below System Average 20.0% 4.8% (aw)

Residential below System Average 8.0% C1l.9x(@dV)

~
. T . . .»....- A R b o ' “ > o -A.
LoTeD ovd FEavey CTSTISRGT wLrover Lol oiz
AT I AN TR TR DA L e e
P PR T R e I B A Do STINLLDDD
R N T T T S
P A

*Imluqes-customencharguo:&approxima.tely.ﬁ 6¢/th
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.- Staff counsel: contends: that: the:above-referenced:: Ton W
tebular-comparlson demonstrates;a .clearpreference:for: Cavaqnaro s:n7
proposed quidelines. It is staﬁfycounseirs:posmtxonythatySoCaLfscse,
guidelines:;are nothing. more . -than. an: attempt: to-‘haves£firm qustomers
subszd:aeulnterrupt:ble-customers” gas: purchases“m~5taff counsel

¢ ‘sdizamountsmto a scheme whereby |

(= .-u.-. wiv w pa «.‘.J u_....i

SoCal can, contlnue purchasmng,gas at any, cost oy charg;nq fxrm

s L e e et i i AN e e

customers more and more as_the. pr;ce.of gasﬂls.drlven above SeCal's

[P P AN N

recommended 0.5% sulfur £uel oml,reference pr;ce. Thzs result can

Do DAL e p oy R ot nn

readily be seer from the appl;cat;on of SoCal S gu;delines to the

b e e e e [ R R - o\ -

forecasted January . 1983 revenue requ;rements. By Januarv11983

S Lt T e T o

T kA A

even with 2 forecast of: oil.-prices xncreas;nq;QMSforom current

prices, SoCal's guldellnes would requlre the flrm customers to pay

about" lO¢/therm more than' xnterruptmble‘retailfcustomers, ‘and about
il w R R ‘v-'\-un-—lpw\v [

zoc/therm more than wholesale customersz: Moreoverrsrncthls example
. the- lifeline, rate is set hzqherxthan:the~GN‘5*rate*even4wuthout

. _including the” customer charge, and>is above:the GN-3 and 4 rates when
wthe:customer;charge is included.

'Staﬁfaarso challenges:SoCaierassert;on:that\substant;al
fuel swltchlnq will occuriif interruptibre ratesﬂare not set at the

o e D e et W e A .,,4 ..,,\_U ,

low rarge of pr;ces for 0.57 sulfur fuel oil. No probatzve evidence

Wi TS L y DL AT It

was presented 1n support of SoCal‘s contentlon. Staff ma;nta;ns that

T Ml el Wl LU LD0G LwnZ [ AT L BV

Ln the event of fuel swmtchlnq to 0. Sx'sulfur fuel o;i mn any significant

LD LT et L UL TTILR L GVITILUD0CT ‘v..-...n-..a PRERE 20 Bandng

deoree lt is quite lxkely that stricter air. qual;ty-restrict;ons will

j <t ——a o ke W wi. o Lo -J"Q‘-.J--l-'v [}

be-zmposed to'requmre P-3 and P-4 customers to‘burn more expensive.

. m o = by o % w e W eate ..u—_".e" e e labaw [ “an --..-..-...p--- [ A W] PRI A Sevie Tug \.p-u:

- 0.25%. sulfur fuel oxl- Furthermore,_SoCal presented no credible

, s -~
T e N PO N T TN -t P e i »,.. Uhe wLADT O-A

ev1dence 1nd1cat1ng whether lts customers had any'alr quality permit

- [4 b}
_~4v‘. - AP RIS A SRR wv*w'b/-hﬂw-a‘du O-u-.}cu\d Rwle]

‘ restrzctlons which would prevent themL?f?F.P@f?ﬁ??wfﬁ»fuf}s9l%r-555--
whether there were end-use limitations on P-3 and P-4 customers in -
SoCal's service area which might prevent them from-sw;tchinq-to-oll,
or whether SoCal's interruptible customers would be willing to pay a

premium £for gas above 0.5% sulfur fuel oil. \
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Finally, staff disputes SoCal's claim that ariy fuel
switching: would cause:..anincrease: din the: rates o firm customers.

The: following: exampler showsiwhy::20% fuel'mtch::.n‘g ’could»fpoten.ta.ally'
lead: torarreduced revenue requirementu ru ul I3 GUmilODIut DOTOg

e - e w e e !

pg ity

2o ln wAssume.P-3 andnPads sales.arerats 1463 M2 ‘thermsw: Saal

o

L. 2w TAssume. thatither staff 'surecommended rate:0f S8.56/therm,
_as_opposed to SoCal's_recommended rate. ©£,.50..5¢/therm, .
“causes a’20%loss 'in” the P=3" ‘and P-4 market . v

s S et Tate) a0 L4 -

-3 S "‘i‘he” reGenue obtazbed‘ from Sodai rates wou‘.Ld be-' ~Soes
1463 x 5075 =“$739 m:.l“.Lion“." RS

oy, "

. ;;_;;“— 'I‘he revenﬁe obtolned _from stoff rates ,would 'be
1170 x 58T = $685 milluy, 077 eI toen ve

oo

" 5.” “'I‘hus t‘here would be $54” m:.‘.LTL:.on "less coIlectea :.n

N

L ratesibecause: ofitthe 20% reduction dnip=3>and P-4y
sales._w,_ P

TriT oanz ozIupoT Dluow wosilobiop o lolod w«:':.:m
Ihere would also. be. 293 M2, therms, Less discretionary...

‘'gas purchased; "causing”a ‘reduction in the "cost of
.irpurchased:«gas asufollowsr « ziclodw asdr fuom miofi\v0Z

asss 1530 M2 THerms: (PantAlberta) ion . %55 46:="985 million
abl D140 M2: Therms (PGEE:. .o=todis <ot ad 706 =867 mill

al ';ﬂr_:v*.t:otal‘:f:~:=os.ﬁ.’52 million
i 7. Therevenue: requirement for-other than:P3/42customers” '

. would thus be reduced by, $98 million ($152 million, o
decreased costs Iess $S4 m:LIJ‘.:Lon m c‘fec:eased"revenues) .

Tbus, in th:.s example t‘ne effect Of ‘& 20% loss of’ tbe
P-3 and P—4 market because of’ gas rates set above t‘he 0 57 ref’erence

e i

'pr:.ce-—a tota.lly speculat:.ve assumpt:.on Wntil a fuel sw:.tc‘h;nq study is

S vl ap

developea’tb“sbow that” th:i.s v]rould be the resuit--is ‘a Het® sa;':'l.xig; to other

-

LmA e
S et !

e

e

cz..stomers g€ $98" mlition. It can’ be therefore seen that. SoCaiQs effort

".-,. oo Ty T T \::)f“ "'\

to raise t‘he spect'er of mass:.ve fuel” sw:Ltcbing and system 'load: loss is.

B T I TR i T, - -./\nf'-rt‘,-- ~¢d-~---n-p\r, Nr‘,vﬂ fva

completely speculabive ahd imsufficient reason for- rej e'ctn.ng\Cava"gnaro s

e it .--,,.m-.-.; e ey o ale

- DO TIDVLRT DaLow Loodw s.‘o;“o:::c:w
proposed rate desmgn gu:.del:x.nes. ateht -

[ T Y ek e T I N S v, i . r —— g
MoonmLmnrnLn et -2 0 it DU L DD BION D y _...95249;‘."«
..

\-ﬁ-“r—'

v -
o SDO‘;‘ ,
IToiw w0
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. --~> -The.other~staff member who-made rate design recommendat ions
was Mr. Fowlex, who-testified for-the -Commission's-Gas Branch.. :His:r
recormendation is:to userexisting-Commission-guidelines and: modifycthem
to take.account-of ~the:fact :that during:thecforecastiperiod.Pan-Alberta
supplies-will. primarily benefit -the-P-S5;customexrs. :~-Fowler :also gciqntends
that since.PG&E :gas will be .purchased :«.tqgs_ex:y_e.-;thé, :P=5ccustomers.wthey
should-bear. those costscas.well.; Thus Eowler-recommended-that sinox:
establishing :the:GN=5 rate-the fulli.commodity cost of-Pan-2lberta gas:
and -PG&E -discretionary~gas should -be allocated ntd Ithesecustomers o
bernefiting -from-this-supply.~ Add:.t:xonallx, Fowler motes.that ;since
42% of -wholesale-customers' purchases ~are -for.-P=5-sales, the commodity
rate-for -the wholesale.customer, should-be bifurcated:r one rate formn~
sales.for P-1 through P-4 use.the other to cover P=S5-use.:-Fowleros
justifies.these departures from.existing -guidelines;on-the grounds oo

- that the-Commission.stated in. the ;Egn—é.lbe:;ta; sdecision-that .it -was: <«
interested-in:seeing “x;rate design....which more closely correlates,:
the actual costs-~and-actual benefits.experienced by aclass on.classes
of ~customers:as.a result-of ;the-Pan-Alberta -~additions.'; (D 33370, pres 462) '
N 7:;‘3-’*«‘W“30.‘” 230D T LHLOTDIL DOILT Salioval

- ~TURN supports the -Cavagnarocratedesign proposal andium
its- promot:.on -Of . conservation—,~~effa.c:.ency, and;requitys Citing:PGLE-s;
D.93887 in which the Commission noted with approval the benefits .of )

--marginal.cost pricing, TURN.maintains -that Cavagnaro..s; proposal is
:x- the next: logical ;step-in~the Commissionls implementation of marginal
sCost~pricing for-natural 'gas.. bzs olczalosw ~o =t CDwswnoEsdpsoTon
cnzise o ~TORN -also- defends -Cavagnaro's -use of marginal ;s_upp;!..;z,g-
-COSLS :wha.le,-\excludn.ng «marginal distribution,. transmission. and g xqvnx
~storage.costs. . TURN. notes that athe Commission shas, previously.adopted
mar,gn,,nal‘ -supply, costs in 'its.recent eEd,xson D 92549 -and . PG&E. -D;-938-8-7».>
Despite SoCal's stated.objection, to :_thq use . of only: -marglnal supplyw
costs,. ‘a proposed exhibit from-SoCal.'s pending: general, case,. which-~s
was -received -in -evidence.in these proceedings ,:_—,i.nd:iﬁcates -that. ~Socal .
e itself%ssumes—-:.ts—-—marg inal-transmission,—distr 1butn.on-,-~and—storage-

Ty, g e . Vi amen e e r

costs +&-be zero"‘ SoEenmubinoT voithi.olsnmn v aoliemuance O8RL oo dezmsd N

»
pt

- . - - 5T

. f"“._‘.-..\\"(.}a f,ﬁ: "'("'I'\v «-'v AN

- 2, T SLD ey ey
p R e o oow D221 wmriE o cnoloe peslo lozof o 200 wovo
Rowle ":?“’ ol DIoT

Dluow ozom lotamism ol puIDpI opolnootod
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= 2ZTURN-also “counters “theitimeiworntargument that
marginal~cost pricingtheory-cannot~be appliediwhen"margimal -=¥ wow
-~ reostscexceed the-revenue f:requ'ifeménﬁ:-: SThetCommission hasforw i noon
:iseveral years-adopted tappropriszte ‘reconciliation proceduresswiths ©5
L7 respect -to electric rates; and-ft-can-surely do theisamelwithigastic
iCavagnaro s approachirequires of {irstisetting thevlifelineSrate = TLns
ineluding “customericcharge -revenue; at ‘dipercentage cl‘i-sdduﬂé’*fféﬁﬂ o
‘the ‘system-average “ratel: Thisimethod is certainkyconsistentidszee
the “intent-of -the-lifeline~Iegislation " aIlotherorates ‘are ﬁtvhenbf"— <
set-as ‘close ‘tomargindl .costsas-the revenueTrequirement permitsis<
cLoLimmtr i Thisitreatment ) Yin “combinationiwithithe invertedio Vi
residential ‘rate structure, ‘provides allccustomers-with afstrongoTo:
conservation price signall: Since 76 1% of residential gas salest-ou
go ‘to-customers ‘who ‘exceed “their tlifeline alTowancesY iconsumers in |
thisclass ‘face ‘marginalrates-equivalent to thosecoftheCother classes.
Both the Residentisl ‘Conservation ‘Service T(RCS)' costoefféctivenessts
‘-'caIc'ula?t:Tions -"a‘n&' the iEnergyf-’iCommi’-s“SfOnf '-'sf Bu-il’&d?né)i‘a:n&'-l‘a‘ppl fan'de"ﬂ ons

> @
Inverted rates increase the cost-effectivenessiof.fonservation invest-
ments fromithie customer s pointiiof View: CIdsses which do not have
inverted rates face amarginali-rate “thatCis “the same *@s«‘thei’r Caverage
(fIat) Spatel onr LovoToos S2ow 20I00 n0sunimmol odr doznw sl

e

o~ »—-....,
-

TSI Contrary te arguments-raised by SoCal- thatithe ‘Cawagnaro
proposa”’ is subjective-and confusing,“TURN-fInds<the —procedure*'clear and
straightforward. After wholesale and AmmoniacProducers rates:are:set
according -to ‘formula, the ‘lifeline irate/including “customer charge
revenue, is established inCa’rangeof 15-25% belowthe system-average
rate, with 20% ‘below as aistarting point’s ~“The™marginalk rate™for-the
other “scheddles “is “then -derived mathematically, “with adjfustments for:

the ‘residential third tier :(10¢ above “tHé margindl ‘rate) ‘and theGNIl
and 2 "First -Block - (5¢ below the marginal “rate) .’ I Anyitwolpeople #7500
perf orm::ng “the ~calcul-at:.on~s “should come ~up *w:ufh- U:.ern*t :.cal? l‘resul"t-s e

P

4/ Based on 1980 consumption Ry sinqle.fam_ly residences in Zene,l, which.c i
over 90% of total class sales. Since 1980 was a warm year, the average year
percentage facing the marginal rate would be even higher.

wn »'.' -
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nRe Az -eCAvAgnaro -also, proposed 'a;mode):a‘te-,lnver’s:.on in the
GN=1 a.nd GN=2- rates,- under.-which. the- :£irst:300. therms: would be:priced

P e Pha et

5¢ /t-herm -below: the:marginal,.rate..- Such,~inversion, permits,the marginal
rate forvall. classes--to ‘be. moved,-closer, o margznaL COSt,e wh::.l@ pnov;dznq

maximun. . vaa.ue- of~ the. -"d:.scount"'x :.swonly« SJ.S».-per mon-th,, yroblems of-s

uuu

d:.scra.m:.mtn.on -3MONG- competitors: are, notofser:.ous-ly_,,ra:.sed.m-—(Reali.»sncally,
this proposal does.nor more..than- level.out: the,effective declining block

. am

rate created by the” monthly customer Ccharges: ind t'hesewschedules TURN

s : ! -, o hiliod
oy L. 25 DLU0wW \ITDUDIL

supports the Cavagnaro recomendata.om An dts. en.t:.:ety-.

4. Edjgon™s Proposal ~—-"‘,-‘19?‘~‘:-'f3 YL griTaimeas
EdisSon asserts tha{gAo\;e;;tﬂe:z:fan}?*m;;;arg:modem regulation of
public utilities. has. been. in. e;gg.:st_ep_.c‘e,a;@-.pe;a_e; fundamental regulatory

pr:.nc::,plesxhave'-evolved..,- ime 3«:“ e Atk ""c""‘-g:{‘f-*’f‘q‘h

he ke Y kN [V

o e e ey

LTI T U W)

protect consumers from explo:.tatzon wh:.oh ‘can

"
Coe oy

LINT2IVY resul-Fromd: "what-t‘he-marke't-w:.ll-bear‘w*pricm“nqz~ SoL

1102701 Tovpreventt such exploitation’ by the Seriin Pt S 9z
~. w~-NRildity, regulatory -bodies, have:over. the: years,
detem:.ned the total reverue requlrement . ,

i (Lneluding @’ reasonable’ return:on investment s 2030
on. the.basis of.costs. ascertained,underegmmur 77y
generally accepted account:.ng pr:.ncmples, ‘and N
- riot-"on® the:basis: of  "alternate-fueld prices cn, 57

~ . "marginal costs. .. avoided. costs", or. other-... -

_ esoteric econ_om:.c ‘theories. DO

e T N T — s cn-- - . o) -r-r- Hﬁ—ov-

30 2o prevent Sach” explon.tat:.on 25 between customer .

S classes, thed normalistartingtpodnt dndlestablishing:i200
. Jjust and.reasonable., ,ra.tes—-detemxned...a.nﬁ Eher supmnninnm
accountirng” sense-~for each of the' customer classes

oozt dst oo ehel basist ofS ther cost ‘ofi renderingtithatt Voomiooz

.. Service. to.that.class,.and.not.on the basis;of.. ;

‘~alternate” fuel” prices,™ "marginal ‘costs) "™

*avoided costs" or other esoter:x.c economic

theories.
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ool 2 InJuly 1977y the ‘Commission: -in Dv87587—with the
objective (of gas conservation~—discarded s the’ benchmark Fully -
_.allocated -average ‘cost of 'service: and’:since’ that time’ has-fnstesd %

" ic gppliedt-an’ alternate™ fuel” price "referencing” criterfor as-ane: v
Yasis -for setting' gas: retes: by SoCsl-‘to’retain electric wtiTities™ ©
such” 25" Edison. " The Commi'ssion Justified’ Fte " radfcal restructuring”
of gas— reotes to- the: GN<5 electric utilities orthe" ground: that £ i~

B

Tl Trinaltos eyel were ' to- allow unreal fstie Iy Yow SU0Y ~S20goTT T
SR i %as prices, it would. be.a cruel.hoax; -
or :.ndustry would be lulled into 2 o
false" sense-of ‘security - and e~ =H- DiViw WhZ R OISE

disruptively shaken and set.back .when..
the day of drastic 1ncrqa§es...arr£ves. -
:".'(‘82 CPUC“ét po 1Q7o) TR [TEYTEn D02IDE

. Edison™maintains ‘that” the’ result’‘has been: almost Tive '
years of what-the~traffic-will-bear gas pncing; ‘for GN=5-‘electric < %
tilities and other: industria} pustomers,"‘ with{s'‘concomitant subsidy

LMoz mOTLLO0T INOIOTS

of SoCalls .'residenﬁial' gas customers._ - Edison,points.to evidence

vy e oy
L - -t - P I L

.
. T

that the subsid.p (feeey the-disparity. bet.ween* LCPUC~authorized GN-5 .
rates and- SoCal"s allocated’ cost™ of swrif to GN’“-5~ customers)

[ T AL s

1977 will aggregate i‘or Edisozr alone a‘oou"b $580* million by the end
of 1981 (about .l/3:¢ of .all Edison: ECAC. increases: di:.ring 1977~1581)
and could aggregate=as much® as~ $800*million‘ by*the“ end’ of 1982,

DLLDTOL

Edison argues_ that the Conimission s, own_ ,rate-

SoLT '_-\.,... JEBEES ..,&.)v_’..ﬁ

design- policies have now;pez:petrated,, that- cruel, hoax. on SoCal's
residential c:ustomers, who have been. l‘rxl1 ed“‘into a false sense of

’ - .‘—"'“n‘l [pRERG4 - ..-.4 M s

secur:i.ty by;unrealistically' Tows fgas prices o5 Nw with: repidly rising gas
prices and” 3~ softening o:.1°market, the Commission—having essentizlly -

RN o e D, LOLLIC ateia W2

ey R o

i
- K - (LR - H
LLnonOTh 2‘..‘.'.,.70 Toenre ‘.‘ZQ “}zo2 budliovs

e B du il ed
IRACRAntw L ISR
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|
Ly L "o ."‘ “\c-,vw el - upy

imposed all that the tra.fi‘ic wil b electr
utilities—must face the prospect :.n upcomng SoCal pi-oceedgngg <
of imposing the bulk, o£ the increases on ‘t.hose ‘residential customers.
SoCal—faced with significantly softening- 0il prices which could
continue for a number of years in ‘the. :mture—-is* only able to
propose a 13.5% increase: to: C-N-S custohers?:jxf Ené e:f.'fort t0 preserve
the market and consequentIy must now place thej_:bp.lkJ of its additiomal
revenue requirement burden on the residential and~ P=1 2nd P-2 com-
mercial and industrial ~customersw.. SoCal's proposalf calls for nearly
a 50% increase to those customer c’.l.asses R Ls
During, the -course of SoCaL s gas{ra'be proceedings

over the years, Edison b.as .?rgued th:rt: allocated cost of service

. should be used as- the:benchmark for rate. desd.gn ﬂor 2ll customers.
Edison agsin urges the’ Commission to ~abandion: frsalternate fuel
pricing™ gas rate design and ~£0- reiiurn o using allocated cost of
service as the bencbn;?rk for rate-des:.gn oﬁfthe“SoCal system.
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If, however, the Commission is disposed to continue
in effect the substance of its "alternate fuel pricing'™ rate
design for the GN—S electr...c ut:.ln.t:.es served by SoCal, Edison

e Pu N - L e ’*"-ﬁ-v" 4-.;-.- -

urges the voumiss*on .o tqye the followfng Stepsy “A¢ Toil lln

CTILo0wTsTe LoD nnomocol mioSoeczoTe ond oogt
rrlen.The, GN=5, rate ceiling ! to Edmson e
o should” be reduced from 80% too76%~C
Stina pftthe costiofralternaterfuelioily, Ho

.-:. .-S0-that Edisorn can pay. | the costs e

[
b=

e
]

gy

-y

“associated with Using \mant:.c:.pateu:’ SOTEOL mrmITx

T ~1~supp11es~of'gasf(smdhuascunderbxﬁ S
.-> ~.charges).and still z:,eql:.ze_, 32 N ‘
) economic advantage £ron’ burnihg sEnoT
e lesuehiigash.iomeliooe E

-

12t MeTeoveY:, f fhe Commissionsisaivrarbal
disposed to attx:.bute,,fpr rate .
o design purposes SoCa“I
TUTCTT costt gast supp:w,,« g :>:~mn_Al.be:ta,.;_\,
“o -0 electric uvtilities, _both Long.
Beach and SDG&E-=which make™ ~ FO2L5T .zTnoy
" Sonsiderable PS5 Tsilesscshouldabear~ Looy
- -~their fair -shaze of .that ~SOSL ..
" purden. In the “mid=I970s7 "when
SUTTtpls Supplies werevshortprthenizad ofet zan
- T-Commission established the p:mc:.ple i
of “parity of P- .5 SUpply as ‘between TV U7
P-5 end users whether served directly
r indirectly (through wholesale

o b ol

J--- - e v Sy
hlg\he Lo Q0 HISCmoNI o

custome::s) by SoCal. That par:.ty of P-5 supply
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" Cprinciple’ should beladppliedhte? =0T =lluo
onany: rate design..criterion which.. . v .
" would attribute a high cost’ ] 7
To OTisupplyttor PS5 endrusersiyis Dogolovel now oniloLiun
- - ‘Both GM--and- CMA- concur---w:uthu-‘h‘.dn’.‘sb‘n ‘that. -’ffu].\".l;y allocated
cost ‘of ‘sexrvice'is,at ai minimum ‘thelappropriate- startingzpointsC :
for +he establishment  'of Just™and’reasonable’ naturalsgasirates:d ©is
They al«so-' agree that marg:i.nal cost concepts of gas’*rate- Ges;gm~~ olod¥

- -~
AT . aw .

customers,to -adverse- :.mpacts“ on ‘theeconomy:,”and>dc not produce’

as much ‘conservation’as: rates which’ are based” on> ful; ‘y* dfistributedis
costs. N N T Te To QR RS U e s L0 SOOmMOTINDON

. e R -
V_ [N B N 11 n\l\au\.‘ Qo If R

s

L= ,‘..,‘,,,,.'(_'

w2 ' GM ‘as well ‘as'the’ Farm: Bureaun ialso: 'strongly obj ect
to the proposed ‘inversion ofithed GN=1 ‘and: GN=2~ rates.> GM, SWLthIOD ©F

particular interest: Hnthe GN-2* ‘-rg—tev, * argues® that=‘the Anvertedirater’
prol:»osa“-.!‘.""lécké* a‘ny 3ra51:’i&>':ia3l ?fbhh‘da-'tibn En&—b’la’tant‘.l:yi aﬁ.fscrihriﬁatesb'“'*

Furthermore, the assumption underlying the adoption ofiinvertedccosol
rates for residential-'gas’ customers il e - thed d¥scouragement

of wasteful gasiuse’,-does not ipertain’ to-customers ‘servedunders: w4

e -y 4\.,‘ veme e wb T - o wat 7 P
..Schedule-. GN=ZLiol &l GlsSe I1 armuonty phlvmelod LD Zmonseuido oop Dovarithne

S

TOTT .ol Tol The preferabler “courserofilaction)” andlthat whichimorzis
GM urges upon -the Commission, ‘s that /ity require’ ashowing asd :
to the “impact of an ‘inverted rate lstructure featuring’ialmorerroncrayd
realistic break-point -before it considers further:any move tnnthe ok
direction: ¢f invertedrates for ‘nonresidentizligas customersss ~oio
S. Eosition of SDGLE and Long Beach=™o¢ 9IT8ITCOICCL o6 T
' "SDG&E “participatesiiin "SoCak s proceed‘:.’ngs on behalf
of its ratepayvers.  ‘The'eosts ‘which -the ‘Commission Assigne wel Lo oty
SDG&E -through -SoCal"s: -Schedule ‘G-61' are in ‘turnpassed on cto'SDEEE T
ratepayers in SDG&E's CAM proceedings. The current Commission
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guideline calls for Schedule~ G~61; tosinclude- a;)»single commodity
rate based on the averag'e cost’ of~ gas *pl\rs "SoCal\s® GEDA rate. This

DINCGITIILS DLLOW

guideline was developed after~ extens:.ve_d:est:i.monx and argument
by: SoCal, -SDG&E,:and the: staff.in-A.59316,- leading to,D.92497

of December-S5;,:-1980..~ The. guideline adopted.in that. general,rate ...,
case decision: has! since. been followed..in-D. 93.L90~of* June: L6, 19&1,“ %
and also in.D.93269: of October;20. 1981 -(the..first. Anterdm decision
in this proceeding)...-SDG&E, submits- that.current, guideline, 0L -

32\ -

formula,sfor .setting:wholesale, rates should.be: retained £0Or -~ maxnin
Schedule: G~61- because.it; serves: torequitably. allocate..revenue yn: .~ ...
requirement to SDG&E as efficiently as possible. e

e
B A
O -

to continue .to des;qn-' whol-esavle comodn.-ty»crate& -wh:Lch arexba.sed Mo oo
upon the.system average: cost.., Fu.rther-,_ ‘Long:.Beach..recommends that. -
the, .refund: recollection; factor of; &.,00215 Ancluded .in; the, Longa o

-t-\o‘

Beach.wholesale rate; -by:.;v:;rtp@,-‘of P 93190, :bg;;;&l;mm;peﬁ;pﬁf-gc@; _g Smo
October: 1,0 X098 s ~oioonln oXs naIvivadnn ~oo s et

ey ~ —— Lood
Rwiegayvie ses et R yales L ROTSAL AT IR AT ."“"'O"“...‘:.‘l':u".‘l.'.. -

oo Longs:Beach also. supports,and, SDG&E does. mot,-dispute, - .-
the staff:positior that;wholesale customers ;should participate in the
purchased gas adjustment (FGA) kalancing account. It would be imappropriate:for-other
customers:-on :SoCalls: system: to- ;beérg;a;ny portion:of: the actual cost
of gas d-elivex:ed" to: wholesaler customers for: resale tortheir: ..~

i i Y
o i A

-~ .

fee payments oy - SoCal Long Beach agrees . tha -:i.b »n.sg,-:easonab}e f

SoCal to receive: reimbursement:.of.-those:costs;-onyeither; an, aﬁ.@“ﬂl}:;o
Or an appropriate percent basis.” -~ TinGE To Aofzrad L2 |

lofwe o Bokh: SDGEE- and -L-ong -Beach: fob;ject.. [0 the-zstaff

oD

Uncoll:ect:.ble,. expenses:-are ~:anurred _by reveryrodn.stnbubionvutiln.tx,nm

i

. - e .
i e e P am e g e A AT . ~ P - -
DL TUTNOw TINLTTTILD LTl . 2INDCE bz TOVLCLT LT
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system [ >-Sitee éach ‘of ‘SoCal™s Wholesale ‘custoners’ experience

Tetaik “service Uncollectibles ‘on’ tHedr respective Systems’ ‘they 0071
are reécovered from akl retail ‘customers’ on theéir® systemiit To take® =2
the position’ of ‘staffi ije.” ‘that wholesale: 'éu'stomers.-should ‘share’-=
in SoCal“s uncolY¥ectible expense, -isasKing a~l:’.L’-reta-:§1~a-cu'stomers3\ o
of SDG&E ‘and ‘Lonmg Beach' to ‘payfor ‘SoCaliuncollectible accounts’

and SDG&E's and’ Tong Beach s’ uricollectibles’s “THI S ‘would Be 2720
inequitable and result in‘retail: %:\fétdrﬁé'rs of Long\ ‘Beach: ‘and: ‘SDG&E" <
paying twice- for ~uncol‘1ectn.bl€s‘.“ o vilouon Dluow OZoT avirmodno

T Ys: of-DGS’ and” UC*" '

DGS proposes’ that’ ‘the Commissior adopt: a’ ‘cogereration’”
incentive gas rate in'-the’ form of ‘a’ 5¢/therm fixed reduction Yn 2o2ild
the otherwise applicable’ 'SoCal ‘rate. - Thi's -prcposed'n:hncentive fos: LI
rate ‘would ‘Pe proportional’ to theiincentive  rate originally <ligianol
established by the Commission in D.91239 and 92792. ST InGml

SRS In~—1ts* or;g;na‘.l. ‘dec:.sa.ons, the: Cormniss:.on allowed

This’: actionrvcenau
created a -price’ reduction ‘for' ‘cogenerators’ that: aver'a'ge’d approximately
3¢/therm’ among ‘the ‘State's thriee” Yarge ‘gast utilities.ss o 7oU8  .vlox

oy~

£

-

©I Recently, it has become ‘increasingly‘apparentsthati- ->u
the cogeneration -incentive rate 'isiercding. -Under>SoCal's ‘proposed:>
rate changes’ there would be' no ‘incentive: whatscever?for cogenerators
since the 'GN-5 rate would be'higher thar® efther: the GN-32/42 o>~ \7¢
GN-36/46 ‘rates., - At the” time OFf DLO1239° and’ (927927 few: could - have ox2
predicted this proposed “serious alteration O CN=Srates: from< LIovo
the lowest gas rateto’ one’ of the'highesti »/Given ‘thed probability 3z
of "suck ‘an alteration.,” DGS argues:that e newsincentives rateocrsxoronco
mechanisrrf‘ii-’s-’ eeded- ‘to’preserves the” concept- orlgzna11y~adoptedad qu
by this Commissioml’ J4mHIIs "u1LrsIssopod Ipsrmsrog wolr

. . - . . - .

o Ten e M S s e . o S N P N r

SOSW DL DD nn DT PLAMMSE 4 it 0L S0LIHT >
. -




A.60867 et al. ALJT/ku /fvd]l * * I\ N

)

incentives by. proposing.a mechanism whereby: the, incentive .calculation
is derived: from, the cogenerator.s.applicable rate, instead -of the .-
electric utility .gas; purchase. rate. -DGS further.:xecommends -that .~ -
the original approximate 3¢/therm. incentive be zeplaced by 2 :.naz

5¢/therm incentive... This apparent -increase,.in:.the incentive :rate -

(30¢/therm; vs.. 50¢/therm). ;. Due;to-dnflation,. this.revised roc.;.

incentive rate would actually be unchanged .in, real:.dollar .terms..... ..
Thus, DGS' proposal requests that the, Commission adopt: a new

-ty
X

directly recduce: the.cogenerator’s otherwise applicable gas.ratew..n~;
£ such an incentive gas..rate:is not,approved,:the economiti:yo ur
feasibility: of: planned. state .cogeneration projects,will :be :severely..
impaired. LEETRR tno TIZIRLC mropolzoimmol odz vd bodu:ldszus
Lowslln UG xecommends: that, the, Commission, diversify its

encouragement. and incentive, for: cogeneration, development by, .~r~nmon

rate. Such a natural gas:rate should be:independent:of,the electric
utility gas.rate. since. that..latter,.rate is now .subject: to "new

schedule for cogeneration:gas.rate, set at,a premium discount;of . ..~
3¢/therm below..the.gas; rate otherwise, applicable; to: the: cogenerator:..
Such:-a:tariff; schedule would. clearly: provide: an:encouragement for .-
every potential: cogenerator-without: regard:.to dts,current:tariff o~s
schedule,; and: would -be: the same:-incentive, for, ever '~:R°t9::ztial.mo}: adz

e

cogeneratori-~Suchsa:!'fixed-cents-persthermsrate!s below: the: otherwise

certainty to the potential cogenerators' attempt to.predictithe - e
necessary payback period for the capital investment associate‘]:i ‘with

. , i
a cogeneration facility. ¥
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7. Position of Losﬂmgeles*bepartment*_---—-@;
con o of ‘Water--and ‘Power «(DWR)T <~ - tna® anod UG

=it r BothisSoCals -and Cavagmnaro' siproposed. 'GN-S:':rates..“x foer

pose :dilemma,ﬁfor. DWP.. [:DWP: thasicy; four-yeax:icontract: for any oxr v
alternate fuel ~(0.25% sulfur content fuel oil):-at"a gas requivalent. =
price of 49.5¢/thermos Additionallysoit ofs ‘entirely.-possible-dthativsx
the price ofcthis-alternate fuelimay -drop:to ras:ilittle -asd2¢/thexno
(gas equivalent sprice) -withirsthe next ‘six months. \<The Proposed =, 0%
GN-5 rate of 52¢/therm for matural.gas ,.:.s~~s;gm*f~:i.can‘tl‘y digher iwoe
than the present orlexpected:price -of fue *:oilc:;and.Mghen ayet 2T S8
than the- 40-..5¢/them rcost “to :SoCal :of ~providing DWP dts ;gas service.:

. - The:result is a.radical: departure from histoxrical:~z-ox
trends.. DWP :is now faced :with a situation :wherein ~@CONOMAE 2o © peinR ol
incentives may.favor .the.use of fueb-oilincliewof.availableros ~we
natural -gas.as the ;primary fuel ‘for DWE':s Zsteam—electricrigenerating.:

. plants Iocated.in~the-South.Coast:Air .Basin.  :The resultingdsoscizol
negative.impact ton:the flexibility-of the-gas zsupply:systemcandixoa:i
thedegradation -of.;air-qualitytin theSouth.Coast Adr -Basim:weren::c
discussed at length during the proceedings before this Commission.
DWP plans to await the Commission's GN=5

rate signal prior to any further fuel procurement act:ion. However,
if the proposed GN-5 rate is placed into effect without further
consideration of the economic factors raised by DWP, then the
escalating costs of supplying reliable electrical service to DWP's
custonmers will necessitate a reevaluation of DWP's existing policy
of displacing fuel oil with natural gas whenever the latter is
available. ‘
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é:g :tﬂéiogas 'z.:ates

£o Ammonia -Producers: ccan;cbe-. noz:;h::qhez:/ than :.?chema:v.erage. price paid

by the utility for: gasfrom-allisuppliersy:pluslOXiandvno Tower2cs
than the rate inw effect on December 3k, 1979.c The Ammonia 'pxoduce:s;.
have .proposed ‘& rateequal to SoCal'sraverage. costoof\gaslh: 2o 2nizc
excluding ‘purchases from the Pan-~-Alberta project and :excliudmg g o8z
PG&E discretionary gas,/plus:10%s: In-the shearings folkkowing . =
interim D,93629,they presented ‘evidence .thatisuchrrate: at oz~

32.37¢/them-;5 -“Mould:-.unquestl:i;on;abl:y z;compen:sate»:SoCaJ: forthe ga-‘s

return.: -:r:he‘ ‘Armmonia Producers presented evidence~that with a

charge of =32v37¢ they have 3 .reasonable :chance:of weoveringtheir s~
own costsand ‘operating ‘on.an ‘economically: :.va':a;‘blecba-sis—;,m The - xuom:
Ammonia-Producers - propesed irate reflects therfact: that forrthe~uzs
foreseeable .future SoCal .s. Pan-Albertacpurchases-and its:PGEE =zx-lc

LR R

.

discretionary purchases, while resulting.in incrieasedsupplies. ton-x

other customers,ﬁ will have moisuch effect . onithe Ammonia “Producers::

= ;---a-..--»,_', lelvintag Sl __—\:\1*:,_,,, :-*'-w'w

- , W
e - . D 3 o b
-

-y e v .'C
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e'hacha'ﬁf s BrQRQSQ T WO L. DLLT S0 Fool.am
e 'I‘ehacha.p:i. sells water both for ’aqr:.cultura Pand -+ VT

o h
“\ ‘_A.m n,-;-\"‘ - pu et

mun:.czpa.l purposes.‘ Tt uses 16 eng:.nes ariver by na.tural" gas RS
import water from‘the State Water Pro- 3 ect ror Tehachap:.. T repy T 20

- g

-y
- -

- et

Sc/ther'n lS‘ equ:.valent “£6 about $I5E gas cost ‘per acre fé&:: ROV Y

As such Tehachap:. ‘is a"'la‘.i:ge purchaser ‘of gas Eron SoCa‘.L Vmd IO IR

v T T Lgr o ioon aoid o oniveon o 2uon wowel o
has a d:.rect :.nterest in ‘rate deszgn. DivEaT o Jue

ISR L L e L e e dnte T e P ‘-:L.“
Tehachapn. recommends that a lowex: “rate structure -

o, v PR

than anf of the propose& GN<2 rates should be prov;d‘ed to~ ‘pr:.o"ity -

cemv e RaZatey e E e bedaihre

customers who' pump water ‘for ultn.mate “Sale’ o’ ‘the' publ‘:.c. ~‘whethey °~°

,-.,...

that water purveyor is a public utility,” a’‘public” entIty ‘o“f’ Tom oL
a mutual water compaxny. Tehachapi submits that the— pumpmg of

e Ty A e s

water for uses by customers nomally served ‘by pub “util‘;ties

o n .
-, - oy -

should be “set ‘at 3 I‘ower rate - so t‘hz:t t‘he‘ Frverted “*'a‘te PET DISTenon
schedule for domestic ‘services o can extend'" to domest:.e R O e

serviee of ‘water. ° I is’ conceded that it s’ imor‘a‘ctical Fe “f‘"i .
to sebarnte out the end uses “in* this rega a7 'I’he Same”” S4TSR Tama

A,,..&

basic arqument can be made “for’ agr:.cutrture. 'Tehachapi asserts“ that ™~

mp‘lenentat:.on of" Comma.ss:.oh pola.cy on Wwater l":.feline rates;‘”' ~OV 253

as well as ‘eon:sn.stency with th terra.tory ot “seca "'and *Ed"lson, Srd

ey

indicates that rates “for pmnpn.ng water “for ultimate Use *through
water Purveirors (and ‘agriculture) sHould be set a‘t"aﬂproxmately~ R

e ‘:J‘ﬂrs]v'\r\ L)

10% below the rate ‘v}hn.ch “the” averag-'e 'res:i.dent:.al'*customer “pay i
per them.

v, e

Iﬁ axiy event, :the GN-2 rate” 's‘hould ‘be"‘“equ’ated to

the a{rerage cost per “therm sustaineé'“by SoCa 'S aver’age Pedidentiars

e

customer. 'I‘he Comﬁissioﬂ, for some t:Lme,' ‘has ’been establishiﬁg*-: S

"»-4..-.
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. Id et T
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rate. Implicit iz this is some krnd of assumption that ra;es
are being equalized between GN-1. and GN-2 customers and residential

PR T ek el e et ms Ll

L LW Ll ow v-...-.,t- -LC-MA. 5N ua.

customers,,whereas, ln fact, as of October 21, .lQSl the GN-1

- o, et
[ .c.cu GCLLC RSTaTIn

and GV-Z customers were pay;ng over 3¢ morezter therm than the

L R L T ol

Ve o..e\.-.lA DY m\dm.’" TS DT L 2NTEW _,

average residentzal gustomer. Sincev by any'calculation.of cost

a-—\. I N I g LN buy —u‘v.-.-u\

of service, GNTL and GN=2. customers and part;cularly GN;Z have‘

\'-h.p \-.,w‘ el m-.'d.l‘--u&d\ ‘rmr‘."lﬂd PR an\——.).‘.“ul .,». .....-.'..

a lower cost of service than re51dentxal and,perform essentlal

...-—IA...-. - - e 0t o -.a- vu".&.—- Ll

‘unctaons £foxr the .economy., - Tehachapl urges that GN-l and GN-2

- \
T % [FER J, Aac‘,-, \...._..-... a.\-'-' AJA-«A-

rates be made equal to. thevrate paad by . the average resident;al

2 ;---..—l
S e e n RS S et [ e T e DTG T MIS DOND

customer. and,not the average_of the three tiers, of domestic rates

DDl DL UL o 0N At LW ‘r.

and not equal_to the mlddle tier... ..

PR R T T R I S
A e e A R M D..,a.'.n-./’».v ~t ...C’;Jv wlS T Iw I
"

0. Dlscusgmgn s -

oy p - * [P
- - v A ..«..l..l .J_) J.. 'C"’_DD :9::“& d.&..uv-lw" ~

The. problems posed by the need to desmqn rates which will

s
e S e e o o et} Ve e e ANt SIS N DA SR ) L

generate the adopted addrtonal revenues of 5834, 294 000 are” ;,”;;ﬁ
_).._ - .,._v\. \ .f.,v ..._)\_. ,‘m et bt ot i 2 s

exceedingly difficult. Resldentral customers and busmnesses, .

o N e e wl e A

'S
\..-u-‘ -t‘...»ud

P
e a

EUwLy Wa oL i

both large and small,~have testlfied that they;have reached the.

v R iy
S e w Lan W aai W - Q wiaVT

limit of gas costs they can, reasonably;bear._ Edason and DWP S ate

T
"o .,.‘v:..-. . N pmaa Tl awre -J .)\. =4 ';

that any,further gas rate increases, may. 3 well cause them to reject

=R ctal
o ) e [DPRION EdedE] n.u» s DLBGS

gas volumes_;n fayor of fael oll.~,\ehachapi the_Ammonma Producers,

L e - ‘-—4..‘ -v-h-.-.\-l -

vvu—aﬂ\—-
o ad

-l

-A.- ‘.'.J-A‘.- e u o

and the cogenerators.all Request a lower gas, rate to serve the;r

R
R ».v-—..... r 2

LDIDICIEARD LD ewdW 25

urique- needs-“ CMAr GM,. as well as, Edzson, reqpest gas rates

D AN -

sy, ;-D~'~
[PRaUTARIE ot Qe v e Dogit [oye

based on a, fully allocated cost, of service, with . the attendant

VRN —~
e D 0 ‘.VJ.-.A-..'.:‘J ......., i ) XD ES Lol As Tl SATNS

consequence of,ra151ng the current average resrdentlal rate by

W s

about,SO to\&Or in_one-fell swoog.n..

.
N e fad ’.--

o wom
-t A DI D el W u-....)‘.. [P

- oooT Llsow 2xdT 0 o
e Unfortunately there are no s;mple solutlons ko the
problens occasioned oy constantly escalatlnq SRS rates, and the o
v o R R P ) SR Wy 2T UDLIuVL oI

contrastangolnterests of the varrous affected classes of customers

La?
PR - ot L i JA.- - m~v" O-uc,.a‘

cannot be reconcaledr,,As qas prlces move inexorablx hagh 5

U T4 - vt _nJ-v~-.

ey o~y
pAAToRE L 0g

-
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accordance with' the provisions ‘of ‘the’ NGPALSmo” ¢lassiof Socal’'s
customers will be insulated Erom®the increases.viIn responsev'to-w:’mm-
this sztuat:.on, we find" -itf more~ appropr:.ate to-‘

ST mom

ad hoc¢ response to the -s_pec:.a.l ;zeeds- of~-ind:i.v:.dua‘.1. classets« of customers.

W Lo ‘ﬁ-v-hrf I, ,_.’.-rn
e

Qur review lead& o.s to .r:e; e'ct :t:.heo.z:'atew des:.gn gu.xdelmes
proposed by SoCal and the fuIly a‘.t‘looated’ costf of ~service‘rates. recom-

,.._-..\...,

\ﬁ}ﬁ'm— Gy my o e

mended by Edison. We agree wzth G:URN, tﬁzat ,*:Lhere 1s~'11ttle loq:.c in

point the price of C. 5% squur~fueI:7~o by '“a fue that“nmone is currently

'V--l—;--n

using and that in all, probabil:.t;a could; not b&!bpr ed_j on; 2ny regular
basis given air quality’ constra;nﬁ . “SoCal s-guidelines o

i il e .q.., =

appesr to be an effort. to. wimposeg the increased., cost:s of., gas on
hig¢h priority customers ‘while” ~n.nsur:.ng‘ ‘that- t‘here W:Ll'l-' bera minimal

- g, ‘-,*

loss of system load occa.s;oned' byﬁ t\he..-ﬁuel.,sw:xtcmng of P—3 P-4,

- e

and P-5 customers. = N.::_' Sipaiye v :/ o-*ﬂ Iebe *~_ o., oa

e 1.... " .s._....‘

resulting :.ncrea.sed costs _1:o-”high» pr:.ority customer ':qurts guidelines

T~ - » g}

are not adopted. SoCa.L fa,:.lecL 'to- adequately ,support :.t& contentlon.

Despite repeated and long-standing requestSu-tom-SoCalz by the staff for
an analysis-of:'P-3and P-4 customer: air’quality permits too d‘etermine

which customers could-switeh tortfuell oils), SoCal has Tailed tolrast
provide useful or complete: “ini‘omationw“’“rhis- uste be yiewed as a

oy Y - n'~, T . " - Ay p gy

failure to meet its burden of proof. ~":f,"* AN DR LR

. o
i e .
Y ~ﬂdﬂ_. «anMﬁ

With respect’to-ithel request of‘ Bd:,son xandsfcmvfov: fully

fol e Boat ety - "'*m

Mndeds e

allocated embedded ¢dst of, s erv;Lce,..,we .ha.ve,,pzev:.ouslx .concluded
that it is not a,meann.ngful« measureA RO o B4 sett:.ng -ga,Sa ra:t.es..u‘" Price

e okt e

signals based on the. Cost. of fac:.litn.es.“const:uqted‘ long* ago are

L ]

counterproductive ::n a per:.od‘)»of- ”rap‘.x.dly) escal:a,u"ng\‘-ene::gy supply

~.‘_.~- e

costs. It is inappropriate o mask ¢ Ehe s::.gnal of t ‘e"cost of new gas
supplies with such ¢osts.
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+ 2 Ie; Du917207 At pages::19-20 we addressed. the. use. . of  £ully.,
allocated. cost. of service. at.considerable lengths. .

-z "Theser proponents. of: /cost, of, -services, ;
_insist and persist in’ spread:.ng gas .
" costs on - umiform ‘cents-‘per therm~-T8s ¥
- basis-in their. studies..:Thisr allocation .-
_method is unreasonable in view of the
qas priority system and.- the different. “o:
~-prices..paid, different: —supplmersv We e
_‘.md such studies to be of n¢ probata.ve
val‘ue' in-setting gas rates. TSh COIDL oW

- Amy attempt' to calculate o meaningful “-

v 'eostof ~service' -mustoreflect theslow, o
_priority status of ...nc‘.ustr:.al boiler .
“fuel customers and: the Variable mature -7
of gas: supply.. Toithe extent.that,gas ..
supply is 2 function of price, the Cost .
of gas to Ferve  low ~pr::Lox:*:m:'y'‘cus*tc::rrre:.cs*~*—e
includes.: not.-only. the, commodity cost.-0f-n--.-
the specific gas sold to those customers. .
‘but also the incremental” cost of the gas »o-
sold to high priority customers above

 priority: demand- v This- —pr:.nciple is:u00 oo
cruc::.al in analyz:.ng the transition from _

“a” regulated to ‘an’ unrequlated*market I e
as: in gas: supply. nimn wxcsinosn-rnaol

Ak ke A‘Jn./ fings

~J~ o I_)c-l-u)-u-w-‘

- Qur -language-contained; in..SoCal's. D.90822 issued. -
September *2,: X979 4s. also equally .apposite: today: -~

-- "SoCal's’ gas, mix:comessrom-several-s fomon ~o
sources, with different prices. The .
highest priced gas SoCal-‘purchzses s~
regquired: to serve: the .lowest: priority ~ ~qo~
-customers. Accordingly, the’ applicat:.on o
of the ‘strict average ‘system ‘cost of 207 ZuIihay
T service as -the: sole criterion.-for;: pnc:.ng-
gas Xo SeCal's low priority customers :.s
Vwithout merity -~ Further, it is necessary -
for low priority customers:both -to beaxr:

. the cost of the :.ncrementally h:.gher .

oy - .
PRSI - .--../..:.....‘.Q..\.-&lz “- e

P
Vo

IR - - -
LLZROY fdoun Arriw o nf
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- _mpr:.ced gas Solal purchases o, serve them

-
~ J- <

"~ and to receive ‘arealisticprice szbna.'l.‘““ FLOT .ERLRES
' .as:.~to-thes currem;*cosz: -ofi.energyoByns Lo vruliDo
. receiving .such a price signal these .. ... .
' Iarge customers ¢can reassess their usage " 7
7 requirementsrand haver.a truerdncentive: o
. to railor theinr. operatlons Xo :the most |
’e*"f:.czent use of emergy.™ (2 Cal PUC’
2 2@ 340, @aripoFETLNT LoIns WK L E20ivInD

svwr oot Edison contends ‘that thed:Commission™sy i'-x:évefrtédiéga‘él rate -C
solicies have “caused: Edison to: sutsidize SoCal™siresideatial gag’ce?
customers in the amount of $580 million by the end of 1981.,<which:s?

. could aggregate:as xuch as: $800 million Ty therrendi:ofH1982. How-
ever, the notior -of :a Msubsidydsconly as good> asrthe assuxptions s
. which underlie it..cEdisorrassumes “that every :dollar icharged:atove:-
its formulation. for: cost.of .-service:.constitutes:a: "subsddy.. . Onerve
can posit a.situation. in which: SoCal!soresidentialicustomers are:oxq
- su-bsidvi-zing; Vdison"s electric: customers-. :As-sum&.,th&t—;?an—ﬁ.ﬂ.'berta-:os

"o
;\..t-

R Qtth.e:,: —.P-.5~, ‘CF-S.'.C,O,mer.Sx-: 84 z.n.c.e.,f :cne-. so.s»;c: .of :P_an,-klberta., gas; exceedsz"ifa?b

- the rateat; which it-is-sold:to Edison,:gas: customers: can: arguably:
assert that they are.subsidizing Edison's operations. .Weofind:thatw
the notion of: M"suosidy”-depends: oniperspective:and: prova.des us with
little: guidance -in establishing just.: and: reasonablesratesc »Consistent
with- our. previous. positions,. we:will-reject fully aldocatedscostszus
- of service 4s:an:@NaCAronism.~ = [litove ro Aidsiw onod LooDogE LSO

coumr oo Our analysis. of- the-varioussrate-design:proposals leadsczc

us to-conclude- that, the:Cavagnaro- proposal,: withnminorimodifications,
represents: the-preferable- approach.» Weragree with therfundamentaloc
orexise. underlying-Cavagnaro!s: guidelinessthat: gasscustorers:shoulds
P2y as.close, to the mtility's marginal: supply,\COSLS: @S TEVeNuenoreis |
requiremert: constraiats. and: minimizationsof fuels switching-allowzos"

B e P
e pale Ja
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Traditional economic theory concludes that a price set .

r\
e i~ = ) - e

at marginal cost ach.ieves the 9pt:.mum, equa'I:.zat:.on‘ o,ﬁ t'he‘ current

P N --.-....w - ...-....' O R Y N T

cost to society of employ.:.ng:_scazce :J:esom:ceszhand«the)value to
consumers of using those fesources. ” "INk erms Of. economie efficiency,

6 Jool
A e v Pt g "~ Au- < n- uuwd ot u..o.u—

the advantage of rnai:g.a.na-l costw,pmcingv fom’reg‘mlated_ ut:.ht:.es is

that it serves as a means; of encouragn.ng “t.he maximmn' ~ca«::czncxruLc use

. e N foe ‘\u Voa..n-w.-n.-s

of the utility's services. We agree tha.t t‘he.rmost gffiicient allocation
of gas- should occur: when: the customer pays -the marginal::or resource

cost: of gas.:- Cavagnaro—"s— qu:;de»lu.nes» move@owardvaccomplzshmenb ofe
this: goal. =% "~ zzn oAz wi molllim

P . .
nn .. - ane b mernem )
-7 PR et [ N A O aha b e PR A Y Ou Tt At

"th‘\ -y

—en o J'Sinces the ma::q::.nal :cost.of new gas supph.e& exceeds: SoCalb's
average; Ccosts, rsome: gas:must ‘be pricedat:less cthan rther@average, -cost
if-othex gas.ds priced at-or mear the marginal cost Zn:iorder:itoicavoid
overcollectior of SoCalrs” revenue:requirement .o Cavagnare: s’ guidelwnes
present atsolution’ which:isrbothlconsistent withothe promotionof ™
conservation and>the*intent ofithe’ Legislature: & Theiguidelines invert

residential-ratess while pricing’ the Lifeline rateV(including customer
charge:revenue) at’ less thah marginaloCosti - The- Wonltfeline  residential
rates: and- the: lowpriority:ratestare thenliset:av:l e\rels approx:tr:a‘mr\:g
marginalicost. .TNI.TITUT0 2TReTiol nnlinlnlIils ona 'oa: SO Imanns

u&.u-v R e

-
-

owos :Ther Legislature” hasimandatedother provision: of2 A ifeline o

rrratessand Cavagnard’ s proposalsisSconsistents with that? Eirect ifveT.J'il
Furthermore; there is.an additional~ reason: ol Freat It fel fnetrates
as a special case within an overall margina:LO’c:‘o'st‘r-pr‘iz:i;ng pba:d.'cy?. “In
order:to avoid;overcollection:of-therutility? st revenue requirement
caused: by collectioniofs full:marginallcostirates,  economicd theory v
permits-deviation £from marginal costscin ‘:invéfsafprdporﬂ.dnﬂto:fhei*'i
elasticity ofrdemand forithe utility: servicer of»var’ious classes-of:T
customers.. Previously,: - im DL L7220 HE Fa.nding- 35,2 e ‘Have Cfound t’ha"t
"comservation potentiallwithin: thellifelines salfesdsure:l.ativelyiwo
slight." ‘
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wWith an inverted residential rate and all other rates set
3s: close to marginal cost:as;thesrevenuesrequirenent -permits, all
customer5aare-providedﬂavstrong-conservationgpriceﬁsignalq*MItgisg;:
acknowiedged that the:proposed.residential.rates mayrnot~produce

.
5Aq
Vs e e

the maxinum conservation from that class-n Certaxnly) a. res;dent;al

s mmw -

gas., ra;euof $1.00/+herm might produce more conservation, if that
were«our-only ccnSL?eratxon. However, glvenvconsideratxon of other

A -\~\-n

rate‘deszgn factors,xsuch as effmc;ency and\equlty,,wegfznd thatgthe

e e e i

andrappropriate. AsgTURN notes, -76.1% ofcresidential gas—sales-go
toucﬁstomers who exceed their 1ifeline alIowances and thus—receive

CO..C e
the” conservat;on sxgnal prov;ded by a rate‘equxvalent to the margznal
rate faced by other classes of customers. S hine

-~ t

o~ »
5 .»tv-a c-.r-q-v - v--} f}m‘.‘os

ces s Rate deszgn guldelznes based upon apmargrnar*cost—thec:y*—

“ror

w111 develop rates that will proauce consezvataon and efficzencyg two
offthe three primaryZgoals of anneffect;vecrate desmgn. owmhe third

")""" ~

Y
goal~zsﬁequzty. Cavagnaro's quxdelmnes p:ov;de uniform ratesafo: all

classes of customers, except lifeline and specmal customer c¢lasses.

w-—ren -~y oo W= a7 avw Tl
fod "u-“

i 3 agw
such as wholesale” customers’ and\the Ammon;ayProduce:s. Nothing could
be.more equitable,than,to provides the same.price ;signal to all classes
Of CUSEOMEZSa-: " .~n~

. - Lomom . -
[ -, - P
D S o RS o S Tt Doala CLDTET LRILLULL SN2 L

o nnoODe.aspect pf Cavagnazo s guzdellnes Wequll not~adopt ol

- o ani N e il el Rl Dl Aa g

is.his- proposal Lo lnye:t theDGN-l and - G@-Zczate by :pricing the»first

L PR AN AR

300_therms. of—consumptloneat 5¢/th~less,tban the excess quantities

oz
-~y v .

We agree~with.GlM; thataa~further,show1nq 1s"requlxed-befo:e weuad,p

R ...JC'-..V

inverted rates.for monzesidential gas customers...While the maximum.

P T ! ¥ e awﬁ‘QV—uu—.’ L T n&.—u—a-mum

value of,thecd;scountbcontemplated/byQCavagnarousQp:oposed,&nve:sion

-

of the GN--1.and.GN-2. totals only*SlS/month :it.represents.a.significant

[ R R A -

cdeparture from prevmous pol;cyﬁand deserves Jhoze ., sc:nt;ny-—espec;ally

-y - o ko st il o P i

with respect to the prcper volume for inclusion in the initial block.

.
- T .

T
Fd
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S, ¢ . [ . .
PR B N R PR ) e .
ot Losrnoblany Dorwovol h.w,:n_*m

“Adoption~ of”Cavagnaro' “ratefdesign?guidelihe33°excepiﬁfbr
the recommended- inversion~of-the’GN-17and” GN-2~rates;Twould brb’dﬁ'cé‘
the followingfrates when- applied~to the-authorized total“revenu 0L

requirement of $5;2127230, 000*'*~ 2oz moTt f0—~~2-u+f mEmInGE el
cosir Tooo molisvzonmos nuom ooubotg Frpim muoNa\003 3??6@032353
meaTmn mm Mmool HGuidelin? R CRMS NI Yo ,:o;:;*ag;agcp v_;Effective-
e Rates ~ __ GEDA SR s oATES
~““Classificatfon V7 ~(¢/th) * (ﬁjthlﬁ«r no - o +h)~ 5%

Residential®s << nonsioivn olomnansvsd vl movin loopad ”o"“’V”snzoa

Spfep-STIRIT ~IIT00 31.935, na ;;145ﬁ:::
~Tier. -IL:;~: 5=-: ~:23L.663. m:;_-145 e Sl
_ Tier III .61.663 .145,

: ot de LB m s “uo vous I
Total

Commercial-Industrial . s e e re®s e

e e O

- P— - o MQ -
o GN—l/-2 o 51 663 s s .145 . ~,8081c*__ -
TT GNT32/42%F ST SDIGIVEE3TCT TOYP4SE «--W TLgO8roYsT < “52“616‘“
~ 6N 36/46 .-z ~51.663::0:%.145 o clrouaoabr;:c aowd 52661620
Scattergoodﬁﬁb> 51.663 ..145 - ,51 808
GN-S e “81U663 FUTI~UY4ER ©CRANRIVLY LHTISD7 6] 80807

nln o woemo ,.i-.'..)*'”l", Lo onslonil IeoDNs (nTamorars o zounsls

B T T I e e

*Rate does not include. customer charge . ... .. ..
of approximately'G 6é/th SRHAOTLED S URGo0RW 25 SDYL

e o - .
Lo 2o gconzsio wordio v

[T

current level of the lifeline rate. Since the total increase‘we* e
are authorizing-today produces-a s&a‘ee&aave}aga rate®increase of

19.9%; we think it is appropriate to*adjust Cavagnaro' swguidelineS‘—
to reflect-a 19.9%, or’s ystem average “increasefor 1ifeline: " Sueh*
an- adjustment-will produce-a lifeline~rate-of~337928¢7thi-“To =7~ ~¥
maintain the appropriate~level for revenue-reqadirement; we~ will*”'**
revise the “proposed-Tier-II and GN- 1/-2“rates°downward°by' £925¢/ths" |
" We-take this- action-to-mitigate\some of”the“impact“upon tﬁeée EREIES
classes ‘of” customers ‘of "our ' transition®to- -application of- a margi.nal~

moodoLnuwlonn ToIonmulov weaotd 9 o Iuosnor friw

rate. s SR LT .
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me Adoption of Cavagnaro's guldellnes does not entmrely resolve

e e EheY N ‘.,..ra-\

tHe rate desmqn 1ssues.' Consastent with the statutory ‘mandate, we will

adopt a.rateﬂfoz the Ammonia Producers based upon tieﬂaverage costqof“all

e d:

SoCal's gas eupplzers-plus k0% .- This resulte in a'rate of‘wz 582¢/the:m

uw.- -

for the-Ammonia-Producers. Such a rate“w;ll“ondxgeggeedéwhe rates adopted
for lifeline and wholesale customers. We feel.this: isaconstistent with
the statutory mandate. . If the Ammonia Producers are not satisfied with

e mela et d  d wa RIS e £ e V*-LJ. PR

this treatment, their request. for_tpe lowest rate on ‘the JSystem should
once again, be made to the Leg;s}ature. N

TeSn Aol 205 ODLIOVL Bobustuet o

In\establishnngja wholesale. oommod;ty rate fox Long Beach and

PN S ORI i rem LML T D

San Dlego, we. will continue _use. ot the guldeline establzshed in D.92497.

m,J ------ - ...\.,’-wuh.. \_.J h-oJ«JA‘-“-#‘\)-r:‘

The zate. ;s developed_by us;ng SoCal $.average cost of _gas plusuSoCal s

5

e VLY ,..\.n.-..,'.

ANV o ot h.‘...)...a-nau FORY

Gas Explorat;on.and Development.AdgustmentNAGEDA) rate.u S;nce retail

e m e el

SRSl TR AU ILLD

customers of SDG&E and Long Beach pay for suchxa component 1n,the1r own

v -~
S e WY o s M) - u\«.....ug.t.».-’.na--n

rates, we will, reject, the.request to 1nolude A component 1n fhe wholesale

RN T _,_) u~r

rate to account, for unoollectlble expenses.iﬂwe will add one refinement.

-w.--v-\."—-LA T Ty

fatvatew o Q0w DLW w PR ..,._,...,,,'..'.),/u _,Q

We will adopt a component 1n.the rate to agcount for franchise fee costs

: ; - - -
A L [N ARG T N MR e cl n-“.,'D.. noonIny .)"" (oled

incurred bY SOCal as a. result of wholesale customer sales. SO wEeE

e l TR WD RDTLWOD LuvOm nnind o

It is also anproprlate to elimirnate the $ 00215 refund

e T o SOLZOTONODOD ot Frnucoonlih

recolleotzon factor oonta;ned.in the Long Beach wholesale rate. These

refdnd‘factors éhould have séééfeiimlﬂgéeé’és“gé 6otober-l‘-l981. Durmnq
the period, October 1, 1981 to the present SoCal has been overcoffeotlng
from Lorg Beach to the extent the $.00215 factor remained in rates.
However, during the same period, SoCal experienced underoollections

from Long Beach which tend to more than offset any overcollection.
Therefore, we will take no other action than eliminationJOE the

refund factor.

LA e

So9ly
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‘, Com Some o O~ T e

The wholeeale rate of 39 §§Sf/th“for SDG&é"e

. - \ -»,~ yyyyy PR
- W et e WLy oS lw mmesL pg i 34

PROSE DS EESN
computed as, fol;ows. -

SUOT LXLDLLoT SLoonu
o ~SoCal S _average Cost o/ has S\%Z .,~ ,
L e e _._h.“Pranch se fee (38.. 7ll¢ t x l \,._ -_:,.-...AIZL....

, 145¢/th~"

LLrot GEDATFactons it e e o eian ..‘L‘:‘.’..*;)?I.:i‘@’:"f ——
iWholesalexRatelon: oW .oIomeroLs .-fgf_cm. 3&_455¢/th

peei
JRILSIal ek

rry
-

.v,,

T ‘-ubv--—‘ e A, v e e

« PznaIIy “a baIanclng account For wholesare"customers“to~ 3
d*ecoqnlze deviatlons from” the adopted“aVerage‘cost ‘of gasane s
the recorded average has been proﬁosed*~Jwe“denied“a'sxmilarmW~
reqtest i’ D 93190° xssued June 16*“108“‘“ No‘ﬂew*ev1dence-was
presented £ supﬁort a change zn poéitzon.‘“we‘are alrbady aﬁH'

L
- S e o

'Ln balancanraccounts. The” ‘mére fact that“recorded“flgures-ma

b ey

dlﬂfer from “estimated numbers’ is lhsu£¢1c1ent todwarrant”fﬁrtherm w sl

gy A - - gn e -~ . .o
30 { ~ Ty e Lda] ,x pe AT ,,“,. —"wo-\»'f'- “.,‘,*m,_“r‘,,_

; I fame TANME Ney me oo
prolzferatlon "of “these account;ng dev;ces.’“‘ v © o

Prap uo.-,mn.n

e~

we ére not ;ncllned to create R fdrther gas rate fHeentiv

- - ete o248 o R et el e e -~ ...,."}. -a.,.'.. -.. oy

- -4 prd
for cogenerators- “We. witl’ cont;nue o reference the cogenerators’

[t Lot e s G T ey

e papls s wee o

- i lag
rate to the rate ¢harged” steam electrlc customecs. s;nce €he«steam
electrxc

- -..,*MO:::»; Lniane Ty A.*ﬂvw [

rate 1s belng moved” toward the marglnal rate, ahy'actfdﬁ“
D8 AN ornni F sl ln) o

to, drscount the cogenerat;on‘rate beiow tHe reference rate would

.y o

FLDST 0LCDDLORW SO0 Da0d 942 S DoXiIdNnD T0oI9nl sosios lloos

B P

ot

_'be 1nconsmstent with avomded cost concepts and mafcmnal cost prxclng

o ~ oy - T e -
nlin mood overd Slsorz mnuosos

- = T
o s J-v"?.a. A -

oy e

-
ivlobti ol 55 BN ol
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-z oo Qur adoption of Cavagnaro's: rate design: guidelines as-revised, as well
as our resolution of the remaining rate design issues, when rapplied .~
to the authorized total.revenue _requirement of $5,212,230.000 --= an

ar et

increase of $834, 294,.000 over current*revenues -— will produce the

WACE - —lr'w:.-:: - C""-":
following rates: -—— of 10 -

Guideline | le:iEfEedvive
*iI7.02  Sales  RatesiS Revenue  GEDA CCA : ,Rates
Classification 222t (meh) _ Ceyeh)  (MS) (e/th)  (e/th): -. (e/th)

Lo e
Vo S w e T o A

Regidential

LU ~
e O W

Customer Charge i 138.6-
Tier I , 2,085.5 32.975 687.7 .
Tier II NS 699.9 50.7.38 355.1 . .808 I8X.69L
Tier III 5 f 362.5 6L.663 223.5 : .808 . 262 616
Total UL 3,147.9 64047 1,389.7 w92

) Ll VNI AR S R;*\\:C :’ID
Commercial=Industrial ¢ .. .0& ‘ TaT.le RN /“

o

- =

IR R - . ’ V\D(-a,-,

Customexr Charge o . ~3 o _
GN-1/-2 IO 164409 50.738 8346 .808 ‘~'51°e91

(U W

G~COG .6 51.663 16.3 = ‘51 808
GN 32/42 T 7.3 517663  298.2 65T gog O SPis6l 6.
CN 36/46 5.6 S51.663  4L1.0 808 nlnn52u616
Scattergood e s 7.1 51.663 -  81.2 : i ‘*H"“SI"SOS
ON=S. . ._.- DI0U2T 0 3,069.0 ST.663 1,585.5 145 P UST.808
NH, e 8.6 42.582 _ 71.8 - S0eiC G sga

Total ™~ T ol T 3.327.0 apnYovi mo2ovE
Retail . . a9-173 4,716.7 ADSYAYS oy Vv‘ wo el ‘.
! N .

Wholesale j ASNPO.0 nolipulonml) onilolic
. . e
— e LTLTr O

“vra VODTLOD TIHTOSTUD
=60 Cap el : Sl 3.4 - lemznnbinog
G~60 Comm¥* 266.4 39.310 104.7 .1&5 - 39.455
G-61 Cap b a0 D0 ANV 2uocn fo o306 womozoies * - o
G=61 Comm** 941.2 39.310 370.0: L1445 - - 39.455

Total 1,207.6 491.7

System Total 10,799.6 5,208.4
Exchange 3.8

Total Sales 5,212,2

* Rate does not include customer charge of approximately 6.6¢/th.
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\5*Ih“cddtrastﬁfolthéicﬁrreﬁtrjcefﬁécﬁi

RO
e L

e ey ey
noIooomee

rages~wi11’1ook\asﬂfollows'“

~ .

e

" -
[

-y
- T

i . L T
P (e -
PN AL v...

Cu:rent Rates
e I=Ym8 2y
(¢/th)

Residential e P

“Pler I

_ ‘ 28.297:
il mier ITLI v S8LTn_
Tier x:x

56.721
Average Resid. Rate

.y e

-
o s,
e e [ -

Class of Se:vmce

£

STl - .
P

SN

P
T

38.2

-

Commercial-Industrial
. GN=1
T GN=2

G~COG

GN 32/42

GN 36/46

Scattezgood
GN-5 e

-“-' o
! B

38577
3877
45.767,
44,654
41.767
45.767
45.767,
35,319

(¥ RIS B AV

- Awerage Retall Rate
'Wholesale ST

) 3«;ong Beach
» San Diego

System Average
Below System Average

Lifeline (including 6.6¢/th
customer charge)
) Rg;idential

-

e

-

E

e
L,

e
o

ve ratesi: thé adopted

. - .
o s .
e BN ea

S LT -

~ o,

‘3-:1":' pySEe

T r e

“Adopted
TRates? |, .
_{e/en)

Falatolidnt

33.928*
51.691

62.616
45 rs”

51.691
52.616
51.808
52.616
52.616

51.808
51.808
42.582

49.8

39.455
39.455

17.0%
6..7%.

* Customer cha:ge of about 6r6¢/th not included.
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« IANoo\TLA  LIs e THEORLA
T Cont::ery to. the, assertions of. certain, partles.,»Cavamrwé“

gua.del:ttxes_ are faﬁ.rlyD easy, £o.apply..  The adopted rate .design guidelines

-

are appl:ted to the. tota;l. euthorj.zed revenue. requiremen.t rnexcluding the

e T e - .

oonservatzon oost adjustment {CCA) . and.GEDA. components..., The. midpoint of . the recamended

orpm -

smzema;ﬁ«?;@sers :e%es .apé:vzlaq}ssels Wﬁsa_tes_;a;e establ:sheiacoordwg 2
formila... The marginal rate.is, then. derived,rathematically by, cividing theremaining
revenue requirement by;t_he remasning. system-saﬂ.es - cIn- the -instant case,, 2 marginal

- LERYE bk OO0
o ..o The.validity of the margmal ::a.te +is tested lgyconadenng.. S wa™
i l_. Qther proposed.measures, of.a- reasonable. _price fo:,d:.scret:.onary -

‘purchases, such as: the cost of imported’ crude ‘supplies” adjusted o "“LM
- ‘to reflect ~contractual obl:.gatxons oftelectriciitilitiess S 2rosy 05T

2. The variable cost of the most expensive gas supplyrrandscods —LiIiw ow

U.elTT 1300 Theprice"ofT0725%: ancI;O'-".'S%-3Ioh?sdlfhiﬂfuell'oﬂsfandiitheﬁ?*v'

.- o price of #2 distillate oil.,. .. .- o

.
oy et Jni s T et gy
A MR Ry :‘OC\ i N r\ i :‘_ IW2 w SIS TN & M

In subsequent:proceedings;~the completioniofseconomic studlescby=steam

.electric. generation: customers:and fuel switchingostudies by SoCalIwill

:provide*ddditionalﬂmeans*fof*testfng”dﬁdcvdIiddtingytheimékginﬁIﬂretet
. They:will:also:obviate: theneed: torderiver the-’un:i:tial«marginalurate”'*
by a~mathematical caleulationc::ols oy 22a0mg0lovod YoZ:im0m

!
HEE

- .
———— Dv‘v
Pl

ot Torthe extent.that somerexerciselof:judgmentzis ‘requiredsws

CX AR

:to.arrive-atiar.reasondble . range for rthe marginalsrater: that wis:ram:o:
-inevitable and anaveoidable laspect .ofidratesettingad As yet oo ionecthas:
‘developed @ process for ‘desigring rates :whichallirparties agree “s.workable
and completely objective. ~The exercises of Judgment in /determimimgl just

and reasonable rates is our ultimate responsibilityo.irWerowill exerc:Lse that
judgment by establishing a margiﬁal“ra:te—ann&a%lylé;:ri'nVSoCal s
reasonableness review. ZART nleglof

e e L

A:Eter :the ma:.;o:.nal rate :.s d’er:x.ved and tested the GEDA

-4-.»- .

. o

o »..\.-

B B AT, Nt Tt

"'and'CCA components are J.ncIuded” w:.t‘h:cn’ the appropriate"‘t’at’e scheduIes:

»
) r’-vr.-ao - - Wy = "VN"“—‘- N -vrﬂ- b v‘-’-“ p\r vil-v Ted --r-n
ronslonoilownross 2o olorT osonwosls onr To rnon on of: W gty

53~
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Consistent’ with' I 82—02—13‘3 39 £He €A does not applr Yo wholesale rates,
| .

3 mom.a Producers rates @nd ‘sales’ for ‘stean e leckric” ge:fe“ra?:x.zhf St
| TTLSC-Tihe TesUlting rate o’ BN Sustomers iE ST .‘808(‘-‘/1: *“"che v
©lowest commercial-industrialretail “rate SCThES Tate q§® sI:.cjhtly*ﬂess
than” the’ rate”offszc‘/th" 'propo-sed“by'*SoCa:l as* representativ eroEoe il
altermative “fuel costs for 0-25% "sRLEIrFeY o5 Castamers. S The rata~£or the Sther.
Tlow' Priority customers-of “52 616/ Eh  renains -near thelTlower - ends-oE=OL
the range -of” Costs £or 075%" szrl*furv#G alternaterfuel GLIiiiFor MoVt
February 1982 SoCal'-estimated a range of costs ‘of 5 Ie/th ES56¢ /£
for such alternaté el ~ Staff -presented-' ‘an estimateof the low

range of costs foro s~~ sulfurc#s fuel SELE fromﬂ 1f'35“¢/err*cco 51 85¢/¢h.

P ...a-....\.» T T eI S DU NI 4L nTul o Y :’-'U\-

The rates produced by.-~the. gu:;deln.nes rare - just- and—reasonable, ‘and
we will adopt.themic-_ . cir wwizmecws 2h0T o 20 2o iy o 5

I ;
DY B Aiu R o T - LI -

We. . -are -not: unmindful that todagyh s—adopted-\ ratesr might produce
some fuel switching, especially in view of“the*test:.mony*by DWP. The .

-record: evidence prompts-doubts:thatrmthereswillsbersigndificantinive ol
“switching on theiorder-of220%: more massive fuelnswitchingsseemsshighly
_improbable: --Furthezmore , -the -air, pollution .control, requirements.will; have .an:asyet
undefined-impact "upon~any: fuel.switchingothat-couldvpotentially~ocenr.
We will monitor developments very closelys::-We.uwill alsorexpectantlys
await-SoCal's:study-on-fuel switchinguozWeswillralso expect SoCal to
seriously analyze means: of preventing massive :fuel switchingosuggested
in staff counsels brief . with particular attention . paidto -the possi-

o bility ofa tariff -alternative whereby its (P-3 -and :P-4: ccustomers: might

g w:.ll:mg*ly"pay: 2 premium.for ‘& viztwally firm gas: mpply. luzxalomos bro

L. L Economic Test «for New -Long-Term -2o o
Gas s;;gply Eromects

l. l ! m&;;-t T o en oAy, . ~ -
M—i———- o SN ot Rl e T e
cewm . AS Ats, test for new long-term gas supply _projects, SoCal

et - s el e

e mmmd i

recomnenc‘.s ‘ra s}:andard that compares the net cost of the new gas supply

e aw .*...__....-..z_-\. D e PRSI I A S IR SIS ST el — ki

:\.ncrement w:z.th the net cost of the alternate fuels or energy d:.splaced




--by .the .gas -ovex the:life ofthe ‘proposed-profects “TE the' net cos £ Az
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Y

of the new-supply is-less ‘than the'net cost’ of the’ 'd:.spl‘aced‘ alternate

..fuels, or. emergy. -ovexr:the project s Lifel  purchase of the' new"lo%g—té'rm

gas supply volumes would be:considered > prudent purchase‘ o -
s o ar eI applying: thi's economic: test, determindtion-of &iﬁ‘a"x
alternate fuel cost to measure against the potential gas costs’ depends
on which customer class would experience reduced,cur:ta.a;lment as a
result. of-the new: supply-projectiiolf curtailment to°PLl customers
would. be.avoided: orzreduced, "the costiofothe newdgas® supp‘ly-would be™
compared to-the cost-of:electricityrs If only- PiSL‘cﬁﬁfamre‘f?v}éfébtém
experience.reducedscurtailment overotheilife” ofuthefproject Zeha~ cose
of- the-new gas-supply would:ibe compared: Lo thelcdstiof 025%° AT ERE T .
ﬁue.],_,:qi;lwdelis}'e:e&«htoj;’qhe;:stearnﬁpl:axit?. foioiipos (PDOIOTY YIDGUE 287
~z wonezoiIf thesCommission decidestto’adoptia-test at this time

to determ:.ne ‘the -prudence of neéw; :long-term ‘gas sEpply projedts -2 e
SoCal-urges -the -Commission to: adopt/ & test -~t‘hat wou‘.l.d *not prej’\id&'é Fo2

of whateve:: ene::gyfomtsv <the evn.dence"in »the"-cert:.f:.cate ‘procee&:.hg’
fect". nOODDLLTOT
Covnte ozons Im add::t::.on toi-al strictly economic? anal‘irs::s*, Sca'f‘.'.‘e-.:l.”'c““":j

supply projects should take into account the substanti-al-%onmonetary .
benefits- of. burning gas.over:oil .csdustrass the Commi ssion é‘nbuld not
prejudge what the evidenceron. costojustif. ication< m:Lg*ht* SRow 3”&~ 'ﬁiﬁ:re
certificate: proceeding:ito should not prejudge”what the® evidender might
show~regarc’.1ng the- nonmonetary benefitsiof acnewlong—term gas suppiy

project... ILf:evidence regardingosuch factorsias air qualzty “Cpaliance™”

- --

_of .payments,:orssecurity.of supply-were to<show” substanta.al“noﬁmonetary

berefits to a new supply project, the Commission may well determine




A.50867 et al. ALJ/ec

that those. factors tip the balance-in favor ofi.authorizing ‘the ‘project,

- e s

~even if its cost were: to, exceed: ‘the,~cost::of :alternate cenergy forms <O
dzsplaced ove:: the, project life.: . To foreckosethe possibility’ of‘sueh
a detemnat:.on_ in 2 future. certificaterproceeding because of‘can« nE2

overly restrictive. test formulated~dn: this prcceeddmg‘ would be most
unﬁfl,‘s;?..,_....-* Lo T --—~t‘,-~\" o Yol

-l-—.-nﬁ-(‘,“__r‘
ST [ RN S/ Jieis PR T

« -
AN R sy o _‘\jﬂ:} G Yl ’:)..f.'.; fpgpa e, -

— e o
TUNILOL OUe

- 2-,, Staff.!s-Test .~ on-ulizooxs bluow sasin oo

eepe. o -Under the.staffils economicr kesty; Lthes full c’é»’st’-‘ of’ a¥ nidwr

L m e at! r L ed

gas supply project would bescompared with,thevcostiof imported® crude”
oil_d:.s;;laced over.the-life-of therproposed projectes If the netieost
of .such._a new supply:.atsthe:California bordersexceedsotheZcost® ofPaNe
:.mpqg;gg:cng% delivered to-California refiners overvthe-lifeof the®
gas 'supply project, acqguisition of: =—the'nqa:s:r.supplanmduﬂ:d*‘«bé“-&?mﬁfﬁdéﬁ'&'?
B T e - Staff.uses:the:price~of crude orblasty reference or
compar:.son pr:\.ce. because -it-is._anceasily idenbifiable opricelTIBy s OF
cont::asth wtl'us-. -price..of -ref inery products - ce stheralternative “fueks®

whn.ch. are crucn.al ~components~of, SoCalls .economic test reference -pr:.cé

. 2xe essent;.ally subject to: negotiatiomidepending Arponithe unique YXoss

market cond:.tmons. -for.-the. refiners: and theircustomersava Cparticu“lar
point in time and,. 3tpe:_gfo,ref., therefined :productiprice mayionIy W O
reflect an _z‘;i:ips_y;}_c:;a&iqcper;c,ept;ion of xralaes by .certain Ir’efi’nery Fripas
customers.. It coyld alsosincluderunderlying fixed . .costs that should

not. be. haken, int::-- account- when measuringithesavoided/costs Of burning™
gas. :.nstead. of- fuel odl.. <=

con novoen ~Staff.acknowledges: ‘qasTist consumed=o

Y A s laa

. ;gsj:pf:r than fuel.oil-it.displaces.not: only: crudedotl bit alse Vehelt™d
additional, resources. required to transform:crudesodl intos fue-l”oa. nERT
Staf"’ contends.. itsstest.compensates: for suchocosts? s‘:ane“ 1207 compares

the cost of,,gas at the California border--rather *.:’L‘:en'waswdel:x.vez“::ec'tiO =2

0. the _burner .tip--to.therscost -of.crudecas del:.veretho~theurefmer1 %

D e
N o malay o by o mam op P e
~e et Do BLNONT IR0 IOTE Valien

P

. - LR U‘V LTS ﬁ
. - e . . O L e --uyr "'e’" \f ( p P
L e ot PSR d £ o JNR R 6 4 .D\.,, EERPE N O -""
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In other-words, staff -assumes for: puxposes“‘of“ ‘the “test: thati'the 707 .

refiner's margin. and the..cost ofdelivering: the ‘gas ‘Efrom the borderw
to the burner tip are about the same. gool

--.-..'-ﬂ\---«

~

_u2e% oo Staff presents its - economicitesti@s thexonly proposal
with -any meaningful use. --Useliofra ‘testiahat would allow (SoCalotter s
build :the price’of. .electricity: into itsieconomicy iz.ffz’azrysi'-sﬁ makes>ne: s
senser it would: simply sanction:a A;oolii;c'yzfof::"fgasi at” anylcosturie TLC
Since SoCal-:does:’its :supply’ planning onca worsthicaseibasis’ every’:™
new supply:project: will -be: viewed:as necessary to:protect P=1=and cd
~P-°*customezs-fromrcurtaiiment“underNSOmeﬂpeSS&nmxmﬂnﬁ'scéné%io-15303
Once: the: P-1t and: P-2customers~ needs: are*plugged“ Aintol SoCald sY.CIin
economic:test - out comesaarblaﬁk;chech.to purchase gastat any»costy:
to meet supply requirements under worst case forecasts. -O°ET 0I0LLC

~z LuozSoCal,~dnritsbrief,: statess that. essentially there is
no-signiﬁicantndistinctionibetmeenzitsqwmoposed@test;andﬂthe?staffiq
'recommeﬁdation;;:Staﬁiracceptsathismsthtement\asvaddWaiveribyfsoCalﬁA
ofianyfobdcction:toradoptionsof:the-staff'SSECbnbmiéWtestrﬁﬂiﬁi 293¢

IOl 2300 D:.scussmg’n*__.‘. InZeR urooloxy wiggue e mmad-

P

cmosmnle foQur adoptionc ofran-economicitestrfor: new long~termJgas:
supply projects  should: not:sberconstrued:assal prejudgment of: economn.c

issues: to: be-raised in-futurel supply:projects certifzcat:omproceed:.ngs .
Consistent with its constitutional.responsibilitiesiand:itsdown” o7

practices and procedures, the Commission will-makevairdecnovo.review
o e N ‘7.‘:"\ e~ r-hﬁ-w - *\v
of an application for certlflcmwaf*aﬂw-gas—gupﬂ*h roj ect under
= Ay M3
the c:z.rcum.stances exz.st;ng at 1:h«r~“:*.:::'txe--o‘f.‘~-—tﬂhe'-’:?:..'L-:z':nc;.r:~ It is a practical,
f' ’..!N

lf hot’ leqal maxim that ‘we- cannot ‘bind-the “adctions” of a. future

) - et ,y o -
S obEmnoLIm I suTmLiow TTLSOLS oy ks 2ol o LT M o

- ,k-..w»\a-‘--n o~ -

o - - e PR

SEINOD
“tiNor are we* attempting the impossbee task of devfszng
“a-single~ ecomomic tést” whﬂch*wzlr‘universalry encompaés “aTI of” th 7

Cay et fayy —.r—-

economic factors-which- sHouTd be “Gonsidered” in detemznmng the prudency
of a future gas supply project. Rather, our adogt:.gn of the staff's
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test,,.which is-the most:reasonable -alternative based uponwreview 5T
of. the’ record.-evidence.: shorld  serverasiausefullplanning: toob“.ﬁo:v-
SoCal. Smsmn LT TLods Hen

':;3'* pRalemiiiel "““ oz
ST The~economnc~test:lswzntencedvas'ax51gnaI’to SoCal
anduperhaps indmrectly\to—SoCalEsfsuppllers that ltgasratianyrrcost'tw
is- not..an- acceptable: gas-acquisition: policy: i Cakiforniar oIt Jisuc
our signal-that: we, expect:SoCal o demonstrate; that: i thas madesarva
rigorous economic.analysis long before(dt:.comes beforesthisoos »om
Commission recquesting -certifdication:of: ar new gasy supply:profect. wor
SoCal, will-be expected- to- employ:the: economictest dn: planming ‘future
supply acquisitions; in: negotiating: withr-its:domesticrand-‘foreiqr 0
suppliers, and. in requestingr certifications ofsmew supply-projectsoy
before FERC. .  sr.=a~a® musno Zowow w0DIL L20m0omdwisDdoT vIgoun Foom oF
S e - Of: course, we= cannot: bind:the: actlons_ofysoCal in

plann:.ng, neqotza.tn.ng" Jandc-applying £ FERC: forracquisition: of> newd
gas- supplies.:  However,-this: Commissioncanc state:that dn anyofuture
proceedings: in: which~ SoCal' »asks approvalrof<costsdassoc1amed‘witkuo
new long-term gas supply projects,
strate~that~it'consideredﬂthe:adoptedreconomacfmest-1nothe planning,
negotiating.- andwcertlflcating%phases*of*acquir1ng~the:newogasvoff

- supply.--Failure to-so-demonstrateswillocreateca presumption.thmt
the new:gas.supply purchases:are-imprudent.z:~co o

. . De.:.-Economic:Test for Short-Term -7 .ioTuiv
_ D:scretzonaer Gas Purchases "ot

paeaere et MRS -

.'L., SoCal ‘s Recommendatlon

s e e e e oy
PSRRI A IS DODE PERBHPIERE I,

SoCal Nproposes adopt:.on of an ecoromic. test £o apply =

to the pﬁrchase of discret:.onary volumes of gas under exxsting supply
contracts. As 2 test for the current gorecast period...SoCal recommends

RENRa

that a comparison be made between ‘the variable_cost.of.the _-)da.scret:.onary

A -

gas purchased anci lthe I.anded cost, of . Indones-i.a.n crude..on.l‘,.. > Onle-cgr\

A e et e 4

r . . o R - N .
C'O T it ":'A.:J:n'ﬂ': --/A:-." ‘:'\.\--' .{wqc jed 'w-~—’1,, - ....J,.,_ o pigw)
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variable costs should be considered since the fixed costs associated
with the gas supply-are already incurred irrespectlve of whetheru

PR IR SRR e bt C

the" d:scretlonary gas"purchased is not.' BY appllcatlon of SoCalm‘ﬁd

n'-v‘.—u.»n—-,-n-u‘- N T

“test, d;screrlonary purchases would be prudent if themr cost: was._,
"y ,..p-; e '-e"*- "]"-ff""o"_ -)‘__..J i wl
lower than the” landed Cost’ of Indones;an crude oil. .,
e RSt Sl s YT "" A B RO T OND "d oeled D.....«Du-.l
B SoCaI recommends use of “the landgd cost of Indonesian
R e s ‘- Ve g ey - s e VW e a ¥t
crude 0il”as the” reference o comparmson polnt for the followang~,w;

- DS VI LanW iy WAl

réasons Durlnghthe per;od October 1981 through March.1982 purchases

P - ey ey

of-the- relevant”discretlonary gas supply, l.e. Pan-Alber&a volumesﬁ,
A" Lo Vi vl :’.mn)‘ﬁ:' X b e hatia DTN adl A

‘above 'the anaual take-and-pay cap;éf woul& reduce currallment to.
y RN ; ~-.": s 'n H’z." ’J‘(”’ ted o ,.J.., -..-~-1 e d )
“P=5" customers under average temperature “conditions. Reduced cur=- __

- A P iotng s
fod ot o et o TaoD 0. TELAN JLE0S

tailmént- toﬂP—S customers'would dlsplace Indonesian crudeﬂo;l _the

- et N AR o
e .

Lav"" Dl @05

feedstock “for’ the 0. 25x sulfur “Fuel 64l burned'by P-5 customers.

e ".-.« - ey \-Lu,u.v- v o R R e '«--ﬂ

> -i.;.-‘-.w....»..- - ‘\ .« J....J.Lc-d
Y E
-

SoCal ma;ntaxns ﬁhat the only s gn;f;cant polnt of

N o, W ey n

. d:.sagreement between Lts test and the staff proposal is whether the -

Teme Lo e Ta il on a.-./--..-.w.—.- \;...\,

cost of \inderTift charqes ‘or other économlc penalt;es 1ncurred ox

. G - -

- b e e e Homem e e T T N J"*"M,"‘ ooy "" ' JA _)-u‘...-- o poYudoN 3 T pla]
e : : IOTTRID WOL e ion

R el il

T e e ahad

5/ SoCal notes that its- Aprzl 1982 CaM f;lmng does not forecast any.
‘purchases -at. 56.7¢/thof :Pan-Alberta supplies ‘above the-‘anmual -~
take-and-pay ¢ap. during the .period, April -1982r throughyMarch 1583
SoCal "s- mext discretionary supply is PG&E best efforts a8, , ...
estimated tocost 47 555¢/th‘during’ the periodtr ~2V0 ~0 nIieous

However, during the forecast period, SoCal estimates it will™pay’
- $527,916,110. for contractually. obligated takes .of- Pan-Alberta gas
at 75 352¢/tk,” including Variable and fixed costs. We strongly,

L urge SoCxl.to: explore- everyravenue for- renegotiating”either-or -~
both the volume and Pr%§§n°?r}P@:?aFréiPQ:Fﬁopprphasesromr; bluow

3ol Zo
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v . .

- A B o Lo va]

SLo AT DL INCST e Leeln
e

- ~
. - ba U : / e 24t .
TS S OTTL oDl WIDLOTLL 2T Y .\,("C'...w o e LW

SoCal s P—S custemers as a_ result of taking gas,_ should e, deductedan

o
oo A-ﬁlw"- au--.w-u b,

from” the” cost of Indoneéian crude cil in comparing it withwthe variable

Lo PR R SO S T SRR L Iy TR a2

cost of the” dzseretionary gas supply- SoCal argues that such., penalty

A D i i (e} S Rada

costs should not be’ considered fog twa reasons- First these costs

-"‘“P" O . O PRGN jailnd 4\/-.”.«

are’ outweiqhed by the offsettmng beneflts of burning gas,,such as, mn

& et A

-

1o A ! il

meroved a;r qnallty and balance of'payments.~ Secondly,nand perhaps

- -
A e s o - ol b et

more ;mportantly, ztvxs extremely dlfficult for SoCal Lo determine

—..J -\.r...-- wd».u.»u -«An..v_u-».»

inadvance what the penalty costs:m;qht be or, even whether ;bey“m%ght

" g ""-.« howr 0 N SR vl b b
- A

be 1ncnrred No one, even Edlsen 1tself can determine on.a .day-to-day

e -«-w-.—b\ DR B i _d_v‘_._b\‘r - e-—/'l R

bas;s what the cost of axmemm: nenalt;es might be., Yet SoCal Jmust,

=
B Salndhied D LToLD i AN L PR

dec;de Qn a day-to-day basms\whether to purchase d;scretzona:ywqasmf

LD N s pC...J.J bl

supplles. Angas dmstrlbutlon system szmply-cannot.be qperated any

R A-‘-\" w [ Ny

other way. There are too many varlabies relatlng to, ava;labll;ty O,

sx.pply, fluctuat:.ons :Ln demand opez:a‘iic;nald needs of unde::qround .

o280
-‘-.,,v-‘-- o ““'\""” A DO - c

storage, and constant weather changes, for flmm dec;s;ons regarding
- ““drscretronarv“gas pu;;hases td“be made on any otﬁe:,than‘a,daxly -

~ - lrs 20 . o At T N\

baszs-~ﬂAl€hough‘future-discretaonary qaswpuzchaaes-a:eeestxmated
on ‘an average menthl ?or.yearly'ba31s, the onrzjwholly’dependable

. __,,._,.,,,_,

N afapaani A.\..-d-.4- Vi e et e

feature 6f Sueh estamates 1s»that~they areﬂneve:wcompletery”“*“
accurater S v amamosno LoD L L0In0T Inuhd o g ek

e N . J«».r

eTolE .‘-:‘l % Ynce it ‘l‘S SO‘ di‘ff.?.CBl‘t‘”‘tO qpanp'}:fy:‘bejc:h* ;P?: }D:a\nefﬁ.ts
would lzkely-offSet eaeh-other anywayz SoCar"recommends that ﬁbe
landed cost of Indonesian crude oil be accepted as the test criterion,
at least on a trial basis. In this proceeding, that cost was shown
to be $6.65 per MMBtu's in November 198L.
2. Staff's Recommendation
The staff~recommended economic test for the purchase of

discretionary supply would compare the net cost of the discretionary




A.60867 et al. ALJ/ec

e ~
TR e s

S L wer L AnTon meenn Tharm o roas vigoun "~f~o;:3~o~"~
supply :at the California border: to-the :cost: of”:l.mpor:ted-ccrude rde:lmrered
to California.refiners. «The net -cost:-of: the.gas supply @t they rzco
California-border is:.defined -as' the border:pricel:@lus.thercostiohnl

of -any economic penalties that-may result; £rom the: ellectric mtilities'
obligation to: purchasercertain .quantidties of £uel>-0il wunder: long~- =5
term:contracts.oc Undex: this test,. 3£ the: supply’s withithe added = |
cost:of -any -economic-penalties, exceeded::erude: p::ice&:it:mbu:ld ez
imprudent o purchase “the:discretionary gas.ohuts noizoenobal 2o 2zos
cosszvneonos Thelapplication.of staffistests dsy faﬁrly:,:st:amghtforward
The FOB price of Indonesian crude would be:takem-from: anysaccepted:
source s such :as:.the weekly: published: numbersy from: ithe’ ~Department of
Energy: -$2.50 is~then added torcover :shipping-shandling,: -andcimport fees
‘(unless this increases) o:and~the resulting-referencecpriceziscused:zfor
the test: . The:purchase of :any .discretionary -gas :at clesscthan this ]
pricerat:the-Californiachorder would xbe jprudent unlessceconomic =
pernalties in “eTectricout 1lity:£fuel coilrcontract resulty clfthenc::

- effectofpurchasing the: -discretionary gas-dilsplaces 0il and:;-results
in ao dncrease inelectricatility: fuel:oilstorages costs,> losses oz’
on:resaleiof:oit;nor;thezpaymentfof;undenlifr:chargés,dthesegaddirgg
tional. costs musti:be: -subtracted:from.the: benefits)awrealized:by:os oi
backing~-out theimported: -oil... If.-tstest: is: to: bel workable, »-staff
acknowledges that. the gas:and electricutilities; willohave: tor provide
each other with -the rcost information: - necessary:&o: make&hlsy* Sobs
caleulationo vys ~zi-ozolal Wl BN wnizn ovd o Yebes nx

o~
..u.......s..-_. wO- W O v -.‘-..ﬁu - Al & kane

Based on the current, reference; price; developnd‘,-fo RO

PEERVE-S Je

Indonesian -crude-and ‘estimated:underl-ift; penalties: for, Edison at $6

per ‘barrel, staff concluded £rom~its:-test . that: ?;';t would, ‘e—bev'-um:easonable
£or SoCal : to make .anypurchases:-of: Pan-Mberta,,d;scnet%naxy gase
during -the -forecast. period,  April 1982 through March: 1983um:xin 5oz

S D &

e ruod: Staff ccounseln, while offexing-the -staff test; as\rrea.sonable
-and’workable takes. strong .exception to, SoCalss: »vers:.on~«of1cthew~ A

B - AT ey - - - WA
LI LT Ee nmmuen oFT wovo oomplov Insrtizoo 2o

- o g - oua [NLWOR |

-6l~

ﬁr
D -
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discretionary supply test. Staff sees SoCal's test as consisting
vof: two -components,.~.The: £irst component-holds:isthat: . if the wvariable:
cost ofir the "discretionary purchase is: below . the:Tanded :cost..0f o
Indornesian crudei:oil-established by the Commission for:cthe current:d .
- forecast period,. then 'the: purchase;would be:deemed-reasonable per ise,
as -long: as'the purchase of discretionary: volumesi:does: not Tequirede
therturnzback&oficheaper;gasrsupplies;::Ihetsedbﬁd componentxhol&éu-
that 4if- the cost .of a:-discretionary purchasexwere:@bove the Zlanded
cost ¢of Indonesian crude oil "as -established- by SoCalucthen SoCalgr
.71 caw attempt to; show: that nonmenetary factors.andiother” circumstances
make the> purchas& reason.able..wm DOLYTEL ZLLZONODNT To adivg 0T .\"”‘\
T “'The “first: parti of: SoCal' sitesti g the same rasstaffis
;‘recommendatmon except"it‘sxgnafmcantky fails. to~xnclude.the:adde&3i
17 .cost of -fuel tcontract: penalties or. increased ! sto:agen* ~The ,second}
level ofirSoCal's ‘discretionary-testiis simply: pointlessp it merelys
serves “toprovide ;another“blank icheck :for-SoCak rto . purchase raddi-=z | .
tional isupply-since, ;according -to -SoCalythe =s0~=called .nonmonetary.
factors o may --be worth from $10:tor$40a barrel “/Even ifiwe were able
£o ‘quantify:all® of the' benefits of burning.gasovertoil;cthese no xi
extéfnalitiés,usuchxasiimpfoved:dir:qual&ﬁ?fand:balancg?of:phyment3>
do not properly belong to- anlileconomic:testfor discretionazy)Suppﬁyf
unless onelis willing’ to- assign::the:fulll economic burden of-thesesd
benefits to:SoCaligas customers alone. S:Moreover . staff rpointisiount.o
that the: economics of air ‘quality considerations are ;already built:s
into the test by using the low sulfur Indonesian crudex@sthe sz
reference: price instead of domestic erude, =72 mo Lonsd
TToos mnltE poadditionall pointiofiicontroversy Xegarding sthetest:l
.. ‘for-di'scretionary ‘purchases:concerns the meaning o£ discretionary:
purchase. - Under:-its Pan-Alberta ccontract,SoCal = is cbligated to::
take minimum daily-:wvolumes as well as@ mimimunm annwal:cvolume rofizu
- - Pan=Alberta gas.-:The contract obligates SoCalicto Xake: about 40%
of thecontract quantity-lod any g:ven"dhy'whlle-ztz:equmxes#purchase
of about 70% of contract volumes over the course of the year.

Y

e -

-62—~
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SoCal takes the position that none of the Pan-Alberta
purchases- can”be< cons:.dered discretionary“ ‘an€il-that point :Ln the

o R e B md

‘. contract year-is-reached®where’ £otal contract year purchases to« data,

Ry

- -plusttherminimun’ daily purchase obl:.ga'i:.on multiplied by© the “number?
2 of days- left’ in~theCcontradt year) fs¢ equaJ:-to “£he contract year weY
obligationi® In~other-words;-no’ purchase should*be considered"dis—
cretionary until-the point in the contract’ year s reached whe'r"é"“m
minimum-daily-takes-£6r the balance- “of " EChe year wourd ‘meet’ “Ehe arngal
obligation. - Staffagrees with this view as’a Genersl Supply’ strateqy
‘but it is concerned that if-SoCal takes more than‘the &aily*min:mmq
required during this period it may have to refuse cheaper EX-Paso~-
and-'Transwestern supplies because -of lcapacity constraints: and this
would be “imprudent on JSoCaT s ‘part I T Thds { fn SSCAEE 'S view the “important
consideration “i's ‘not 'simply ‘méetfing the “anndal ‘Contract minimam :’taf}éé’
. volumes but -fn minimizing “the “annual - cost OF Gas £or “the compahy-‘*‘ 2
And while it ‘may Tbe ‘gemerally trie ‘that At s Better €6 “Fake’ l’ai'r'ége
“volumes of “Pan-Alberta supply “in the -Colder ‘Portion cs c‘!:1-1e-'yezs,::’ When'
demand-is. high  this may -not ’betrue under- all-’m-rcmstances OV 0T
other words, staff is saying that Both the minimum dafly andEhe's -°
annual minimum volumes must be ‘comsidered in light ‘6£%11 the circum-

' .-stances 'when making judgments“about’ d:.scret:;.onary puridhases. S974 CT-

~ - - P i P ,-:

. i o ‘TTURE"‘JS ”Reco-m—mendgt‘ion LLLTeas  moewnms oo nlonIn” PR

Doi.ltii CTURN beliéves ‘that the  staffits jproposed test Ws q&i—‘te“iﬁ‘
correct <conceptually.-but {t> faces ‘serious ‘FndGFEEfeult problem’s R
of ~appI:.cat:Lon. Conmmomon oo wmorz soadz aoveilod VEUT

" 1111 For the mecessary data’ regarding the electric dt"i:i":i.:tﬁfé%'""
0il displacement icosts” staff suggests that SoCal'*comnun:.cate* VAER 22
its -P-5 customers ‘to receive the ‘requzred“‘anfomamon‘:%' While: the 277

electric utilities 'are  clearly ™ the onlyi- reliable ‘source of such =<
data. TURN" is very troubled about’ tHe " practicality Bf thnis approachs
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;ﬁ In all likelihqod,CSoCal will ,bex, called.ppon~innfuture-
proceedlngs to. just;fy -the.reasonableness. of any-, high-cost dmscretaona*y
\qes purchases. Often thatNJudgmentmwillJturn on:whether-~the;incremental
ges supplyﬂcaused underlifts, 01l sales losses,ﬂo:»additmonal~1nvenxory
costs for._the.electric utilities...The issueobeforesthe Commissioruc
howe;erlhﬁili“not be whetherﬂsuchﬁcests-resultedHAbut‘ratherPWhether
-SoCal kuew.or.s hould have known .that, . the electric. utllmties zwoulds~ - m
:anur these’costs~,~1t take5~lzttleg;maglnatlonetouforesee -anrendless
parade of.."who told-who what and.when'.questions resulting under this
scenario. .:':‘r arln wonlow of oved  wam vl Dormec nofds smiuub o

P e e W e e [y g TNO 2

e w LA add:.t:.onal J.ayer of,,compl:.cat:.on...ms added .when-one-.

[ Ry

_,7,cons;:.de:s the :Eact that -one . electra.c fu‘t:.lJ.txrmay e ~exper:.enc:mg, ue

¥ -
u«h..: "y

SDG&:. were, as .a .::esult o£ add:,tn.onal d:.scretionary« rsuppl:.es, jorced' .

to.. underl:.ft or sell. o:.l At a . loss. wh:x.le Edison -retained :contractual,
fle*c:.bll:.ty %o :xeduce .:u:.s -purchases. mthout penalty.; staff s, economic
test -would Give -con.fl:.ct’.mg -signals -to.-SoCal- regardn.nq sthe prudency?
of puz:chas;ng ‘the discretionary. SUPPLieS e nivenn mr Bhore L nbwow oo

ks m---_l-!l (AR pEtavE v

rm e s SoCaJ. May very :well. argue .that. these -difficulties ‘support
its idea that 04l displacement costs,.should -be: Left; out: ofi-the. economc
test. . This is no answer, because the. <Osts--involved- are real ones

for. the ratepayers ©f.-southern: Cal:.form.a. '.I‘hey »mustyﬂbe included if

'I'URN bel:.eves that there is a rat:.onal effic;.ept -and o
equitable. solution, to: this. dilemma; ——, let:: thewelectr:.q ut:x.lxt:x.es
gas is. preferable to £uel oxl,& ‘I:h:z.s <can onlyyoccur -in.-one, rway‘..-‘ by
pricing the d:.scret:.onary-. -suppl:.es- -incrementally. ~(at, variable) Lost)l:
and. ,Offering: then to. the, customers. who, wouldr fotherw;.se be: cu:r:ta:gledv <)
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~»;ﬁRN“contends“that if fullﬁmarglnal cost pricing were “to ]

- " e g

prevall in e’ gas 1ndustry “the-resource” allocation problems confrontlng}
the Commission would not arise. Since natural°gas is StilT” partlally |

R e Tal g, ST A ,‘- kg v

regulated however, 'the revenue” requirement (fortunately) remalns
-.A,.u. ﬁvﬂpdfﬂﬁ Jo-ﬁ -.(\} qﬁ.-.-k,.'

below-what fulllmarglnal prrclnq would coIIect. Any'qas suppIy

o -

that has a varlable cost greater than the” marolnalﬂ-rate charqeé

~,—~- R et ,‘-m_,\-.f.,“ el b ey N

"t yEIOnIoL
to” customers w:ll create a danger of*resource mlsallocatio It _

e R RO N

appears “that only Pan-AIberta gas w;II fall into “£his” category-

".p\-.,. BT R AL ) Tay g

- ey 3 b b oy ey T Lo
Thus, to" the™ extent that those” purchases are dlscretlonary th ey

nust be  afforded-a ‘rate treatment that”is separate ‘From~the overall

- - ,--v - - = - o o -»[— ..,,..,.,.g,

——— T .:..l - . - - ...._..Ol [ ")h“ pei Fou Usan. QDCA
rate”structure. " M ~ ~
et ad -ty

Speciflcally, PORN” proposes “the- follow1ng solution?

- ol .-.-4-.

'..-..‘,.‘..-.,, [ - wr Y~ e tad hr,-.".s ~

recover all” revenue requlrements ercept the’ varlable cost “of” any 7
ey A T T Tt T i) g oy gy P .wyr': -
dxscretlonary supply that” is more expensive than the” marg;nal ratér,

~ e -

“onm days when" that discretlonarymoas is™ avaxlable SoCaI shoald” offer

- e
- e B I R i d ""‘c’f“"‘

TitTag’ varlable cost to—whatever customers would otherwise experience

. ‘Rates shoula be set” unéer the” adoﬁted rate’ des:.qn ‘gu:.del:.nes te

“is
- B i sl LeEaD  nvon
economlc in™ comparlson wmth oxl customers w;ll buy 1t lf “{t-is

- ........m... Al b gy T

not, they won't. No second-guessing, forecastfng, or regulatory i

A A e o

oversight would be requlred Resources would be aIIocated eff;clently
tﬁ-* fs-’:

because” the” least-cost ‘fuel’ WlII “pe ut;lized A’ “the’margin. Air

- -

N e e ren, J—

e —-f

cuallty would” be™ monmtoreé ‘and” regulated by the appropriate regulatory
N oodles, as it-saould” be.“‘SoCal would” te” freedgfrom?the necessaty‘of

Al - R ) NI
Lnderzoxnz an intense reasonaoleness review-of each discretlonary
G ey el o f"‘ sy m T [} e ,--; (,-""v NCJ.» [ P r -

nurchase. ’ o

e TIDL L D ST e

—‘..ﬂ-n - .ou.‘.h-ao..a TR0

le aduadtd

* TURN dan” see no’ reasonlwhy the"appllcatlon.of“this e

. .,—....«-.‘4.\ I R It T

approach‘wbtld pose any” soec;alaeneratlonal problems” fbr‘SoCaI.
SoCal’'s dispatchers maintain dallj contact with the P~5 customers.

.
K




',they would also, be contacted by SoCal _ and_could,be offered a.dis-
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The offer of discretionary gas would simply add one more poiat to

these discussions; monthly determinations would be even simpler
xo admlnlster.‘_rf on_some days. P-4 customers_were. facing curtailment,

P 2 S N 5o St - Adeant \.-:.J..,_'u...u.. J.. P

b - - o o ot o e e Liea v, T i s s wg o Vhav e ....-ma‘u 1,"':.::
cretlonary supply increment. . ..» i .o- g ~m e
R R T L A b A uu.. polmpu uW . ..u..._....u Ou D‘au

e L XE must be emphasized that TURN proposes th;s approach

~-.-. -»—_....-».-....

i e ot /-v -

as a method of resource allooation, not as a_ means of derivzng

..... T s e g A --«—m\d‘-l-.-‘w e D e i A s oty ad it hu‘-_\-

addltzoaal revenue from P=5._ Indeed the_ Commissaon could - on a i

e g -u..’v_,‘-‘s..r [ alaao LRl - uh

forecasr basms, set. the'marglnal rate for P 5 somewhat lower than

........ [P ! T bt S EE .a—.-n. \_..___,:,\.

it would otherwase be, such that the same total revenue would be

- —~— - PR ,-' AIPREEA T S e bt o “,-_"/

collected ‘rom that class when regular and dlscretionary-purchases

SENL L S );.....4-»- at RS PN ] R R

are oomblned- The same‘could g be done on a. recorded baszs

K :
ST Dwlis o eeta Qe it ¢

because then there would be no ‘net cost or saving to the customer

-«-..a.n..- L R - 4‘..

as a result o£ the dlscretlonary purchase dec&sion.,
PP SL O S P A . [N H--v LU o W R SO Ll L S

T It is also worth noting that the supplies involyved

..—c--f:
T P Joan (TN I S TSR R WX

in thas proposal;are not a.very smgnlflcant proportmon of .total P:

B N 3 Wy P 0 MU L PSR Vet s WO

delaverles. Maxlmum d;scretlonary Pan-Alberta volumes ,are_about

n—_,n*-

-'-n-vr ~

[PV

¥ e e AN -t o ..-..qu Vi il e A —

225 malllon therms Thas represents oaly about. . 8.5% of the estimated

PR R A S S 411 -..1'..14—1 LR

[ L u'.-_.,- l.J.J-.A

P-5 sales-k T”RN_sees its proposal. as _workable, efﬁzcment,luncomplmcated

’amr, an& _reasonable, “and urges its adoptzon in.lieucof the far..

- AJ-—;»-\.‘— - _‘n'u - -u.-_l :-JD
moxe complex,_lmperfect and potentzally.controvers;al proposals
o ee e : - L [T U R R L & ST s 1 ) . 25
set f°”thr?¥ staff a§§o§9??l" VARIDNOUD=LN0DNS OV L 2 loew VOnD (Ton
n4-, Dmscussmgn ‘
N T DL D n s is D a e W IODTEIOSOR ..4’3”;....,‘3".1 og Zivow '““".‘.::.t')"&
Before addressing the approprlate economic test for\,”ﬂﬁﬂ
w2 e L P PP IR | e V1 - e l.an-J i L
dzscretzonary;qas purchases,,it is necessary tormndicate Our, purpose

. e A e T L e u...an L SR AW \-—.-”...Jn.._

lnvadoptlnq such_a_ test.ﬁ Certa;nly, our—primary'concern is effic;ent

o e L P PRSIV Ssa LI ——t A e e .‘dw‘u

resource allocataon, and our, ultiqate goal is to achieve the least-

. -,J..J-J N A L PRvVER - WIISRVISECY) LTl e Tl ,_‘n-_. .;.J----u

cost total fuel mix for Southern éallfornla. However, thls cannot

heied &

be reallzed by.merely singling out SoCal and imposing.upon ‘it

[ e N e e e T e Vs N ‘-\) -t

s- L Vandw b
a rigid. formula for .determining the prudency of-discretlonarykg
PRSP PN ,4...._',._,'._) e PP R A N ) jm - »a.-u [ PR A o O 1 A £
ST o TeR o~nr nflw Conrnon vilsr nisgplism zuodorrguib ozl coca
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purchases. Rather, accomplzshment of the goal of efficient energy

. -~ ‘-q it ety Yaled ‘-wn.--c~u‘~. e -

‘resouxce aTlocation will require both a comprehensive 2abd consistent

[ - - .~ v-u-u ey iy T EN w«nu-\w«

patternvof‘regulatxon and'aggressive effeotzve manageﬁent by allf“'

N e e me g £ o e :.P-*‘ --‘

the southern California energy ut;lities. we'belleve our adoptzon

'v-v—ﬂ -, v~,‘\~‘"~;r AR Yo ey ﬂv—-\ r-ﬂ-"ﬂv ""

of rate de51gn guidellnes based upon marginal cost priclng theory

,......,....-. ..,.-.".. ‘..p,.-; r *“Ow\ LV ooy

is one step toward the development of & comprehensive reguiat

,;‘—--o -u —y ,,‘,-. e ~

approach Our adopt;on of an economzc test for’ Socal s dlscretlonary

> d -
g ey ey e T e T e, A waD senswT bloo

purchases\warl move” us’ even’ closer toward that end.

,vr DOV oy m‘a ‘* -y 1 "“H"\ .~- o aTad

o b

o The test'we adopt today ls Tot 1ntended to serve as a

—~ A e el w--—bw"--«f ﬂr--f“- L r)h-

formuialcrdevxce‘by whnch Socal the Commlssion, or any interested"

‘p-.-»-,-,’ ,.‘,.as o Lo tote) " ,,,,,, RO e r--l. o --s

party can unequ;vocally determ;ne on any gaven day whether speclflc

v"»--i-q'r ‘p-u e g e e i dde Yelalel - g,

dlscret;onary purchases are prudent or not. Reasonahleness of utlllty

- o ” R -..‘-)—v-\-m roe "\“F“ _- r)fu ‘—\v-.' [ o . -.O
actions will® Stlll be" determlned on @’ case-by—case baszs dur;ng
"-- - - '.-~a-\,, o
annual-reviews." However, 25 we note~in"a” companlon case mssued
-y f-v'r""“" Ty ey

today, guldelines, such“as those” provrded by an” economlc test for "

S e .

. - " = m TNar wr‘vvr-& __cv‘
dzscretlonary gas™ purchases, are” nevertheIess useful?‘”Properly

-)-\r\-‘

desxgned, thev-snarpen the focus on the burden of proof 1ssue- Ig purchases meet
"the feCORAMic tasE BhiS Will’ create a” rebuttable Prasimphion: that’ the ‘purchases are
- reasonable’ v Purchases that’ ‘do°not meat the*guldelxne are'presumptzeery'unreasonable.

The apuhcant wiXoBe reqm.red £6 make a s'tfong Showithg ~to" overtané“thns' ‘presumption.
Gl aindeale o sy« Setade BN AR Ty D ROD
we also acknowledge that it 157211 puk 1mpossib1e to

“-."'-\rt ' - (e e et ATt SRl 4 f‘,-"' -vr -'\"'\-v o)

- devise ‘one” economic test whlch wlll“universally encompass all of the

Do Dm0, e - Ty p—h.-!' -y L 'f"" y,-v-.v ~}-
A ¥

" factors” whach‘Should be consxdered in determ;nlng the prudency of

T e - ey ey ey g ‘("‘rv Iainddaln H"- “fu'\‘*“‘f"“' s

future d;scretxonary gas purchases.“ For” example, the real;tlesr T
of supply ang demand- must be recognized. ‘ondar- certaxn supply sIes

Fﬁ('\'ﬂ ; .-u,—,..-n. .j-a.-, -

scenarlos, discrEtionary gas might be” required to” serve P2l through

aro- - T AT N e, B il r-v,‘v-"-d _—:, Or--w.-x-'v-\[ e v‘?
P-4 customers. The assumed ‘weather condltzons - warm, coId wet’” dry -

o e arl e n e e R e N T vy s

durxng the” per;od in’ whzch the drscret;onary suppIzes are’ purchased -

- - -n‘.-.’— fp.n-ho-.rv"" -y gy

must also” be” conszdered anng w1th the” utlllty s” gas storage ‘policies

- -y -..,-.,-“...v-pf- <y -I»r-

“and” operatlons, "dnce agaln such factors could mllltate 1n favor of
e «..u‘»"n—, ." ,-rfvw _?1‘,-;-!"\'.1 Yo Tl fadt ol e my

purchasing” &iscretionary” supply” in order” £o ensure service to =
LoaoLzoowih wordyio ol ovidoooliioiopin
. through P-4 customers. : v - _

o» et
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L “M:;,»furthermore, the_prudency OF any partlcular d;scretlonany
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purchase may well depend upon. the perspective from which analxpls

"y il st
\.-.—. e -.J ‘- -—4...-—1»... --.....-h.«u.)

of the purchase declslon is made, From the'perspective of the

e

..‘,-.'.e-
e .1—-{.. u.....-..‘» ' ‘,. J~~A.¢. ......,....J ﬁ-‘n--—n n-v\-‘.f Llarpen

average gas utility customer, irrespective of his, classifzcation,_

>
- o R I NG ---».A._.AJ-.A»-;,.I PRNAR S JUC I A PUR il O

prudent polzcy could well dictate that no'purchases of discretzonary

VLT = e

...‘v.ua e v

~ Tl w e Tetewlhd b e

gas should be made zn excess of the prlce at which it could be

T jood ..\......«CCJ o u.-..\.) .- .HJQ‘ x ""‘”3

“sold. ”xcept'for the availabil;ty of balanclng ageount, treatment,.

ar L NTLRCD Te e Wy L R

this might be the perspectlve of SoCal as, well.l From the pers pect;ve

Var -t CIDL Da o n. et W

of the electrlc ut;llty lt might be prudent for SoCal ko, acqulre

Sl e et DLW Y PALVED S demed 4\.. -

dzscretlonary supply*as long as the electr;c utllity reallzed a '

foe i
PP i.-....‘.:-—' v...N».a Lude ot

net economdc beneflt by burnmnq the purchased gas. in lieu of fue] )

[P T e ml DmLOTTIC TLELOLLS —J]!......-:'

oil. It can also ‘be argued that purchase of discretlonary supply,

et s . ,n".r_fe."\k..-' e bk e e L U-..\u-A

is reasonable if it dzsplaces Oll and results ;n 2. net economic

e i e

-
Ve D AWl w Y ...v.

benefit to the reglonal economy. hese are, but a few-of the_ per-
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spect:.ves we might consa.der :.n develop:.ng, _an appropr:.ate econom:.c in .
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,”.,,M.Revzew of the econom;c tests, recommended fonuourbconsidera-
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tzon reveals.the . ;mperfectlou,ofpeach.o Allesufﬁer,from”some-conceptual

et

and/oxhpractlcal Gifficulty. . SoCal's test, based upon the landed .

e

cost of Indones;an crude. as, a reference ,OF . comparison. price, fails

-.e\..,...". - i --.l--.r ..-" «-_«'J. ows rod T vt

to_ conslder the very real costs.of fuel contract penaltres potentrallv

PR} e LT LW LA e o J*-;onﬁv»ﬁ-

lncurred by, electric ut;lztzes who accept the proffered d;scre onary
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gas *ather than burn fuel orl-ﬁ By lgnorlng Oll d:x.sl:>lesxcemen,t.co_s_t:.s,m
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SoCal' 5. test would ailow hlgh-cost gas. to be purchased even _ though.
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that_ gés costs moxe_ than  the avo;dable cost Jof alternate fuel.
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Vaque assert;ons that there are nonmonetary benefits assoclated wmth
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burn;ng gas. arehlnsufflczent to cure. the defmcmency ln the proposedr
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test-‘ Further, lt canube said that the landed cost of Indonesman
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crude oil does_ 20t reflect“current oil costs, since it is a. relatively
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stable prmce whzle the low-sulfur 011 merket can be swinging
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. .. .. . With respect to the staff test both TURN and SoCal
raase reasonable concerns over the practlcallty e €he approach'*“:"
~f}~-u . -~ e ..,.\.,-_. - o~ -~ ‘\..-
The lnformatlon upon whlch SoCal must necessarlly act in makinQ“

u-\-.. -. , —bﬁ,-\‘u -Q(*-:-

daaly purchase decxsaons, i. é. o;l mnventory leveIs; underl:.f““:“~
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-, HAs e aenoe vin ‘,.,.r, e T

provasaons, prlces.of oil under contract, etc., are not w;than its

—‘;--a.”. R -

"control-_ SoCal must rely on the tlmély and forthright “Provision of°
: v 5 t“'l'*"\-r"-",:"--‘vo .-—‘0,... T -

the relevant lnformatlon by the electrlc‘utlllt;es. As was' prevmously

roted, even the electrlc utllltles themselves may*be unable tOvacquIre
ﬂ“ \)"f ‘s)w) " . "N"QI

the necessary lnformatlon on a tlmely bas;s-

o " RS Sl s Fe it o LA TN Lo 1 e —

TURN proposes a pract;cal solut;on to “the conceptual “ang-”

W PR .
son ol NN LEASaT - e O

admlnastratlve dlfilcultles ;nherent ln the recommended economic'““*

s o .
ﬁ r,ﬂ *

ro oo
1~ ¢ - ; "
NATHEAIER) \h"wﬁ- - et . ——)

L

“‘l)l’\"'vr N 10y

tests. TURN'sngqests that soCal “on days when dascretaonary gas;ls

_.,,-.\« SOy M - ,-,‘-, ,

avallable, ‘should “offer it at variable~ Cost > o “any “Sustomer who would

otherwise experzence curtaalment. The proposal has. certazn merlt‘”

.z [
T ‘-\"\Im'\. RSB E et I edn

5 that 1t leaves to the pnrchasers the economlc dec;slon whether or not

et 'N v“w" o by w—\»\r-\w"-

”to buy the gas and allocate some of the cost of high pr
to the actual purchasers. On the other hand day—to—day—sale*and

e - ey f‘df’r - N ey ,,.\,_,f:_

n,n

-wv"'

‘purchase dec;s;ons among SoCal “and a variety of potentlal customers

B !“"" — A —h— ey
w2 [ Ta s Iy ~NEo

ﬁmay prove even more meractlcal than any of “the- suggeste@ tests."‘*

IS Rl ""*f|

. telelwlell " Tt le Lot [ I
However, the proposaI deserves fuIler consfderatlon and anaIys;s in®

e, -,A -_a .

SoCal 5 nesb CAMAproceedlng, and we w1ll dlrect SoCaI "o submit "R its

- - w e
e Y, e Su ER e

next CAM proceed;nq an alternatlve §ro§osal for “alowing variable-c®
prlciné of dlscretzonary gas supﬁly~“ EEEE .
AR Whlle we 1nyest;gate such possmbzllties as tarsz proposals

T ﬂu.r,-o coanr -

: : )
and TURN s recommendatlon 1n,subsequent proceed:.ngsr we wzll adopt an

NN af""~

AR sl e TR VS At Y ;. o

] SRR

vty
s ud
~

-

R Ry

economac test for dlscretaonary purchases whlch,wmll apply in the‘*t

‘-_p-ah‘. LN e ,---_-wv"\-\ '\p-—- “\ﬂ:ﬁ —A

absence of further act;on':~ We have- prevzously adopted a marg;nal"‘
rate ranging from S51l.7¢/th to 52.6<¢/th for purposes Yof® designing rates.
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While it is. by no, means, perfect, sucb a range provldes an adequate
FRORSEE T Yo otV B Wi Seg LUV SONANIOD OLSATOLLS DL

benchmark for maklng a ﬂmegx&d determznatlon of whether a certain

_ et ; =
" S T BWRON TONT L000d ODLdW NOqL Solrsmrolos onv

dlscretxonaty supply purchase xs prudent or not.

) - o, = -y el ' - M
Vo 10 LH.0 L AN0LRLD0D susteryr viish

As was prev;ously noted developmen%}cf “the ma gxnal rate”
e WO L LIS (TDSIIS0D TontY L0 IO I02iug LLineinivonc
ccns;ders a reasonable,pr;ce for dlscretlona:y purchases, the variable
P iy PRI T i IRUEERP G G R ) e jadofodulel

:,cost of the most expens;ve gas supply, and the pr;ce of alte:nate

- e o lath et raedehSotie -~p—wu-'. ,my-.-‘

Ty

[

.fuels, sucb_es 0. 25% andyo 53 {bw su{ﬁf{*gfe%i%i%reud ﬁ% QEEE?IE%E%~
oil. All these elements are relevant to an economic testﬁﬁor e
d;scrgtxgnary __purchasps. hAl‘Shg, Jv;ﬁ’en “econom.‘_g_sit’u\dxzésh b,yvﬁtﬁél"'steamﬁ'
electr;c¢§eeerators and Scééfru ﬁgeé:s{{tchihg ségdtes"égémggesented»
we ;uteudwtekfu:thet refzne the methcd %cfidétegﬁiﬁagc)tﬁé“ﬁezgzﬁgfs

3 eI , Tow \ T TN . £ - _r_,

zate so that it Wlll represent an even more valld approx;matlcn -t

e e Tt SO ah) DALLITLY IS TS IO ouZone \L"n\odw-ﬁ«)\,
ma:gxnal cost.hﬂ SO

(R \"'("J

R

e s P

.o
-r-,..,rw R S T L Sad -y o) I’M qﬁ

. In the xnter;m, the margxnal :ate og Sl.7¢/th €0 S2. 6¢/th,w1ll p:cwlde

i - fasy - R lala N RL INEET R PR I E O e dEN Ta o - v -,,.‘--“ Somesa

. a clear and useful guidelxne for dzscretlonary puxchases. Purchuses-cf’d;scret;onarv

ST DAZ IO DL DI M mAT Tt

gas supbl,es at or belcw the marg;nal ratexnjl be;meaxmd reasonable.

- e . P AU - LTS S oo KB N v

S
Purchases of dlscretlonary gas supplmes in exceSSxof that rate may be
. e —~ e vt Y . oSNNS I X ")“'O"",\T:‘:f(}""‘ :"“"w‘ [ b

deemed reasonable only upon a strong showing. We note that adoptton -

) -~ - ~
P s DA --__n LY WD DAZDLICTL oTOm IOVY OVIRD VL

of the staff's reccmmended economlc test”ycu;d p:cduce~a bencbmerk ox

| compartsouuprlce‘gbich is smuiler £o_ oux gdqégedJéélgeilge;~ gﬁé§§°;
both .tests, purcbesesmet ?es:A;berte*su?g%fes et 5§,2£<§E~ﬁ°5l% beq:
pxesumed unreasonable. We are aware tbat SoCal pgcjects no pugcbeses
of 56.7¢/th discretionary. Pan-AlbeEta supplzes durlﬁé tﬁg £Sracast

Dt e e s At L VoL WY L IAW

per}cdi Apr;l 1982 through March 19§3,. §cCal‘s next: highest est;mated

e -

. )
LA SOl JLannTLnoDuT 2 'V EUT L

discretionary. supply soutce is PG&E sﬂbesg efforts gas. prmced at
. —— 1 .. . R [ -w.--. I ISt ol ¢ 2 e T i) e v 'M('!’vr\ ,‘-“

47. 555¢/th, well under the comparlson prxce of S1. 7¢/th-52 6¢/th
/ oo ot -m0izds wedyIul 2o vonmsads
_establzshed by our, guxdelxne-
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As we have prevmously—stressed satlsfylng the economzc
test'onlv serves o’ create a rebuttable‘presumptron of*prudence. In

.--- .-m »-\w-\r

subsequent proceedings, tbe burden of proof rema;ns on- SqCal tOMJd_~-

: 202 .\ DoItned
demonstrate’ the" reasonableness of its qas purchase pollcmes. A ‘

a
- T

As stated“prevmously, SoCal lel “be* requxred’to“make ‘a strong “snowing

AN --m
R

to” Justify” purchases whlch do~not meet the economxc test“' At<a- "“'

-~ ‘»rm‘hrrh
(o

mznlmum; relevant evidénce would”xnclude the“followxng; e ”f

(1)~ supply constra;ﬁts“and demand characteristmcs' (2)”weather— o

related-variapless-(3y storage operatzon,‘(4) net'eeonomae beneflts
;\-.— i lndatad r"'-f’\"l
real;zed by electr;c utzlzty or ether low przor;ty customers,

economic-benefits rearizad by* the reg;onaI eeonomy, and (6) revision

o b ~0m ozlogan
of the “margxnal-rate" benchmark to reffect actual condltions,

;aeludxng ~alternate’ fuel“prices, existzng " ‘tHe time the dec;s;ons

[ P
IR ,--.-, ~r -’_‘4 )‘o*

*were made to"purchase”discretlonary gas. The‘latter is necessary
. rALm ma™ -m.p.»,c oy

Fate WwiIT ‘not’ neeessarily'alwaxs . v
adequaté}y reflect‘relevant“factors occurr;ng durzng ‘the fbrecast

. [
,.-.\H.-, P D -
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N respect‘to “the'™ ;ssue of what”eonstltuEes’a émg 'eéaégary
el - TCTL L B0 v

- purchase™; ‘we ‘£ind the" strategy employed“by PG&E useful ‘Fo Socal

only the requxred“da;ly take wouId“be cons;dered the mfnlmum céktractual

PG i N e SN A Vs

”oblxgation“rn September WiEn amounts above‘that“treated’as discretienary
‘andsubject 0 “the economic test ™ “Summer minamum takes would'reflect‘

- mim I ““daxlvm*equxrements With wrnter purchases”increased’to m@‘

- -
e Rt Cr

the annuér“oblzgatlon (absent eapacmty constralnts) Amounts Eroy éxcess

of these ‘targets would’be cons;dered dﬁserepioﬁai?:'£Egardless of the

L Ay

mofth dnvolved . hrs-approach is’ reasonable and“wmrr‘be‘used‘for purposes

R e R TN - - rmflﬂﬂ‘\H‘:LO‘

of defining "discretionary purchases‘w“\*" SmAY mEE e e sess ettt e
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Finally,,the Californma Gas. Produoers Assoc;atlon (CGPAL”_,
raises an issue whlch requires our resolutzon. Durznq,the forecast

PRSP PAr [P H = e e [P UL N as A P A

perloc,"SoCal projects the avallabmllty of certa;n dlscret;onaryﬁﬁﬁﬁ_

&-.. [ ot 1 et

gas. supplzes--PG&E best efforts gas 2t 47 sssc/th and M;ch—Con .gas

R PRV e

P Y ..;_,._\_ T

.-,'
*
o A

at 47. lS4¢/th-T Accordrnq_to SoCal S, gas purchase pol;cy"d;scretzonary

.._-'-.-»4 o “-t—-—\-m\_

-

d;scretzonary"supply is taken fzrst-: In the instant caseﬁ SoCal s

--.’ -t A -J-« At v = -t wvl_

policy . would dzctate the purchase of Mlch-Con, g;ven the projected

___‘..._-',, ,-o-/-a‘

costs; before pﬁrcﬁase of PG&E beet efforts .gas..

._...‘-._ - - ") Yl e e ZLNIDOLD -&..‘ ..)J--_.._..,-

e 'écéA esks that SoCal be"dlrected to“purchage‘addztzonal

-
R R e - .- pMalele

suoplles of gas from PG&E prlor to«the tlme that they purchase gas -.

PR

-
- ooy

e Rl 1 el iy

SN ...._....,

O % [PE -

from Mzch;Con. CGPA ma;ntalns that even though the-pr;ces SALE -y

] e
[P ;M_'. (U

closely in 11ne, there LS 3 very substantlal LAdditional benerxt ~to.the

PRSI ..’..—-»«... 4

ratepayers for natural gas in Caleornla byuthe,purchasehof additional

-_‘_,.,A« D

gas from PG&E. This advantage arzses because the PG&Eraddxtmonalrﬂm-

PSR o O L

gas suppl;es are generally‘based upon Callforn;a gas productlonalnqﬁ
. 2p additioral amount.. That California gas: ava;LabLe,at;&B.lS is resol

e o an \_4<d.

v-. l

ot e - [

it

'by PG&E'et around $4 70.V,Thereforehwthere;;s & $1.50, per,. millioantu s

. - S

addztzonal value 1n maklnq those purchaSes‘on that”basxs- Since thag

- -
W .

-ls vastly greater than the d;fferegt;al between.the;M;ch—Con,qas,ofrsc

A FREN I, AL

§er'mlillon Bru's aqa;nst $1.50,. there is a public 1nterestm;n.request1nq,
at least for the t;me belng, thatHSoCel purchase.addr;;onal supplres.of
PG&E gas before it turns to‘out-of state.suppl;es.of.M;chacOn.gas.p_r

e s For tne reasods étateddgfmaGPA we will . direct SoLal to-.

9~ e .
") Dy PRI [P o e [y St P

,Wptrchase DG&... best efforts gas, before Mich-Con .gas, 28 long; as..the -CoST
differential is less than .5¢/th.nfcrhgw.ﬂ e s oD

P




A.60867 et al. ALJ/rz/km

<rT. SDGAT's A.60901 and A.82-03-38

A. Revernue Reguirement

-

-~ o

increase: :.ts tu::al GaS rates, sing conformance w:.th» the., pz:ov;.s :.cns

ot its CAMotarifE, ~to offsetrthe.increase, it~ *-hewcost.‘of. natural. gas
proposediby-its:supplier; SoCal,:inoA.60867~and: A;,;gzzrp;»_f} 6.~ In addi t}_on ‘
SDG&E-seeks~an adjustment:tosits: CAMcrates:in:order:to,reflect the ., .

- -

recozdedrunder-randrovercollectionssin, itsy SUPPLY: adjustment, mechanismn,

- PR
...ﬂ.-JO"»..) I ToRn

{(SAM)-zand “PGA subaccounts-;:,resPecti-vely-.mr- Bonsovan: oFfs o

the G-61 Schedule is adopted, SDGE's requested re_gque; :e_qm.rqrggnt
intits-consolidatedrappldcatiorns ds: relatively :easy. to. determine. As
préviously roted, the: adopted: wholesale: xate, for:SDGEE s -39.455¢/ Ltho
SDG&E's total revenue requirement:-is -them derived:, using:the ;:s«g_qé{t:;a ,.*
methodology, as‘follomsu~o CET ST mbonm onow BORLOIDIL O Lo

~

d v Pate] ‘JERILA 98’2" C"AMQ :“:{'::‘\'-:'f:;- -
Rmm REQUIREMENT‘*’ ".:" - QT

s PR

oy e T P ",ﬂ,,,.?' r :,-x

[ AL AV |

LDOTOVE orr o :"ug")g 8 Amount
wIo0TIT mOTnYR onsx(T hgusangg gg Doll ;g)

A Revenu RA [ O S i e 1] DRI D .'": TOTLIUDDT
Capacity Chazrge. . . - O MLl mmiudetiig 131550.0
Corrodity Cha.rge (°4l 222 x'SO-BQGSS)_‘“ T M Teees 371,359.1
LNG Net T i -969.0
Purchases 76 “ROW LIt a-dD 5 Ea%D wwlsboing 383594001
Twice PGA“*Ba}l- ~Iﬁvc<:t~’2/2*3'/‘82~ no ofr clnmixowoos  =8.660.5
Subtotal SOWVOIL JIUIMLIS LT PoLro lust 2% 375,279.6
F&U - Q'ﬂ Reta:.l Sa\les“’@ ~\‘0'6-\76x""" Clmi T unluoodas 3,918.1
PGA Requirement ~4---0%o "-’f‘ Low mrade\vi $ 379,197.7

j,a_/— puloiy)

Revenue Requn.rement

o SrooiTrl now T4 o e i
Base Cost Amount .. .- LLIITTNTE NS 92,6443
B. Twice SAM Bal. Acct. 2/ 28/ ST T $.687.5
o Subtotal ~oITeval fuow Lx L Lozzmobroot of§ 98.,331.8
D. Less SDFFD~5% ?-'3‘3-'33'ff 0NT prIvasd Mool 1294.2"
E. SAM Requirement ... =rsn= .70 See TN e T rate el Y gs 037.6

Reverue Requirement =~ ﬁ':‘ﬂri{‘ + 2son viovizsled 77 235.3

PRI

Revenue at P'esent~‘2atés~ o e oms Traios § 410,962.9
Increase SEITLMOTIUN0TY DUAUveT prniniones 66, 272. 4
*Excludes all revenues associated with the San Diego

Franchise Fee Differeritial (SDFFD) and the conservation
surcharce (CPAC).
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‘SDG&E*%”Eaﬁ’déﬁértméntfrévénue fé@ﬁiréménxvis'3&779235 300.
Under rates ‘currently in effect’  SDG&ELis’ collectingu$410:962:900: RT3,
iz annal reverues.: °'The' increased-annual” revente reguirement necessary
" to ‘offset the ircresse in” the' cost ofnatural gas:supplied: by:SoCalzand
to reflect six-month amortization: of the:recorded-under- and.over-z,ns:

o K Vol vmm Vg

collections in SDGEE's" ' réspective” SNW“andiPGAMsubaccounts~1s~$66m272g400.
The amount of the increased annual: revenue“requirementﬁis reasonable )
ané :Lt WL FES be‘adopted“~ wvaoouolan waR soow vl e N Yoo

- e

BT ‘R3S DesiemC DOTOOCRTE TEIDIR LZofeods 0o 4lubadnd LAan o
*"7578DG&E3prbpo%ed'a?rateﬂ&esign’rn:confo:mance@with:Commissionﬁs

LT

policy ‘on ‘gas rate désign: as istated: inD:93629, -isSued.Oc:obgg;ZO@;198i
in SDG&E"s N 6090T.- The'-following criteria: were-useds > lsrcs . Z)DCE

e ' PR VER R

(1) No increases were made to the customerss .-  vos ahmr=om

Sar et L4 - e W

charges. Increases. were. made only in the

-

commodity nates,,zii;Wp

m-,-/,—m,-.ﬂ
L SIS W I S Vi

(2) The lifelire rate was set at approximately
S 85 percent of the average system rate, the
‘average system rate is the total revenue
requirement divided by the total sales,

'ﬁf),.. ~ .4.-.“\.,

-:2(3) Schedules GN-36 and GN-46 rates were set
~: t~- close to the estimated current przce—of rriones
7 ¥6 low sulfur fuel oil;~ - mwea-iT .

'?(4)— ‘Schedules GN-3 and GN-4 rates were set .to..
ﬁm,approxlmate the estimated ‘current price-of
1T #2 fuel oil (or at a premium above the ---o.i

_Schedules GN-36 and:GN-46 rates). @ -PLEMiuI ..

¥

- of 3¢/therm was the controlling gu;del;ne_k‘;ﬁ;
utilized for Schedules GN-3 and GN=4.r

R AR P AT R T X

The 5chedule GN=5 rate was increased ‘”“”*”f“ff‘**“

'(6) The residential blocks ‘were 1nvertedrw;ﬁhqcﬁ’w
o —the last block having the hlqhest rates-fandh,-

(7) Schedules GN-1 and GN-2 rates wereisetii ool MAL
relatively near to the modified average. .. frmenn g

_ ~ system rate (less lifeline sales’ andf“” ‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘‘
'“**“-~“~revenues) and designed to recoverithe S i crmavss

e

T n remaining revenue regquirements.
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When these guideIineS”are applied;to :SDG&E 's<total: adopted

revenue requirement of 3477'235 300 whnch‘translates*1nto a revenue

increase of $66,272.400, ¢

Class @f Sexvice & Schedule Rate

e ko

RESIDENTIAL
Schedules GR,GM, GS & GT

Custemer Charge, per month~—-
Tier I,per therm(GR,.GM)
Tier I,per themm(GS)
Tier I,per themu(CT)
Tier II, per therm
Tier III, per therm

02.277
o (04.323)

~ ’»-Nr‘

17.077

‘,',‘.«w.}_.'_‘

17.277

Wy

14.277°

17.277

14.277

$4.92

17.077

. 0924

. n-__,

-

$1.70 <

[l

[e——

T ) P
N MU L

- m ” -

Rate Rate -

SIS T

. o~ Ny
el f‘..‘... ~

20020 -

41.323°

(02.123) - ~41e323 . - oo-zo,‘ﬂ.
4123237

500207,
~‘_.41.323ﬁ ,,oo.zoa

- 41.323 -

‘““41.325‘:"‘1 ’06"‘2 o

v N
.A..-u)‘. ...~J\vu.u-

41.323

‘-' By oy ‘-1r"
R

V- o WYy

S4LB230 s TneuD

e e e e v

4l. 323

. -
.
=5
W 2

o
=

$7.677

£.504.00

41.323, . 00.20
T

SN

40.486
suodn To

v

¢ -
™ . ~
S 0D w-"v' LOOTS L ZOL

vy o)
Tt

ot e -

e

IQ(V«(».'D S0 DS
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the rates prqposed by;SDG&E would look as follows:
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(AR TS
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3~'( ents pef~ themb
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$1.70 -
51.4 07.2

1
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te by 1) g0t
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==5%77.2

PRI .-../’3-1 Py

58-604wo_ BIL24 oordox07.2
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-

‘Dcﬁ L.
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$12.63 $1-34
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Staff proposes that SDG&E's rates be designed according
to the following guidelines:

SorTabo (L)7o The' Tesidential Tyer <Ti(lifelime s
e -rate is-set. at.80% of the sys.tem o
_aver§ge rate (SAR)-\~~~~~-— e

\f-" A~

The 'I‘:..er IT, and the GNIY throuqh -4
rates are set at the modified SAR
wthxcLudes la.feJ:me sales* and
vevenues,ﬂdm, I :

. e .
— e o) SR NN ey

The” T;e:;III rate is set so as
to retainthe current price
differential with Tier II: LT TIART

The .GN=5 rate is set at the T8 BN DT e Tybnses
estimated price of #6 low sulfur“Mm“.,w
fuel:oil {LSFO): :n:. -» ~mman

¥ Y ew e iy

LY SN -

The- svste'n- average- percentagev
increase of 6. lx—;s”ngen*towthe
revenue for: Specmal«Contract~l76.
The revenue “from theguideline
rates undercollected the requirement
by $4,359,300. The commodity rates
were, thern increased, uniformly, by
-471¢/th £o . eliminate the under- e
coXlection. -~ Cortew Tivaens TN IDG O (LRERY LA

- ~Stafl's proposed rate gu;dellnes,-when appl;ed to the adoptedw:evenuem

C \.-\-m ! . . IS aatndd """ -~ e e T .
. N Vil eV ) e BN e 2

requirement and a slightly lower sales flgure recommended by'ﬁyaff
. A -y ":L:_' "f'"“)‘.
-. produce .the following rates: JnEl e LT I g s

Ongns LA

Proposed Rates¥ . Ak ”*ﬂ":mﬁya

(C/th) e - St wins TN DS,
. v/'\ 1

- glassification .30 Guideline"Rate  TTi.7. Adjustment. . omiar

Pt

Regidential** ' GRSV Al

Tier T S " 41.2777 o g R I Ty
Tler II Ss 478 4711’-' "'"\f""‘""",’; y-A“ ﬂ"-)5'4-949 M

o
- .

Tier.-IIT thLLaE 0 TLlRT74.378.TE 2, «47X200m won omal -74"‘ 349\{\.‘
. \.‘.I
Commercial-Industrial BET mme 11:;2‘) M e =

— o Ialaliata) - -

oN-17-2 T Ttssamegttt e TR TGRS 2a85, 949
GN-3/-4 55.478 SIVEMEATECTEER 9491
GN-5 51.35 17 ‘

L e

”‘"‘ sy, w sy B e

*Excludes CRAC rates of abou£ 2¢/th *nlthe resident;al PRI L
GN=l and GN=2 rate.

**Residential sales are reduced by-z 389.0 Mth to campensate
for discounts on Schedules GS, GT, and G=90.
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Even though the GN-5 rate of SJ. 821l¢/th is h:.gher than

IAWS AT . .».......w DWW RDOITOoLL Ol

the #6 LSFO price, staff ma;nta:.ns that this should p&:esent no problen. :
The 51.35¢ shown for #6 LSFO is onl'y a reference. SDG&E purchases #6
- LSFQ -on.a long-term-contract and the last reported price was: 70.:66¢/therm
equivalent. Gas priced up to 80X of the contract price (56 53¢) should
leave SDG&E an adeguate margin to pay the costs assocmated wn.th us.mg
unant:.c;pated suppl:.es of gas, such as underlift charges, and* sEY 'll

- - N'r
o T LS e N r‘-_'\‘ -l - -

realrze an economic ;advantage from burming such gas. e e

- et

Staff alsco recommends that Schedules GN-36/46 be canceled.

s""

#6 SFO capab:.l;ty. _.* S:mce there “;‘re Cm customers available. "t\her:e is no

ﬁeéd £for them. Further, staff cannot a-:econunend a rate low enoughz:to be
competitive with #6 LSFO. 5

we ~w:x\lJ‘—adn::pt\rt'.l:w.:;s1:za.ff Level; of: proposed -sales;cand the staff-
recommended Tate "design *Qr:f.%"m two lexcept fons S S PhelTevernue from the
guideline rates undercollected ‘the requirement. To eliminate the short-
fall, we *wrl:l’-um.forrﬂ.y *raﬂ;se“the commodity ratesw"e“occ"eio%*' for lifeline
and ‘GN=S ‘Sustomers. = It i appropr’iate to” Lower” sta‘ff "5‘ :'econunended"'/‘?
GN~5"£rom BY.21¢/€h £07'50.55¢/¢h. P ThiE schedul'e’ covers” ‘sales” from‘c‘” we
SDG&E S ‘gas’ departmem: o 'Yts electric” department”“ The déerease™ ¥
- 4ngHe proposed GNZ5: rate’ w1l mitigate a° portion OETEHe Wit iater s oW
T increase borrne by SDGEE"S ‘electric ratepayers’ A reddlt o today s
decision, "As Hoted,” we'will" maintain il felinet at? §0% L t'he’sys‘tem“’
average rate. The revenue Shortfall-resultitg from the’decrease’ *:.n
it‘z’e ON-5 vate will be-Tade Up- by increasing the proposed™ THer?TI, >
" pier: III- ‘and GN-I“ t‘hrb'u?;h GN—4 “rates by 3. 8644 25T “"_

B m'--—»»'-- Au ,- ~Ronn Af*-w
LEADTLLIROL ST0T X ol

Pty e e
J o bwilaons
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'I‘hé ac'fopted rates w:!.ll be as follows,‘ i

- . - P s
" - PR raw :

b - g o -
WS LML n D

Tler I. oA o lvabay Thedises son hooaotlooun nolog p
Tier IT~ ‘ ) " 55.478° U7V 73,867 . 59 ‘333
Tier ITI RSV E B o SRTeT ?pgzzxy:asozmoxco” ek

[ N - "o
L DIDITINDDNT On LD

Bl Rt Dt

G\I-l/l
GN=3/4 °
LGNS ON.

-

LnT wCPAC -raterofrabout:<, 2¢/th~ has notbeen dncluded »
~--7in the applicable residential, GN-1 and :@Er%ﬁt%m o

e v 1
eyipatehoriitiont

Lo e
T - -n./, AN Ty

Mo e T
- Cea Wt - e 1 e Ty \.
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L

PR,
Ov_Da‘. LRI BNILDSINTD

Poroa T

[N ' iy

GN-36/46 schedule .fo:.z potentiaL ‘:‘,’:5_’,‘,9&&5'& :w:xth #6- LSFO,\WSa.nce -we, -would
establ&:% a, 9:’:?6/9;6».-59*;#: equal to.the GN-3/4 rate, consistent.with the
rate design guidelines.adopted. for .SoCal, any distinction between the-:

two sc;nedules.becomes academic. . There is-no need for,a vGN—3A6./~4.6, schedule.

Staff ch.sagrees w::.tlr SDG&E S: treatmen.t of GSr and GT d:,scounts in the

PGA rates. .SDG&E uses.a un.x.fom PGA- rate. for retail ‘:é_ales And. a;sa.gps
all of the. discounts.to the SAM rates, which *'esults in.negative "GS and
GT SAM rates. Sta<f a,pplles the. d:.scount +© both. PGA and :SaM rates. which
results in positive rates in both instances. S-taff argues that the

discounts should be appl:.ed to both SAM and PGA rates for Schedules GS
and G7T. ‘ .@- ‘ o

I
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C 7P -SDGEE “strongly Fequésts that the' Conmi SO réfect the

Staff s propossl” regarding the interral rate Structure’” WhAdH wourd 2e®
discount the PGA, the purchase gas rate to 1i¥el¥re’tustomers .  SOGEE "
argues “Chat ¥rYsis a Credr Fietior. ~EDGEE Feceives no Ta?if‘s‘cboun‘é': on
purc‘mased‘”gas,' and“ *such"s '&llﬂsc'ount‘ WoRrd add unnecessarxl‘y' to t‘he
administrative burden on’ keep;unq' *the- bal'ancng ‘account Dre FipdreE wn

SDGAE"s arcument persuasive; and - therefore we will*Feject: “the Stafs

) y ! ,D ~ ;
recommendation. JNAD ' o208 To

ny - n oy mpg T ey P Ly e o

Findings'of Fagy “TYT TEORinU L oqo.tve PILLTGOIRCE DL TL o ewd
l. By consolidated applications A. o0867“and 20316, ‘ScS‘Cis'.".l.‘:‘C“"';
requests w:-\:: :anrease i revem. es of’ S‘l: “1"06 ’bilfio c:r:ca‘w::fa‘:“set* increases

ey 3, P

collect:;ons in its CAMeccoun CIUR DLW 2ellgUUT 289 WOX I6 SROD “: e
REN e "By consol‘:.dated"apphcat:.ons“A 6090 and 8 Z-0a- 'ra*'-" SDé&:E'

requests an increase ‘in’ revenues ‘0f $75 m::m.::on‘ Lo GEESet ncreases Y

the ‘cost of' gas :f'r.:bm s ‘Supplier,‘S6Cal ~and ‘¢ Anortize ‘existing under-

oy ety

" and overcollections 4in its ‘SAM and PGA subaccounts. Vo™ 28 udrod ywlogi
3. The staff's recommended additional revenu’e"r‘é&ﬁi?é“nféﬁ?%of‘%%&l
of $834¢,2947°000°%'S Teasonable and 'appropnate ‘ot offset HrcFeased purchased

S I R

gas costs and tc amortize current undercollections: - TEIW Fmoroien

S T

CIn *computn:ng *the- author:.zed“ Yevenue requ:.‘::ement“* 1t ig-
appropr:.ate to' use balancrnq account iHformation a5 of March“'3 17 '1‘982“ -

BT -

which refledts 2 Preédominance of Tecorded” Ynformationi o> 77 "<
5. In calculating gas ‘costs, - it i"s"“mappmpmate“td*%éfﬂ:’ébf**ii.ﬁ”
projected "gosts the effect ‘S£' FERC ‘inerdases which’vill*’ become effective

subsequent to ‘the’ “Apnl T, 1982 CAM":ev*is:.on SR vmot B3 whivozg

- oo

":"‘Today ‘s authorized Tates ‘Contair'a J:arge component* in ‘excess
of current costs WHICH WYL servel¥e offset increaves In the cost! ‘of"‘gas
to ‘SoCal “Ehat may' occur be*tween* SSCalrs April“ ‘Fna>october Yevision dates.

P e ey i - r

- R e r f »J-
..‘-‘.,_-_. PR DS S G R N R 'v..Y...;.Aw-JL'J --\,-,4'& -..14...! ’ﬁ.:m‘g-.-.* .-O“- QO:CO D5 8038




Tomn = Issues pend:.ng,_:.n. A.60339. are, reso.‘Lved J.pb‘a.* companion case

i e K S

decided, today. and therefore. . he::;:, revenue :meact As, more c;;_:u:;‘:>;g_:>e.r:J.y ot

e et g

addressed in that.decision.. .. ... . .. -

i P ~ - - .J-b -
Dtuatin -t CZ I LT DLINRTLE AT A09 o a..uo:)t....u

~- 8....Staff's method of calculatn.ng.. gas costs is, appmpm.a\te.f Ty

- e e e e - -

___93.. A six—mentl's amortization of, the, Lam ba.lancmg account is. _:._:}m

- it ot o Jae b i e e nd | e N PO

the best, interests .of. . SoCa.l S, ratepayers. a.ncL shareholders al:.ke o e e i ¢

bt e ot W Ay AL A .....u.-J

. 10. . It is apprOpr:Late to. adopt-an, annual ,rueya&sgnab.'gex}e_srs,_gev;ew)ca“
for SoCal's CAM. L I0LFLENATmMODS
11. It is appropriate to develop a uniform rate desig::u cpollcy;-.:i
applicable to all classes..:.: amoszooilicss Bodobrlovnes v Ll
lz.h . Fully. allocated embedded. cost, of . service is not a meaningful

il - -

wxeasu::e in setting gas, rates, :it :Ls,,:.napprop::.xate t.o .mask the signal ..

P

of the cost of new gas supplies with such. costs. Iy

Lt P - - oy e g e
e Lt o e D omroomiozmorsoollod

A3 ':he most. efficient. allocation of, 938, sl-_x’q}ilﬁ -08eux, o -when the
O

customer pays the marginal or, resource eost of gas.. .., x5 nrEoUDoT
e 14 . Gas customers. .should pay,-2s clos& ko the utilityy sgna::q.:.nal..

RO s e L m e Sl

supply costs as revenue, zequiremep:t, cﬂqp:streu}_gg a.rid m.z_'a&og of -
ﬁuel sw;tch.mg.,allow..,

L - w -
T ,,.,.,.‘u«nr—-q‘ T -\~‘u,-,,-. - LR e T
P LRI PO SN0 AN O PN L e o T L S R e R A Il .t

S i5. ey P:::.c:x.ng the lifelin&,xate at, :Less~ tha.n marq:.na&.\»cost .'Ls s

ey
P ,_.._,_

consistent with leq:.sla.tr\re ‘:x.n.*:.ez}?:.~

e o - [, P
PRI ‘uuw.:) ) J- SDD STLOT aﬁD

16. While, they. may. not. produce. the: maximum conservation, inverted

- [ N T

res:.dent:x.al xrates. prov:.de A price.- s:.qnal. wh:..ch ~Anduces, consexvation.. . .

A e e e

17. The conservation s:.gnaL Siven by .the adopted rate design..

gu;.hdelines JAs. both adequa.te‘, and. ::u.;:u;n':«::pr::i.aa.te,.w ~ Mt =

~ -~
- -JJ.HJ--A.-..I [y - b

,,..
[

_ The rate desa.g.n guidelines -are equitable since, they ,essenta.ally

provide the same price signal to,all, classes of CusLomers.., . .. uDoacLT
..19.. The adoPted rate design gu;del:.nes Dased. upon ma.::ga.naL cost

theory pz:oduc.e conserva.t:.on efficiency., a.nd equitable.. rates..._ Srmmmon to

. ozoo 20 The xate adopted for: the: Ammonia, Producers, only .exceeds,the,.

b b

rates adopted for lifeline and wholesale customers and is consistent with

i

the statutory mandate. , :

v
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IO *H“V'!’\ rF\Nv‘-

. Tranl ‘I‘he wholesale commoditf rate is appropr:.ately “develop

r—-‘“'ﬂ' L .""\ 5 et o TR T e
by using“SoCaI*s coverage ‘eost of gas plus a “GEDX and franchise

- L Lot}
o~ :‘.Fi.-‘ .\.4,)* o ---_.-:' ...'.:'::-::l gt wiel "..: ) ;-»n:e.- loge) ;.J OO
ee factor.

o
~ [ Batad-)

”
R e T e S ) e V‘rp (e}

pzl- It:g;approprlate'to elxm;nate “tne $ 700215 reféhd recollectron

R """' *OC.:IO o Q..\...N,-.AO.,..»”‘"' RN

factor ‘contained in the'tong‘Beaeh whdlesale rate.

P N TRGTR LD

23. A balanc;ng account for whoIesale customers“has not been

- n fn]
AR DLOCOTE 2o Lowvel g'Iznoa R,

JUSEIEYea by tHe ‘evidence oF recdza’t o

o~ -
v .--.u-rww)w s L2
24.

Any actlon to d;scount the cogenerat;on rate below the__

O -

reference ‘rate {5 inconsistent with avomded’cost concepts and marqinal
LOloEr0oE AT
cost prmcmng theory.

-
£y -~ - . e el o i tatafdd) - 2T

“25° 7% The “evidence Of reécord prompts doubt” that‘there will‘b

‘-"r"'V TS, e marn oy m o

s;qn;f;cant fuel switching as a result of adopt;on of the rate design

R L TCa - s -~ e

R A~
(e - —

MR STOAY IR P Seety S A ..JA'./,. d el ,l..,.,._ ...,AC'.J 2o o -\b
gu;del;nes. .

C.02 o3 Duswiwoh ozom
26. The marginal rate of 1. 7¢/th to-sz 6¢/th .'l.sc ithin the range of”prices
L - -

= R
A\J.......‘: \:)u.\.«'d 'O [t e AS)

nn"-

'~est1mated “For’ alternat fuels.

[P RN _,«.a\.,,-.-\A-q-«,mm e le eIt oo \‘_“_0,‘,‘_,

275 TE i appropriate to-adopt an e honie test For determ:n;ng

ooy e e ..’-.-...,.r FoDImONODG M6

the prudency of acqu;s;tlon of long-term gas supplles- o

T e PR, - NIt Te]

Tggl TE the met coStT of a hew gas supply'at the Calmfornla border

w~,-"" -vw‘ uk

exceeds the cost of lmported crude delivered to. California ref;ners over the

v
R e A - ""“ - - f\r-th -rr“.r"'-m

“15fe” of the” gas ‘supply” projecth acquisltmon of that’ gas supply*will create

.- . \E T - - r—\ N ‘e ko —.— -,
e = oo Lrruoneib 5

y . o DT . X - Y. onn ..JU Q...M-n- -'F:)U
a presumption of“lmprudency. ”

I
—~ .-y,-,‘,-\..‘-u -.l..... \

<2957 It 15 approprzate to adopt an economlcntest for determ;nzng the

. - T N o awmg b
e AluoNn mabTo ooeE nOTLh molnivon W
oy T

pruderncy” of“d;scretionarv purchases.
30. Purchases of discretlonary _g3s in excess of"the*margxnai"rate

S SOV - e e

establlshed“by the” Comm;ssmon durlng SoCaI 's annual reasonableness rgviews
LLnDo2
will ¢reate a presumptlon that such purchases are 1mprudent “

-
n-\: fadal | s Mo hnd Xy el

10317 por Socals only the required-daily €ake will® be consadered _the
minimum contractual oblzgation in September, with amounts above that“““
gy~ . = -'- ey F”O*O oy~ "‘

treated as” dzscretmonary and subgect to the economlc test- summer minimum

."" "‘ 'dn ._ 0 U.A - s
: -~ - on Had eI KNS T - o - R HCH

takes will reflect m;nmmum daLIy requlrements, wtth wanter pﬁrchases

e wa g e e e ] r....a et e el Y - .,_\‘.L ..A.»,»-q- -c n,—,,

‘increased”to meet the- annual obIlgat;on (absent capacmty coastraints).

& "A o adha D_~<."
Amounts in excess of these targets wiiI be" considered discret;onary

regardless of the month inveolved.

W T o
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. 32. Sznce advantaqes will acerue to, Cal;fornla,ratepayers,~1t

S T e -

- - -ﬂwm—--’\n.&\‘ ..,.. R4 v-a...—JJu;-Lu JEIE TR )

is approprzate for SoCal, to purchase PG&E best efforts_gas.befoner,

DoTms oND Ao o Iala LS SO e L2 st e o e e s

Mzch-Con ‘gas as long as the cost dszerential is less than .5€/th- -

“
s IS W O

33. An.add;tlonalurevenue JFequirement, for: SDG&E, Sf. $66., 272,800

e
DY

et TR TR et R . W ", '...;...o..nn..- ..r-/..ﬂ.-»u.v-n AaJ u-n o

is reasonablé to offset anreased,purchased gas, costs and. to, amortize -

e e Vet Wt LOA DS o B h— Vall bl e [rENRT IR T

current over- and undercollectlons din six months. . -

- . '
~r e~
it DTG0 DALl waDld W0l DaeVdWS ‘3....:%...;.. 5o M Y

34 Stagf's level of proposed sales during the forecastoperyq%,_
is reasonable. p I

S - A.C‘..;;L':“""“"O.J LT JNNOSZLD O DOLIDS V“n v

, »<
35. .Staff s recommended rate desxgn, with two exceptionshwlsu_f

B

reasonable.

-

. ,')-
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36. It is, approprlate to mai ntain the l;ferrne.rate 2t 80x%,

[ SLAlL Ll ad [l RPN .--Jm-..-.r.uvn.. e - o

the system averaqe rate- O o

. - .
LML e WO NQLTTOLH S35 D-..Cuu.u. 8 LexD onsd

37. Tt is approprzate to lower the staff-recommended GN=~S.
rate downward to 50. Sé/th.,

- -,5\ - e u‘_-.v T e e
zr\\'\--q-m 22 7 NV e A 05T .-i.vu-‘q‘q.-...:u J.‘.. -Ou

38; A GV-S rate of 50.5¢/th allows SDG&E an, adequate”marqrn,to pay

PRSP u-‘a—i“--

the costs. assoc;ated with_ us;ng unantlcrpated suppl;es of gas amd.st;ll

s-l-......\.

real;ze an economic advantage from burn;ng such, gas.

TOT L0 LT

—
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39. There. is no need for 2 GN—36/46 schedule in SDG&E's service: .
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4Q. There is_ no zeed to alter SDG&B's accountznq methodqfor treating
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'the 8cnednle GS and GT discounts im its PGA and SAM subaccounts.
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41-_ S;nce _today's declsaon will issue after SoCal S.3anc SDGSE's
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CAM revision dates, this order shouldabe effectlve 1m9edia5e guvcrqbzrq

CO?? USI 259 Law DN ol ) ""':.‘."IO.C‘“;‘“ZDE'.‘J =0 ‘4425"'3':..’? Z0E K
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S. A definition of "discretionary purchases'" should be adopted
for SoCal. ‘

6. Rate design guidelines based upon marginal cost theory should
be adopted for SoCal.

7. An annual CAM reasonableness review should be adopted for
SoCal. ,

8. The increased rates and charges authorized by this decision
are justified and reasonable; the present rates and charges, insofar
as they differ from those prescribed by this decision, are for the
future unjust and unreasorable.

IT IS ORDERED that:

l. On or after the effective date of this order, Southern

California Gas Company (SoCal) is authorized to file revised tariff schedules

. reflecting rates attached to this order as Appendix B, to be effective
no earlier than Mey 4, 1982. The revised schedules shall apply
only to service rendered on or after their effective date.

2. On or after the effective date of this order, San Diego
Gas & Electric Company (SDG&E) is authorized to file revised tariff
schedules reflecting rates attached to this order as Appendix C, to be
effective no earlier than May 4, 1982. The revised‘schedules_Shall
apply only to service rendered on or after their effective date.

3. An annual reasonableness review of SoCal's CAMfexpénses
shall be established; as part of its showing,-SoCal'is di:ebted to
provide daily operating records to all parties., |

4. The $.00215 refund recollection factor in Long Beach s
wholesale commodity rate shall be eliminated.
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5. Consistent with this decision, an economic test for
determining the prudency of long-term gas supply acguisitions shall
be adopted for SoCal.

6. Consistent with this decision, an economic test for
determining the prudency of discreticonary gas purchases shall be
adopted for Solal.

7. Definition of "discretionary purchases" comsistent with
this decision shall be adopted. |

8. SeoCal shall submit in its next CAM proceeding an
alternative proposal for allowing variable pricing of dlscretlonary
gas supplies.

9. SDGXE's Schedules GN=36/46 shall be canceled.

10. SoCal and SDG&E shall send to 21l their z2s customers » bill
insert notice expleining the reasons behind today's gas rate increase.
The form ~nd content of the notice will be furnished by the Executive
Director. Within 50 deys »fter receipt of the notice from the Executive
Director, the notice shall be sent to »ll gas customers. N

This order is effective todsv. ®
Dated April 28, 1982, =t S=n Frencisco, Celifornis.

JOHN E.’ BRYSON
President
RICHARD D. GRAVELLE
LEONARD M. GRIMES, J?
VICTOR CALYO .
PRISCILLA-C. GREW
: Commissioners v“,,

I CERTITY TEAT 'J:F.rs"ﬁfﬁxs*ow '
WAS APDROVED BYSTEZ ABGVE
CRUTSIORS TORAY Y.
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APPENDIX A
Page 1

LIST OF APPEARANCES

Applicant in A.60867 and A.82-03-16: Robert B. Keeler and
Robert M. Loch, Attorneys at Law, for Southern California
Gas Company. :

Applicant in A.60901 and A.82-03-38, and Interested Party in

A.60867: william L. Reed, Randall W. Childress,. and Jeffrey
Lee Guttero, for San Diego Gas & Electric Company.

Protestants: Herman Mulman and Edward R. Novikoff, for Seniors
for Political Action; and E& Duncan for himself.

Interested Parties: John R. Bury, H. R. Barnes, Susan M. Beale, and
Susan L. Steinhauser, Attorneys at Law, for Southern California
‘Edison Company; Sylvia Siegel and Michel Petexr Florio, Attorney
at Law, for TURN: Richard A. Alesso, Deputy City Attorney, for
Robert W. Parkin, City Attorney, City of Long Beach; Vernon E.
Cullum, Superintendent, Regulatory Affairs & Gas Procurement, for
City of Long Beach; Ellison Bloodgood, for himself; Graham & James,
by _Boris H¥. Lakusta, David J. Marchant, Thomas J. MacBride, Jr.,
and Ann C. Pongracz, Attorneys at Law, for California Ammonia
Producers; William S. Shaffran, Deputy City Attorney,for John W.
wWitt, City Attorney, City of San Diego: Brobeck, Phleger &
Harrison, by Gordon E. Davis, William H. Booth and James E. Addams,
Attorneys at Law, for Califorrnia Manufacturers Assoc¢iation: Martin
E. Whelan, Jr., Inc., by Martin E. Whelan, Jr., Attorney at Law,
for Tehachapi-Cummings County Water District: James Dycus, for
himself; Harry Phelan, for California Asphalt Pavement Association;
Robert B. McLennan, Attorney at Law, for Pacific Gasand Electric
Company:; Pettit & Martin, by Edward B. Lozowicki, Attorney at law,
for Owens-Corning Fiberglas Corporation; Ed Perez, Deputy City
Attorney, for Ira Reiner, City Attorney, City of Los Angeles:
Antone S. Bulich; Jr., Attorney at lLaw, for California Farm
Bureau Federation; Allen B. Wagner, Attorney at Law, for The
Regents of the University of California; Sharon Gleason and -

Don Dier, Energy Assessments Program, for Department of General
Services, State of Californiar Downey, Brand, Seymour & Rohwer,

by Philip A. Stohr, Attorney at Law, for General Motors Corporation.
Otis M. Smith, General Counsel, and Julius Jay Hollis, Esq.; and

N
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. ADPENDIX A
Page 2

Henry T. Lippitt, 2nd, Attorney at Law, for California Gas
Producers Association.

Commission Staff: Rjchard D. Rosenberg, Attorney at Law.

(END OF APPENDIX A)
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APPENDIX B

Southern California Gas Company

Classification

Residential

Tier I
Tiex II
Tier III

Commercial=-Industrial

GN=-1/-2

G=C0G -

GN 32/42

GN 36746

Scattergood”

GN=5

NE

3

Wholesgale

G-60
G-61

Adopted Commodity Rates

Rates GEDA
(e/th) (e/th)

31.935 L145
50.738 145
61.663 145

50.738

51.663
51.663
51.663
51.663
51.663
42.582

39.310
39.310

(END OF APPENDIX B)

Adopted
Rates

33.928
51.691
62.616

51.691

- 51.808

52.616
52.616 .
51.808
51.808
42.582

39.455 "
39.455
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APPENDIX C

San Diego Gas & Electric Company

April 1982 CAM
Statement of Commodity Rates

¢/th

Adopted

CAM Tariff
Schedule Rates Rates

Residential

Tier I, GR, GM 41.271 ' 41.471
Tier I, GS 37.144 37.344
Tier I, 6T 35.08 35.28
Tier II, All 59.338 . ' 59.538
Tier ITII, All 78.238 ‘ 78.438

Nonresidential

GN-1 59.338 ‘ . 59.538
GN=2 59.338 59.538
GN=-3, =4 59.338 59.338
GN-5 50.5 50.5.
Spec. Cont. 176%* 13.03 13.07
Spec. Cont. 186 59.338 59.538

* § per lamp.

(END OF APPENDIX C)
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In contrast to the currently effective rates, the adopted
rates will look as follows:
Current Rates Adopted

{(1~1=-82) Rates
Class of Service (¢/th) (¢/th)

Residential

Tier X 28.297 33.928%
Tier IX 38.177 51.691
Tier III 56.72L 62.616

Average Resid. Rate 38.2 45.5
Commercial=Industrial

GN-1 38.177 S1.691
GN-2 38.177 52.616
G-COG 45.767 - 51.808
oN 32/42 44.654 52.616
GN 36/46 41..767 52.616
Scattergood 45.767 51.508
GN-5 45.767 51.808
NH L. 57 35,319 42.582

3
Average Retail Rate 49.8

Wholesale

Long Beach 39.455
San Diego 39.455 % Increase

System Average | 48.8 19.9%
Below System Average

Lifeline (including 6.6¢/th
customer charge) 14.0% 17.0%
Residential 6.1% 6.7%

* Customer charge of about 6.6¢/th not included.
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Consistent with D.82-02-135, the CCA does not apply to wholesale rates, .
Ammonia Producers rates.and sales for steam electric generation. ‘
The resulting rate to GN-5 customers is S51.808¢/th, the

lowest commercial-industrial retail rate. This rate is slightly‘less

than the rate of 52¢/th proposed by SoCal as representative of

alternative fuel costs.for 0.25% sulfur fuel oil custcmers. The rate for.the other.

low priority customers of 52.616¢/th remains near the lower end of

the range of costs for 0.5% sulfur #6 alternate fuel oil. For

February 1982 SoCal estimated a range of costs of 51¢/th to 56¢/th

for such alternate fuel. Staff presented an estimate of the low

range of costs for 0.5% sulfur #6 fuel oil from 51.35¢/th to 51.85¢/th.

The rates produced by the cguidelines are just and reasonable, and

we will adopt them. | '

We are not unmindful that today's adopted rates might produce

' some fuel switching, especially in view of the testimony by DWP. The

record evidence prompts doubts that there will be significant

switching on the order of 20%:; morgfmassi - Epel. swntchtgnkﬁeems highly

<;é;k/inprobable- Turthermore, the Xir Re , w1ITfhave an’ a&“?éenﬁ%z;?

undefired impact upon any fuel swztchlnq that could potentially ogccur.

We will momitor developments very closely. We will also expectantly

await SoCal's study on fuel switching. We will also expect .SoCal to

seriously analyze means of preventing massive fuel switching suggested

in staff counsel's brief, with particular attention paid to the possi-

bility of a tariff alternative whereby its P-3 and P-4 customers might

willingly pay 2 premium for a virtually f£irm gas supply.

C. Economic Test for New Long-Term
Gas Supply Projects ;

1. SeoCal's Test _
As its test for new long-term gas supply projects, SoCal
recommends a standard that compares the net cost of the new gas supply
increment with the net cost of the alternate fuels or energy displaced
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X

purchases. Rather, accomplishment of the goal of efficient energy ”
resource allocation will regquire both a Comprehensive and consistent
pattern of requlation and aggressive, effective management by-all
the southern Califormia energy utilities. We believe our adoption
of rate design guidelines based upon marginal cost pricing theory
is one step toward the development of a comprehensive‘regulatery
approach. Our adoption of an economic test for SoCal's discretionary
purchases will move us even closer toward that end.
The test we adopt today is not intended to 'serve as a

formulaic device by which SoCal, the Commission, or any interested
party can unequivocally determine on any given day whether specific
discretionary purchases are prudent or not. Reasonableness of utility
actions will still be determined on a case-by-case basis during
annual reviews. However, as we note in a companiongcese'issued
today, guidelines, such as those provided by an economic test for

. discretionary gas purchases, are nevertheless useful. Preperly
designed, they sharpen the focus e§1§gea£&:den‘of proof,issuef’if

55 Fuarchases ehat meet the economic test,Credte a rebuttable presumption that
the purchases are reascnmable. Purchises that do not meet the guideline L

Wwe also acknowledge that it is all but impossible to

devise one economic test which will univérsally encompass -all of th
factors which should be considered in determining the prudency of
future discretionary gas purchases. For example, the realities
of supply and demand must be recognized. Under certain supply
scenarios, discretionary gas might be required to serve P-1 through
P-4 customers. The assumed weather conditions - warm, cold, wet, dry -
during the period in which the discretiornary supplies are purchased -
must also be considered along with the utility's gas storage policies
and operations. Once again such factors‘couid militate in‘faéorrof
purchasing discretionary supply in order to ensure service to P-1
through P-4 customers. s Z

-
)

~

"
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While it is by no means perfect, such a range provides an adequate
benchmark for making a threshold determination of whether a certain
discretionary supply purchase is prudent or not.

‘ As was previously noted, development of the marginal rate
considers a reasonable price for discretionary purchases, the variable
cost of the most expensive gas supply, and the price of alternate
fuels, such as 0.25% and 0.5% low sulfur fuel oil and #2 distillate
oil. All these elements are relevant to an economic test for
discretionary purchases. Also, when economic studies by the steam
electric generators and SoCal's fuel switching studies are presented,
we intend to further refine the method for determining the marginal
rate so that it will represent an even more valid approximation of
marginal cost.

In the interim, the marginal rate of 51.7¢/th to 52.6¢/th will provide
a clear and useful guideline for discretionary purchases. Purchases of discretionary L//,
gas supplies at or below the marginal rate will be presumed reasonable.
Purchases of discregionary gag supplies in excess of that rate may be
deemed reasonabrgftégh a z&f2§3§3£% showing. We note that adoption
of the staff's recommended economi¢ test would produce a benchmark or
comparison price which is siﬁilar to our adopted guideline. Under
both tests, purchases of Pan-Alberta supplies at 56.7¢/£h would be
presumed unreasonable. We are aware #hat SoCal projects no purchases
of 56.7¢/th discretionary Pan—Albetta‘supplies during the forecast
period, April 1982 through‘Mafch 1983. SoCal's next highest estimated
discretionary supply sourcé is PGSE's best efforts gas priced at
47.555¢/¢h, well under the comparison price'of 51.7¢/th-52.6¢/th
established by our guideline. o
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t" As we have previously stressed, satisfying the cconomic

test only "serves to'create a rebuttable presumption of prudence. In
subsequent proceedings, the burden of proof remains on SeoCal to
demonst*ate the reasonableness.of its gas purchase pol;c;

- -
o . -

pre qpn£ dn an offort J-A;mvﬂﬂnr_‘f- - F\'p:ﬂi:«_i S canablonesa:

w

At 2 minimum, relevant evidenc® include the following:
(1) supply constraints and. demand characteristics: (2) weather-
relatéd.variables: (3) storage operation: (4) net economic benefits
realized by electric utility or other low priority customers: (5) ne
economic benefits realized by the regional ecconomy; and (6) revision
of the "marginal rate" benchmark to reflect actual conditions,
including alternate fuel prices, oxisting at the time the decisions
were made to purchase discretionary gas. The latter is necessary
since the adopted marginal rate will not necessarily always
adequately reflect relevant factors occurring during the fo:e&ast_
period.

With respect to the issue of what const*tutes a “dzscret;on Ty
purchase", we f£find the strategy employed by PGSE u;eful. For SoCal.
only the required daily take would be consxdcrcq/'hc mi nimum contract al
oblxgatxon in September, with amounts above tha# trcated as dxscretm nary
and subject to the edonomic test. Summer mmn;mum takes would reflec
minimum daily requirements, with winter purchase\\ancrcascd to meet
the annual obligation (absent capacity cowstralnts)\wwamounts in excgss
of these targets would be considered discretionary, regardless of th
month invelved. This approach is reasonable and will be used for pyrposes
of defining “discretionary purchases."

—
Y Cpry och%K/‘zi
/e S ﬁ().m by, o &

T b

-

W
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S. A definition of "discretionary purchases" should be adopted
for soCal. , L

6. Rate design guidelines based upon marginal cost theory should
be adopted for SoCal.

7. An annual CAM reasonableness review should be adopted for
SoCal.

- 8. The increased rates and charges authorized by this decision

are justified and reasonable:; the present rates and charges, insofar

as they differ from those prescribed by this decision, are'for;the
future unjust and unreasonable.

IT IS ORDERED that:

l. On or after the effective date of this order, Southern g
California Gas Company (SoCal) is authorized to file revised tariff schedules V///
reflecting rates a che to this, © as Appendix B, to be effective

f;f "l ’9 e 27%? i°b<§§e§The revised schedules shall
apply only to service rendered on or after. . effective date thereot:

2. On orx after the effective date of this order. San Diego
Gas & Electric Company (SDG&E) is authorized to file revised tariff
schedules reflecting, rates attached to t der as Appendix C, to be
eﬁﬁectLve~nat-leé%f%%ﬁzif;eziggh":mﬁr 5%; The revised schedules
shall apply only to service rendered on or afterlzﬁz-effectmve date.

3. An annual reasonableness review of SoCal's CAM expenses
shall be established:; as part of its showing, SoCal is directed to
provide daily operating records to all parties. ;

4. The $.00215 refund recollectzon factor in Long Beach s
wholesale commedity rate shall be eliminated.




A.60867 et al. ALJ/km

5. Consistent with this decision, an economic test for
determining the prudency of long-term gas supply'acquisitions shall
be adopted for SoCal. | .

6. Consistent with this decision, an economic test for
determiring the prudency of discreticnary gas purchases shall be
adopted for SocCal.

7. Definition of "discretionary purchases" consistent with
this decision shall be adepted.

8. SoCal shall submit in its next CAM proceeding an ‘
alternative proposal for allowing variable pricing of discretionary
gas supplies. ‘

9. SDG&E's Schedules GN-36/46 shall be canceled.

§§ ' /@€ Tris order is effective today.

o (~ éM)

, at San Francisco, California.

JOUN € RRYSON
;rwc.c’\t
CL“\'L'{') D Gh\A\’ELLE .
L EONARD M. GRIMES, JR. |
VICTOR CALVO: -
PRISCILLA C. GREW

T Commissioners




