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In the Matter.of the Application, ) U
of SOUTHERN CALIFORNIA GAS R

COMPANY and PACIFIC LIGETING

GAS SUPPLY- COMPANY to- Increase. . ). . . .

Revenues Under the Consolidated '~ ) - 7270 1

Adjustment Mechanism to: 0ffset -.~ )r~: omno- -] \
Changed Gas. Costs_Resulting‘From cdn Applmcation o2 00-12
Increases in the Price of - Yy (FuIeG'September-S 10823
Netural Gas Purchased from EL -7 -+ ) “omival an.d S8 mony DDIT e
PASO NATURAL. GAS. COMPANY,

TRANSWESTERN PIPELINE COMPﬁNY

DACT‘FIC-INTERS"‘ATE""RANSMI‘SSION

COMPANY, and California sources,

and to Adjust Revenues to~ o

Recover the Undercollection in

the CAM Balancing ..Acp__oun.t . oman

N
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Ta the Matter of the Applica@mon ; e o
of SAN' DIEGO GAS & “ELECTRIC AyToR Apﬁlicat:on-Sz-OQ posy W
COMPANY -For’ Authority ‘to-Increase ) - -~ '(Filed Sepmemberw15,m1982)
its Ges Rates and Charges

Pursuant to its Fileéd Consolidated)

Adjustment Mechanism.
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(See Decision .82-10-040 for_appearances. )w
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(See Appendix A for aadltional appearancgs )
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In Application (A.) 82- O°-12 Southern -California Gas
Company (SoCal) and Pacific Lighting Gas Supply Company (PLGS) seek
authority to increase rates effective November 1, 1982 by
$73%3,724,000 annually to offset the impact of further increases in
the cost of gas purchased from their suppliers, and to recover the

accumulated undercollection in the Consolidated Adjustment Mechanism
(CAM) balancing account.
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Evidence was concurrently received on 'SoCal¥siPitags Pointoii oo

l-h(--‘“r"" e

fishore gas supply_project As 82—07-2T*snd on“SoCal“s~annua1~revrew—4~44
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of the reasonableness of gas purchases. Tnese matters will be )
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addressed, in separate decislons-'_ - s : e
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Since SoCal's general rate case dec;s;on 'in A.61081 w111 be)":"

Vam - vo,-f‘--.-,\ ey e
we T an

issued concurrently w;th the dec;sion in this proceedlng, tne\rate o
design 1ssueo related to both proceedings were consolmdated for “,a:“_
hearing.. . Qhe rate desmgns submitted ln evidence did reflect this:d”“

treatment. -
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Procedural Summary = B T
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Publlc.hearlng on Phase II was held in Los Angeles fron

iy e e

Ocuobe* 4 through 7 1982 and 1n San Pranczsco fron"Qetooerr1% o
through 22, 1982. Further hearing on Phase III was set coahéhcrgg’ |
Yovenber 8, 1082-vmn¢ e n __“ Co :;

",_ HVIdence was presented on. behalf of SoCa)"°DG&E, tne ﬂ
Commission staff Los Angeles Department of Water and Power (iAQWE).
Consumers for U 11vy Rate Eouity (CURE and Southern Cajmfornia )
Zaison Company (Edison). i o ins ﬁ,::;:Q“”

Oral argument ‘was presented on behalf of SoCal tne c3iranieeey
Commission staff,.SDG&E, TURN, Edison,. Amnonla Producers Qeneralm—-w
Motors Corporatmon, Monsanto Corporatmon, Unlon Carblde Corporation )
(6XC), California Manufacturers Association (CMA), CURE, and the ?1”f'
Cali fornia Departoment of Consumers Affadrs (Consuner Affairs) |

A_full day of publmc wmtness testmmony was henrdﬂyrth .
app*oxzma tely 100. people in attendance-” A summary of the publzc .
witness test;mony is_ set forth in SoCal S_ general rate case (A 61081)

decision which is bezng issued concurrently. o
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in the Ma er oi.the Applmcatlon
0f SAN DIEGO GAS & ELECTRIC -
COMPANY TFor Authority to-Increase.:
its Gas Rates and Charges
Pursuant to its Filed Consolidated
Adjustment Mechanism.
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(See Decicion 82-10-040 for_appearances. )

(See Appendix A for add;t;onal apéearances )
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In Application (A.). 82—0°-12 ~Southern -California, Gas
Company (SoCal) and Pacific Lighting Gas Supply Company (PLGS) seek
authority to increase rates effective November 1, 1982 by
$733,724,000 annually to offset the impact of further increases in
the cost of gas purchased from +their suppliers, and to recover the

accumulated undercollection in the Consolidated Adjustment Mechanism
(CAM) belancing account.




Tn A.82-09-21, San Diego Gas & Electric Company (SDGXE)
seeks authority to offset SoCal"é“proposedrnetCindreasedﬁéoéf of~gas:o. g
supplied'undef-SoCa"s Schedule- G—613and to ;ecover;xhe accumulated. ..
undercollection in its CAM account. T e T e

The matters are consolidated for decdeéon~since they:e:eD ol

2 e
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interrelated. DHITETII OIEITAS ben YIASNOD

In Phase I of this proceedlng, Decision CD )T82 TO 040*“:‘“:”

dated Octoder 8, 1882, we granted inter;m increeses An: r&teS'to~SoCal

e

and SDG&; suif;cienx to o*fset increases’ iﬂ:cosés qf‘gas purchased by
SoCal and PLGS frox El Paso Natural Gas Company“{El~Paso~nand 2

s DA S b i v e

nremswestern Pipeline Company (Transwestern). efﬁective QOctoves. 1“‘“ A

e p-—-rn
Va s

1982, or before. Those increases, plus assocdated franchfs fees“and“u
uncollectidles, totaled £396.1 mzllion to Socal‘end"¥he‘pass-thrbugh
o SDG&E amounted to ®3¢.0 million. i . ‘*o\£‘~ﬂ~~::- 7

Tollowing issuance of D.82-10-040 in Prase ‘T Tof ¥nis ™

sroceeding, Sofal's suppliers El Paso and Transwestern filed revised

[ - # -
e N o Ny NS S -

tariffs with:-FERC which-in effect reduced rates,$0~$oCarﬁs customer& B

NN,

by $45.2 milTion - (Exhdbit '58). This decision - reflects*thefabowe”"‘”a:f

NG N\*\.. .ol

reduction, which will be. passed through to SDG&%%S customersqdd
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The issuves in Phase II whieh‘we—wi}}—address~in—this-h-~u*—
opinion are:

RN P -

e T

1. Revenue requlrement based on cost of
gas-for-the.forecast pericd.October
7982-September 1983, and the e
estimated December 31,-1982-CAM..
balancing accountmumderco}&ectron.

-“?uel SwmtchlngJand Rate Deszgn. Lo Lran T
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Evidence was concurrently received on SoCa *'”Pitasu?odn IriTon
i ~_.,,\.'_,\ ,.“,4..\,,...,'\

offshore gas supply,project A. 82—07-21*and"on-$oCalfs~annualfrevaew-~~%¢
of the reasonableness of gas purchases.. These'matters gdllhbe )
addressed in separate decisions._ e e

RO - AN
- Since SoCal s general rate case decxsmon in Al 6108] will sa‘"“d
issued concurrently wlth the declslon in this proceedxng, éhe'}é%é” :
design issues related 0 both proceedings were consolmdeted for ‘“'“I_
hearing. ﬁhe rate desdgns subm;tted 1n evmdence d1d refleeu_pnis ;;f”
treatment. : T

Procedural Summary .
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_ Public hearlng on Phase II was held 1n ios'nngeies from .
October 4 thsough 7y 1982 and in San Francnsco_ﬁrom October 12

[ S -.,‘»-.».‘.,

through 22, 1082. Purther hearlng on Phase III was se@_commeneing

Yovezber 8, 1°82-v.m; | ) . I '"b"ff'gz

en o AT I oy

ZEvidence vas presented on behalf of SoCal . °DG&H:Jt§e

,"~r,r-‘- A e

Commission stafs Los Angeles Departnent of Water and Power (LADW?)

Consumers for Ut;li 5y Rate Eouity (CURE ,Hand Southern Célzfornis

e

Edison Company (Edison).

- ﬁo,—.‘,\‘ ., NA... ,,.' "_\ /.‘ Y R

Oral argument was presented on beha’f of SoCal tne

P T ey - - rnum

Comnnssmon sta‘f SDG&E, TURN Edison, Ammonma“?roduce's;“Generaf*m-~~-"

[

Motors Corporatzon, Monsanto Corporat;on, Unmon Carbide Corporation
(GMC), California Manufacturers Assoc1at10n (CMA), CURE end the
California Department o* Consumers Affaxrs (Consumer Affalrs3

A_full dey of‘publlc w;tness testznony was heerd Ygth -
app*oxzmately 100 people in attendance. A summary of the publlc f“"
witness testmmony is, set forth mn SoCal's general rate case (A 61081)

..‘“”‘"‘ 1«:M~‘\.':’ e
deczszon which 1s belng issued concurrently. .
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Position: ofr California. Manufacturers... .. -.
Carpeting Association i

AN AL B W N B
N R -
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Frank v. Celzberti representlng the western Dyefng &

s ey T e e g

Plnmshlng_Corporation and the California Manufacturers Carpeting

"!"ﬁ/\\ wy

Association, stated that because of the trenenoous increase in gas'***”

v h‘,..,,..

rates during the last 18Vnonths, several carpef dyeing companles were

forced to close the;r doors’ or move out of Culifornfa. As a resuIt”””*“‘

=m_.\-.,.‘..

he estimated that S SOO jobs were 1o5£. Ee' safd that gns ‘was' used’to

S e

voil water for dyemng carpets‘and h;s company'haiis gas E okl o*‘about T
$120,000 per month. L ENa

N N A e '*-w-r\,_‘f"\"

_Celiverti urged the Commission not to pass on~any—more-*—:eéi44

inereases to the 1ndustr1al customers. He noted that Callfornla was
v“-"fﬁ-vﬁ-" 'v.ﬂﬁh-*\/‘\

the sixth largest textlle state in the country ‘and’ was rap;dly‘losing T

e e an W '..,,,

its position. Ee said thet if the present rate of incredses =~ - 57
A

continued he would have no alternatzve but to elose down hzs pIants.
Ze noted. tnat there were 3, SOO employees 1n hms plants and ‘estimated

-

that ple nt closure could affect a total of "12,000° jobs. SrInrn o iuag

"‘u'\

PR

We will consider Celiderti's concerns“along with the -

concerns of SoCal's other customers. PR Reh s RRATEC.L NIELLS

Amortization of Balancing Adcount = R e AT T

‘The updated revenue requirenens based on’ fgé £inal’ tar*f*s
o e

£iled bj Bl Paso and Transwestern under a Federsl Energy Reéulator

-

St

Comxmission Order (F?RC) 1s oet forth in Exhiblt 58. A “‘“"f‘ ‘:i .
It wzll be noted from the following table thu* smort zing

the CAM balanclng account using 2 6-month amortizatmon rnte results

in an. addz*ional revenue requirement of aﬁproximately *°9 0 million.

o oA N b oem e \

Use of & 12-month anortizat;on rate shows a revenue reouirement T
reduction of $45.2 million for the period. The issue’” therefore, 1s°-°"°
whether a €f-month amortization rate or a 12-month amortization rate

should be used
SoCal requested a 6-month amortization rate. Staff

recommended a 12-month amortization rate. Staff's recommendation was
supported by TURN, CURE, GMC, and CMA.
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REMKINING REVENUE REQUIREMENT OCTOBER:1982. CAM»wo X
" REFLECTING- REVISED- EL.-PASO TARIFF. - . iwe rian coimmimn oo
o (Exhibit 58) . : -.MH.HHJWU.if

Srney e ..ﬂ»‘,',, ‘-,,,,',_,_, _3_

ComnmmaD With”12/3LL82,CAM:Ealance
Thousands of‘Dollars-

A,HItem,¥=é;?';;%h';m,q;"L‘"f TV g-Mo “Amort.* T 12-Mon Amd?%:**

T v e

" RN RN pp
e v W T NQITIRITTOIS

Cost of Gas Purchased L 11761 v H02BySBAC VAT 45023,5880
CarryingMCoet “of Storage Inventory*’ SiTnta 25241 cunns oW 2,241
CAM Balarce 7 R 9‘~**5O8ﬁ66¢h n 2o iR6,973 o
Subtotal I8 BBH 480 1n10204, 192,198 2T
anchise Fees & Uncollectzble “Expensge s . nTE,8T8 riiided 72,431
Gas Marg*n ) L TeToETmIL o Tass *“’3“5792?$983w At =0 T52 51880
Revenue Requ~rement R 5ff””’“”*5?ﬁ6¥?555 LTS QT A T

~ e e,

Reverue 2%t Present’ Rates Includins o owenomatRIln Low omads wovewsd
Exchange-Revenue 2.  --=o . ~oiC 5 062,589*** e 5 062,38°***

Adds tzonal Revenues” Requ;red i e wwgﬁg;gq~a8,9ﬁsﬁ;;xﬁv
s s et vin (Red PAGUTE) v ceieswas: s

* Revenue requlre”ent ‘based on the  estimated December~?1 1982 CAM\'?
balaneing: aceount- undercollection balance. of £166,973 OQO

annualized to effect,p six-month amortlzatzon of tha%
balance. Slve s mmrone ey o owr

Revenue requirement based on & 12-month amortizatiom ofithe-.~soa~
estimated December 31,1982 CAM ‘balancing account. balance.. ..

Includes Exchange Revenue of, $8,641.,000, excludes.-Gas, -

™ L ~ ™

Zxploration and Development Account (GEDA}“"revenue*and COA 2l
Revenue. oo srman

ot

g,

-

SoCal wztness Jack M. szth and staf* wztness Donald L.

Cyee e

King ag:eed that a. 6—month.amortizat1on rate is ‘least ‘costly to the

ratvepayer. .They also agreed that in addztzon tomincreased cost o 12-3

A ﬁ-nﬂ"-

month -amortization rate may. result 1n futu*e‘custoﬁe*s pay:ng_for"gas
consumed by exastzng customers.\ﬂﬁ h
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Eowever," King/tes*dfied ~that- there. were~extenuating
circumstances which justified a° 12—month amortization're%et He noted
that recent rate lncreases have been very Jarge and since we are
entering the"winter season - 5 12-month amortization rate would ease
the burden on the ratepayer.' He further noted that the 12—month
 amortization rete would only remain in effect for three: ‘months until

SoCal's next CAM proceeding in April 1983.

Loy e

-‘w" \-{. -

We agree with staff. Because .of. the special circunstances,?,

we will gdopt a 12-monthramortization rate for this proceedzng.
Balancing .Account Adjustment

- m

Tada T

Exhibit 58, .page 3, shows.an.estimated CAM balancing -
account 'for the end+of December 1982 of approximate y ®167. o million
undercolIection. Staff is-generally in agreement wmth JThis estimate,i
however, there was a dlfference of opinion. whether .an adjustment 1~
'snould be made for: the “$14.9 million gas ¢ost d:sallowance Zwhich< ﬂad
been stayed pending the rehearing ordered in:D.82-09-109.. - SoCals:.
argued that it is inappropriate to adjust the CAM account for the
$14.9. million” until the Comnission. issued. a final, order.kﬂ -

We: see no reason why the revenue‘requdremenx eonsidered dn
this proceeding should not be reduced by $14.9 million. ~However,,the
recorded figures on: SoCal's books: need not reflect, this adjustmen&
until the Commission does ‘issue a final order. dmnn e

.

Gas Supply and Underground Storage Plan ~,ﬁ;:~i T A e T

Because of price differences, the takes of™ gas—from fhe
various supply sources and the underground storage operation have a
ignificant 1mpact on the forecast period revenue requirement.
SOVal‘thness Pocino testlfzed that during the CAM forecast period -
the. only dmscret*onary gas SoCal expects to purchase will*be ‘Pitas-
Point and E1 Paso discretionary volumes. The forecast-of “Pan’ATvérta”
purchases is for the minimum annual contractual” obligation.»7 INTHTITO

| (‘J i

BT
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: e - o ,\,‘,.r s e
Poczno s testimony also covereo the company s revised

F]("Nﬂnll\ u--..'«-«-, -,

storage operatmon plan._ Accordmng to Pocino, a cohbfnétion of”

R L I v —~ T,

factors, namely lmproved“storage field” deliverability, “firmer gas'““"“r‘“

supply availadility and lower proqeeped cold-year ges requirements,“'““
allows PLGS and SoCa’ to make s1gn1f1cant eost—effectlve changes in

n,— e .. T e e

planned storage operations. ' ) A ‘:“““ )
The principal elements of SoCal's reviged storage plan arer T C

VIR
S

(1) greater. wzthd*awals of 8as fron storage fof the~§ast~fhree*moﬂ£hs~~~—
0f 1982, with, commensurate reductxons o’ purohsseg gas and (2) _
advancement of the storage 1njectlon period by*one month in order po
£ill storage reservoirs prlor‘to suppliers’ October 1 Purchased Gas
Adjustments (PGA) inoreases**j'

The new operating-plan, Pocino noted, provides that all

o

»“”' "“‘\""“‘

e 0

a0

reservoirs will ‘be full by early September 1982. Withdrawalsy -, .o =
beginning in October will reduce gas in storage. 085 BeLedy .0
December 31, 1982, compared 4o the previous year-endr targetJofpiéO
Bef. Pan Alberta and Transwestern purchases will be minimized~to %the

exten<t poss;ble ‘under exzstlng contracts during October, November;s -

and¢ Decexber 1982 followed by cutbacks in E1 Paso purchases aS~-u.i '
nec¢essary to maintain the withdrawal schedule. Accordlng to Poeino )
these changes in operating practices wnli oenefzt ratepayers by '“; :
reducing the cost of gas purchased durlng the 1&tter»months of T9é2
by app*oxlmately $40 million below the cost associated with +he
previous year-end storage obaeotive. T TRamT mvens ek "

. Pocino further testmfxed that during 1983 and for the ﬁext =

several yea*s the storage injecfion period will be“ advanced” by one e
month (April through September) to fill storage to a target level g T

121.5. Bc* each year before El Paso and Transwestern PGA ra*e ;

S ey L e T A
i
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increases become effective on October 1 of each year. Since these

operating changes 1nf1uence the timing of gas purchases, §oc1no

anticipated that 198"S gas costs wzll be reduced by an~esyige§eg~$1i'(7cif

million."‘_wlw ) e

Lomee - e TR ,,...v, L
The staff and SoCal are generally in agreement on takes,~

At .

from the various supply sources. We will use the volumes l;szgﬂwlq.;~~w
staff Exhidbit 55, Jpege 4. mReTaT e vl aenly

L T A R N At d T
e e : IO 3 .

Alternative Puel Prices T oUemom oot on

- -
AT e e ow et e e s T A e

’

Lot e ol o

Exhibit 11, sponsored by SoCal wltness Lorenz sets forth

[N i Mw'-\ﬁ '.;u‘

alternat ve fuel przces 1n SoCal s area for August 1982 as fdllows*““

r|" v","(“'\ ,rﬂ“' o e v b
- <2 - ‘

~Approx1mate Erices
(Cents Per ThHerm) \
CHOW e ngH; Cammin Bl
Propane T T T L T S ,':53:0_’:3-:-‘,,-,.\ ',;Ga 5":’:
No. 2 Puel 0il’ SR g feaezel v legguBA IIxt wS{IBw mtiol
No. € Residual Fael 0§1°0.25¢7° © T0 =07 roxiat Iliw Tedorsd i oaxl

S ORI U MAXEDUD v pn e N s

vy
e

,-,:-— "w"'d'ﬂ‘\ﬂ qﬂ:.‘ﬂ~

-Contract price -1 " . infomos 51.0 A T 0 S S Y-
Spo.t':.market . Pri’ce'ﬁ_ 2 TSI L onImnendhon 7 SO'OA\ R ;*FSS'Qw nmos It

Residual-Fuel-0il O_S% B R T
Sulfur Maxzmum A T 86,0 54 O

TR e e e

Pael 011 High Sulfur Ms.ximum

Outszde South Coast Air Qualit
Management D;strzct (SCAQMD§

-,\- -,

o

470 ?3L?H5TA

r e -
- . (»“\v-.-‘ R ededtn

SoCal and staff used in the past. In addmtion, Lorenz cons;dered e

'ﬂf\_

reports from SoCal s customers on prices that were pald and offers
received. S

- e . - 3

oo A I -

rAl-(ﬁ‘a ..,,—-"‘

The prlces Lorenz presented for alternatlre fuels drd not i'”"“

e s

include & 5% adjustment to reflect a higher combustion effmclency of ™
0il relative t0 gas. The natural gas equivalent adjustiment
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previously included- by -SoCal.was dropped.in.order.to. simplify-
comparison between the.utility and staff oil. pfice data.ﬁ.Hoﬁévgr,
SoCal-continues to-believe that many large. gas customers"and k,;ﬂ,_ﬁ .
particularly-utility- electric. generation.customers‘take tﬁé 5%
efficiency advantage of o0il. over.gas into.account when comparinéw ;ﬁ;::;
alternative-fuel-prices... . . N F,,ﬁdng::

The record- is. not.adequate to~determine how mugh wemght thé ,:
electric gemeration customers. assign to .the. h;gher combuétmonﬂ JRURPI )
efficiency of 0il- as- compared to. gas,. when evaluating, alternafivev;ih
fuel prices. . We will expect: Edison and- LADWP to.provide further “~M.‘
test-mony on this question. in..3oCal's- April 1983. CAMAproceedlng.‘n,;h :L

In summary, -the testimony- of the other wiinesses, includ*ng
staff Exhibdit 16, supported the range of.prices presented by SoCel.. . .
We will consider these prices. .in sqxt;ngqngﬁgsy.: e
Tueel Switching ]

B

Yo e

"’vn--v—-a .-n—-.-, .-' ,‘A. -

g s M g
e b

T Tha T e
o . “ . -

"On the-subject of fuel .switching,. SoCal.p:esented three
witnesses: Roy M. Rawlings, John XK. Peterson, and Davzg:E:mJonggpvnéﬁ
The staff position was presented by Donald L. King...

. Rawlings described the extent to, whichncustomers“in SoCal S.v
service territory have switched-to the .use. oimalte:nate fueis due to -
the May 4, 1982 increase-in-raies (Exhibit 9)ar ,According o
Rawlings, "fuel switching in Soal's P=5 market -has resulted 1n an
ennualized loss of -56.2-Bef .of natural -gas, or 19. 5% of that market.ﬁ‘“
Fuel switching.in’'the-P-2B, P=3,-and P-4 markets has. resulted in the, rf
loss of 14zt Bef, or-7.3%-of-those-markets. .Total. 1oss due to_fuel . .
switching (P-2B, P-3, P-4, end P-5).is 70.3 Bef,. or, 14.6%.. Rawl;nés 5
testified that-he believed further-gas rate 1ncreases to these T
customers  or.alternate.fuel-price reductions could,result. in. further ;:
switching.. - -.- - ; N B
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In his testimony on’the P=S market, “Rewlings 'stated thatcono~7 .

Mey 4, 190825 " “when the GN-5"rate of 57.8¢/therm-became effective; tworz:e
of SoCal's utilzty electric generatmon ‘dustomers began-using fuel oillc
priced equivalent 't0 a natural gas price of" 47¢7therm. -~ Both of theser ~
customers indicated they can’ éontinue to° purchase oil at prices > /2Tl
advantageous to their customers. Should this oceurs - SoCalv'couldrsatrrls
experience 2’ loss of up to 56 2 Bef per year. " Orie~ 0f” these  customers

is in +he SCAQMD' and must durn gas on stage one’or worse” Qzonmer & =r5:ol-
Episode days.’ SoCa has four other retail P-5 customers.® ‘Thus: fary: =
these customers have not switched to fuel ‘ofly however; Rewlings:z I-u7
testified that these customers would switel®inm' thelevent: GN-S- rates . -
exceed the prices 'at which these customers can purchaseroil. 1L all

5 customers switched t¢ Twel 6il,” the market LToss to SoCal<t

could amount to 189 Bef. ennually or the eguivalent of ‘about 9 willion %
barrels of oil. A T

P v

We now turn to s d:scusszon of "fuelswitching’ by'Soval 'S

IR

industrial customers. - R R G e
Jones descrlbed the ‘fuel switching model ‘which ‘Battelle r -

Wemorial Instltute of ‘Columbus, OXic; developed “for SoCeal (Exhibzts
21 and 22). The purpose of the nodel ‘was ‘to ‘predict fued’ switching,
in the short term, vy SoCal's industrzal “eustomersaTot T TR N

' According ‘to Jones, an Cfpdustrial customertswdechsionuny w
whether or not 4o switeh 46 an alterrate fuel®is comprisedcofstwo .l i~
pa*ts. The first'deczszon {s whether or not-to-installiadditional . .~%
equzpment (storage. “burners, etes) necessary S0 burncan~alternate: oo
fuel. This decision is-based primarily on~a life cycle. cost, T lTosiun
analyszs. ‘The second ‘decision 2 customer must -make {scwhether:ornot-
+o0 switeh to the alternate fael once” the: capability exists.wcTherzornis

gsecond decision is modeled using an econometricelly estimated.m:.cooiw

[

equation which includes factors customers consider in their decision.
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Jones noted thﬁt‘the“cddclusiOnafirawﬁ‘byxBattelIe~as>a
result of their research were (W)'thete is: theuc&pabilityr¢o produce
Yo. 6 0il in sufficient. quantitmes to meet an fncreased“demand in the
industrial sector, (2) there are no. bar:&ers to the rapid expansion
of the distridbution system to sell and deliver”No.ﬁ,'residual fuel
0il to industrial customers and (3) most 1ndustriéi customers who
currently have the capablllty to burn residual fuel ofr have the
necessary permits to do so6. -~ - vr~far e wé fﬁﬁnggzwfﬁ

Peverson described how uOC&I mod;fled the Batfelle model
and the results obtained (Exhibdits 23-and-24). .The-factors SoCal
included in the model include, among other thxngs, ‘dfscount rates,
inflation rates, interes® rates, oil and gas pr;ces,-ma;ntenance
costs, anéd a premium for use of gas- over L. \

Peterson noted that SoCal needed more time’ to ful]y
evaluate the model. He thought“that further ref&nement was requlred
before the model could be validated for fuli~uée =88~ 8 management

LR R - e ™

decision tool. . ‘;" S --~ﬁ—muu TN xm¢*~~

— v e .
P .s. - o ~
Y LAt "\A

For input to the model SoCal used a gaSwrate of-
52.750¢/thern and a mean- of*50¢/+herm for No.: 6, {.5%:-sulfur) oil. On
this basis, the Fuel Switching_Model a8 modzfled bys SoCal, showed 2
total annual load loss of 23. 6 Bef when. gaSvrates to~GN—32/42 and GN
36/46 customers were 1ncreased by 5¢/the"m—to 57 75¢/therm and a
total annual load loss.of‘ﬁ? 8 Bcfﬂwhen rates to-these~same classes
0f customers were lncreased by 10¢/therm to 62:75¢/therm._ This
compares to 14.2 Bef shown.by the'model at- the: rate of, 52.75¢/thern
which was the rate in effect prior to being-increase&-to 54 75¢/thern

by D.82-10-040 dated October 8 1982 the interimndec¢SLon‘on Phase I
0of this proceeding. PRI R L

) .
fv»\ r'-“-v -0-
e = R
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© Staff witness. King-concluded ~(Exhibit 55¥, o-ax noxal

w7 Inthe short-tern (prior to 1986) Luel:; .- -
- . switching causes the rejection of.

- e

lower-cost supplies and the rejection
“of such supplies-combined with the:
- additional unit cost of recovering
fixed costs results in'an increase in
"~ average -system rates. - By 1986 the ..
commodity cost of gas from various .

sources is estimated t0 be in o
approximate price parity and the. “r

. adverse effect of fuel sw;tch;ng on i
. average system gas ‘rates”{s Yimited to~
- the Increase in-unit 'costs to.recover:

. fixed.costs. . . e

-Throughout. the foreca t period *uel e
switching results in'the use’ ‘of higher -
cost LSFO while lower-cost-gas isy ~-7
rejected.. . . e

The aggregate, Southern Calmfornia .
consumer is poorer than he would-be

" given ratemaking.policies designed to:
retain the low-priority load. The
greater the degree of fuel switch;ng
the poorer he becomes. @ , . 7. A e s

The Priority 1.and~2 customer" appears
to be more or less neutral in the fuel . .
switching process at the level of” load s
1o0ss included in Case A; Case A" ™o o~ oo Toiame D
assumes a load. loss of one-half of jhe L
Priority 5 gas/oil requirement and’ - | B
approximately one-half of:the  Priority-:-
% and 4 requmrement.,_lhat-is, the ..
average rate to Priorities 1 and- 25T
- ineluding residential service, ds not:
- significantly. different with fuel,,,
switching than it would be if rate -
design policy resulted In the’ ~nicrcl
retention of the present low prlority
demand.™

We note the staff position in the above Case A indicates
that & load loss of one helf of the P-3, P-4, and P-5 requirements
would not significantly impact the rates for P-1 and P-2 customers.




+

A.82-09=12, A.82-09-21 ALJ/rr/vdl *

The positions of the other partles on thenquestdonuofhfuel*““L
swmtching are set forth" in interfm D’82;10-040 at page'16~and~we need
not repeax the discusszon.: However, it 1s'§of%h notrngfthat 2L
parties generally recognize ‘that ‘the loss of" more than" SO% of T amane
SoCal's %e+a11 P-3 P—4, and’ P-S market 2t %His" time’ would probab 7
result in 1ncreased resmdentlal and P-1 ‘and PaZ‘nonresidentlal RO
rates. We note that the gas surply that would be ot ‘back if’there
were 2 major market 1oss is EI‘Paso ‘gas’ at 3T. 6¢/¥herm (Exhlbzt 58) =t
Therefore, there would be over & 16¢/therm Loss" in oontributzon LT 7
zargin for each therm of market loss. Since the rematn&nghcustomers"f
on the system must make up the net 1oss <n contribution” Yo margin *or
each therm o* mar?et lost we - mus conclude that Hrgher—ra*es "Forthe
rema*ning customers would Tesults - TTTT AT UL IO i e Tengnns

Unfortunately‘the*e yet is'no p*eomse answer to the’
questlon of how hlgh thewgas rafes %o“the 1arge industriar and
elec*r*o generatlon customers'can-be razsed before “thére {§ more “frel "

tch*ng. Also, we have not “had sufflcfent time to evaluate‘the
effecv of *he 1ast zncrease, effective October 13,“?092 Whick -
increased SoCal s GN—32/42 and GN—36/46 ‘Fates from “52T75¢/tHern to -
54.75¢/thern and GN-5 rates from 5t eoe¢/tnemﬁ t6 53 -eoe¢/therm. o
We will consider all of the above In setting the adopted*rates.
SCAQMD ‘..‘..«:.:..::.:._t:"-' S0 slavA oo Z'f""‘*‘“’”;_":.r‘.tf.

Larry Bowen, Dlrector of’RuIe Development for“SCAQMD,

R N

ated that hlS staf‘ has drafted 8. ‘number of " control measures “whi¢h~

.

would be su\mltted to his Board ‘for consxderation 1n case problems
result f*om fue”sw:tching. He brzefly described "ghe” oontrol s
measures his staff had’ prepared. He hoped that S genefal shift*to '

fuel oil does not occur ‘and that there will be no need to pursue ‘suck
control measgres,"““ CEE I animmon arxr oo

-
Ay , .-
N A

DLW JJOJ
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Fuel Switehing Damages

mm s B

Rt .-,--|_ ke Rl ‘-r-\ el -::- - »n/-r «".n""

for Utility Raxe.Equity (CURE) CUR” is an ad hoc group of - o e
approximately 20 individuals. Codd suggested that SoCsl should pay N
damages which he claims. has, or will oceur as. a result of the GNLSH
rate this CommiSSion,ordered SoCal to place in effect following
D.82-04-116.. Under Codd s. proposal the amount of damages would o
"simply: be the difierence between the delivered cost of oil_purchased
%o replace oil durned, and the associamed cost of the gas not'
purchased” (“xhibit 42) L at e uﬁlw_:-- o
..Xhe fundamenta.‘flaw in, Codd '8, recommendation is that it co
.gno-es the lawful role .of .this Commiss1on in se*ting.gust and . B
reasonable rates. It is the responSibility of . this Commission to v
consider the evidence dbefore it and to exercise its judgnent in ‘the
esvablishing of zates for. all of SoCal 'S customers.w This process is
no% accomplished Dy consmdering of any one class of customers while'"‘f
ignoring all others. The exercise of judgment lS an inevztable 33@,(.”
unavoidable aspect o; rate setting. Determining just and reasonable ;ﬂ
rates is t%e,ultimate_responsrbility ot this Commission. SoCal is‘“ '
not to be.faunlted -for having £ollowed the lawful onders of this
Commission (Public.Utilities (PU) Code 5 702)
Rate Adjustments to Avoid Fuel Switching e
‘To.avoid-any further. price-induced fuel switching,eCodd S
*ecommended that the Commiss:on adopt 8 procedure by which the GN-
rate would, be reduced when it appea"s as though dropping oil prices
will nduce Luel. switching and in. every case where it is clear that
fuel switching will take place if the GN—S rate lS not lowered -
immediately. . . . . T
Codd would have the Commission acr it necessary in "::N::i:
emergency session by telephone, t¢ immediately reduce the GN-S “rate
as necessary to avoid the fuel switch. Also, as a matter of policy
for price~induced fuel switching, Codd recommended that the utilities.
be penalized an amount equal to the excess of the cost of Low Sulfur
Puel 0il (ISPO) burned by the electric utilities over the

discretionary cost of gas not purchased by SoCal. According to Codd
- 14, ~

i‘r\r
.
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this amount is the damages, that isrwthe;unnecessarily incurred fuel ivo™
expenses, whzch would" otherwise be- passed ‘o to theisouthern ol
Calzfornia e’ectrlcity and gas “consumers¥n totall W Tolit nd Ilne:

| Codd would have tHis Commission make -decisions “affecting:
all of SoCal's ratepayers without a publxc hearing and“without notice
to the affected parties CPU Code §-306)7 "CoddTs proposal is’ toTirol Lmn
unworkable and 1gnores the due process ‘rights” of“the”otherccustomerstocss

oy v e o

on SoCal’s system. e B LaNImIoeT oo ranmarnionn iy e ll

s

Date of CAM Balance to Be Used R T@'iﬂﬁfbﬁﬁ L espaeen
In determlnlng the” CAN revenwe requirement; Coddor W
*eoommended that the Commission use only'thevreoorded CAM-balancmng:
account ba’ance as of the revision date instead of the estimated:
bal ance ou the aa*e olosest +o the date ‘of Commission decisions .o~
Codd's recommendatlon wz’l Tot be’ adopted primarily” tecause’ 14~ would:"
serve 10 ensu-e thaf Commxsszon decisions Tssued- well ‘afterithe -
revision date would 1gnore the ‘effect such’ delays Nave ‘on “thelfrevenuel -
requirement. rT‘he oommmssion in D 924°6 recognized that *durrng'a
pericd of ongolng undercollectlon “whe ‘balance 'is greater'by~the ?:_&M
hearing date, revision Eate; snd ‘decision date thar fs shownin the
applicat*on. The result is that the relief granted can be readzly”“”"“

Lt

adve*se 4o the Commzssmon s goal to minzmize ‘Gver-canagTc of i wde oo
undercollections and 19 keep +he fuel ‘cost balaricing” account—balances .
close to zero. Therefore, we wnll not adopt Codd's recommendation:

X o J-..-‘r'~-t\,_‘_ -

with respect to us;ng est;mated “CAM balances. ks -3

o gt
. ¥
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Revenue Deficiencies Due to.late Filings S T
Codd-noted that SoCal's -tariff. specifies thatvrevised cam’
rates shall be filed with the Commission.af. least 30'da§s ﬁrier to';;ifjl
each revision-date. He-testified- thateSoCal s failureﬁte«file 1ts T
CA¥ applications %0 days-prior to-the October 1,,1981 April‘1,ﬁ1982
and October 1, 1982 -revision dates resulted in. revenue defic;enEEES:i
According-to.Codd's-caleunlations  these, defleiencles—ameunt to $19 2 )
nillion, plus interest, and he recommended that SoCal s balancing,“ﬁﬁ;
account be reduced by this amount. T - p_ﬂ,~; ,: o .
We note-that.the-event which tr;ggers SoCdl“s cmmr*“ At
application filings is the PGA-filings of its Qutiof-state R I
suppliers. - Until those suppliers’ PGA appli cai:ené“are f:led,;end fﬂ\ .
SoCal has the: opportunity to- prepare.the. requiszte CAM application, : )
it cannot file its request- with theVCommissaon._rIn_A 82 00-12 qual
stated that Bl Paso and. Transwestern filedetheixﬂPGA applzcat;ons .
with the FERC. on -August 71, 1982.. To comply. wzthfthe‘jo—dayA_‘

recuirement Iin its tariffaSoCal would have had to file'lts CAM ‘

RN

E - e -
e e

epplication -on Sep‘tember 1, 1982, the day i‘ollowing zts sup_pliezfs“ ~A~~ .

Lol R

filings. -This.would have been an extremely difficult. 1f not .
impossible, taSKe n isa ;o ¢ L e o T

R .;w o - ~a M " -'"L‘_n.,,\:_:ﬂ,.,.
- ; dut

The Commission, in OII 82—00-02 is censidering a prdpoéaf =
N (\&"1

by the staff to change SoCal 'S nevxszon &ates to May 1 ana Novembe: 1.
in recognition of.the .timing problems assoczated wzth the exlsting B
revision datese -~ - onn N P W AT g . fﬁ
The filing by SoCal. of its applicatlon befond the time
established in its tariff has no adverse effect on our declsiogrnfw 3
Also, the Commission has the authority to waive the Z0-day
requirement in PU Code § 491. Our concern is that the filing reflect

the most wp-to-date information. Codd's recommendation will not be
adopted.

by
.

-
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v we’will~adopt the sales volumes, gas-takes: frommthe varjious. .

sources, - and the estimated Decemdber- 31,
in late-Liled Exhidbit 58.-

-1982 .CAM- 'balancewas- set fortlL -

As. discussed: previously,- weawillvreduce rm o

the revenue requirement to reflect. .the 814. 9“mdllian(§15?4Ay;;L;9p_TQ:

including interest: through December 31

,. 1082)- gas:.cost: -disallowance

(which is subject tb“limited.rehe&ringﬁ,and;willwusega¢$2:mpn:h¢ R
amortization rate to amortize the.-CAM:balancing -account....These, . -« _«~

adjustments are reflected in the adopted revenue. requirement set .- . .

forth below:

| ADOPTED REVENUE REQUIREMENT' °© "> .v °

~0CTOBER 1082 CAM TNty eman

Cost of Gas Purchased - .

Carrying Cost of Storage‘*“fi¥74

Inventory - -w ..
CAM Balance - ..
Subtotal "’

b '--v s

Prenchise Fees -and. .- . .- = 5 .
Uncollectlble Expense*« ot

Gas Margin -

- e

Revenue Reqrirement f¢_«jll

- -

-

Revenue at fresent Rates

:Inecluding Exchange Revenue.
" Additional Revenues-Required-

e CDollars in Thousands)

'."“r'rN

‘.‘m \'f'\

584 .

8% '-~~q-
-

-\u \2 241"

FeTen 12573
' 4

Y ozé»

- -~ G "o
PN R D

B Raing

177 398»'

re

S

éé’é’/s*

..‘

e -

-

v]mh~.4,999 265ﬁ

A

e ; . Tv ~A'\-

5,062,626~

*Franchmse Fee and Uncollectible Expense at 1.668¢ AT T

N

(Red Flgure)

. . -
i -~ s} M R

To the $63,361,000 reduction we will add the revenue

increase authorized in SoCal's general rate increase A.61081.

This

total revenue requirement will be reflected in the adopted rate

design.

The new gas margin for test year 1983 is $982,895,%700

reflecting the revenue increase of $219,798,700 in A.61081.
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D.82-04-116 dated April 28, 1982, sets forth the ni--T or

app“opr1ate guidelines for ‘SoCal.s These  guidelines:are based on the
premise that gas™‘customers should pay ‘as:close: %oz the wtility's,
parginal supply” costs. as revenue requxrement constraintsTandl el

-

minimization of fuel switching allow. w707 M7 IntretounnT nmevaT por
" The eritical element is ‘the’ establishment of . e gas: marginalsy:
rate. The warginel rate is not +he. ‘same--ag warginal  costu . In: D.82="
04-116 we adopted ‘staff witness: Cavegnaro's: methodology fomaoir. iy
developing o marginal rate. This g 'set forth onpage 24--of The-=7u]

-

decision: fen R

"Development of the marginal--rate would- be

based upon consideration of the following
elements: (1) a reasonadle price for ——-

~ discretionary.purchases, (2) the variable cos%
of the most expensive gas supply, eand the price
of 0:25% and 0.5% low sulfur fuel oll end the -
price of No. 2 distillate oil.T. o . .o vl -

Then -in footnote (1) on page 24 we notecﬁb*?-ﬂ"~

"(1).'Such. & rate would not be calculated -l Mi%
with mathematical certainty, dut rather. .
judgment would be applied to various -
factors to develop & limited range:-for-
the marginal rate. Tor this proceeding
only (D-82-04~116) the marginal rate was.
derived mathematically since fuel
switching and economic studies necessary
for its development were unavailabdble.l. .. . ... .=

The . staff‘witness developed a- marginal rete’ using the above
factors with a- range of 54.884 t0552971¢/thern.” SoCal’ ‘g-marginal
rate renge was'53.8 to 54.750¢/therm. - -The..difference, is_ . ..
epproximately one cent a therm. In thls case ve will use

e
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end of the sta*f marginal rate as an’ upper limit for’ rates® fnthe
GN-3, GN-4 " end- .GN-5 category.” Because fuel” prices are” ‘volatile, it
is expec*ed that o’ new~margzna1 raxe “will“be developed®for” each rate”
chenge application. ™' - oo Simoumnll mnentor s RES
Tbe adopted rate” design” Set- forth in Appendix»B~was AR
developed in
.

i e mle

the following mapper: © TTUTTLUTT uvete o melubed

e wholesale' conmodity Tate was set T - UIImITeC
at the average cost of gas. multipl:ed e

by the franchise fee faotor ,

(1 01443). - GEDA wasz ‘then added.t '

The smmovie producer commodity Trate’ .
is set at. 110% of the average cost, of R
gas sold.‘

The marginal rate of 54 750¢/%herm o
was used for all other ¢lasses, - » 7 W JuaTL

except lifeline which was set at 85%. ... .
of system average, reduced by the ,
customer charge rate of €.8¢ to "7
derive the commodity. charge rate.

- The resuliing revenue .undercollection .
was spread as follows:

__GN-S' GN=-4, and GN-5

rates were increased -
1.192¢/thern to\55mq42
55.942, and 55.000,

 respectively.  The -GN-3

- and GN-4 -rates: -reflect. . - - -
commodity plus GEDA and
CCA rates. The GN-5 - ‘
rate reflects commedity
plus. GEDA only. fThe .
remeining undercollection
wag spread -in equal cents
per therm to .all L
residential; GN— ’ and GN-2="“' o

- rateg.s o : s

{ad w'- -

- The:Iifeline- rate “was. then reduced~by
2.%386¢. To overcome the. resultmng .
undercollection, second "and -third-tier-

AR A S

residential rates were then
become 61.166¢ and T1.668¢,
Finelly, GN~-1 and GN-2 were
L087¢ to match the 2nd tier
rate.

increased to
respectively.
increased by
residential
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- We-note that the adove.rate.design is.a modif;gg}iop:of-§hgrg
guidelines-set. forth in-D. 82-04-116., e )

- o T e »;_‘,»._‘ h"ﬁ,,'m ﬂ.,.‘ I

Residential and.GN-1.and GN-2 raxes were readjusted to- .o
avoid a sudden: jolt.in lifeline rates. whzch would have experienced 2 ..
more than 28% increase since the last CAM. Further, a.strdet . . .-
application of:the guidelines-would produce rates in the,. GN=3 and ;
GN-4 schedules of above 58¢/therm and.above. 57¢/thermuin GN=5.  We.
have testinony in this proceeding that as. the natural gas commodity
price approaches or exceeds Low sulfur fuel oil'prices in the Los
Angeles Basin, fuel switchlng-may occur. Whlle ve. do~not have solid
estizates of the amount.of fuel switching that. wdll.occur at. various
alternative gas prices, we are loasth to set’ prices whlch would exceed
the current price of fuel oil in SoCal's servzce area."

Staff witness Goalw;n recommended thak‘sesldentmal third
tier rates bde elnmznated. She argued‘that there is no valid reason

the present time to have steeply.inverted rsxes to the residential
class on the SoCal gas sys+em. ‘She’ noted "that at the present time,
the incremental cost of’ gas (E1 Paso) is’ beIow the—hmghest priced gas
on the SoCal system. Aceordlng to Goalw;n, the dmpiicatlon of a
narginal commodity ¢ost below average cost would dictate a declining
dlock rate design, since if more gas was used, a: lower average ¢osY
would result. Therefore, she submits»the inverted residential rate
is not reasonadle during periods when'the aboVe-conddtions prevail.

Even if we agreed that it was reasonsble to eliminate the
inverted residential rate design, 'staff's: proposal does not
acconplish that result. The. ellmmnation of’the third tier would

sinply make the second tier inversfon all the more steep. Further,
we 40 not agree that the Commission should :everse its residential
ratesetting policy in response to a short-tefm ineremental cost
situation resulting from contractual obligations.s Qhenefore, we will

e ~
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- SDG&LE

generally following“the~guidelines ‘get forth fn—SDG&EWsSApril 1992*«5r70
CAM D.82-04-16. These guidelines were also used in ‘the Lirst interimsic~
D.82-10-040dated Octover 8”’T982”iﬁ’+HIs”pfocéEdfﬂg::‘we"wili’ .S
continue to use these gu:del;nes inspreading the revenue-reguirement
for this phase of - the ‘proceeding. ’ The revenue requirement. for’ SDGEE

is set Fort¥ in the following table, However; the revenue rspread ity =:i-7
among classes will Ye set forth 'inour -decision in AI50T88, ~SDGAE"S 102
pending request *or 8 1983 att*mtion allowance. :

~ N
R N RN N SRR

S&n Diégo'Gas & Electric Company ;“'”““

N L

Revenue Requmremen‘t for Gas Departmem* SREEEE
(Revenue Dollars-in-Thousands): - 7777372

"PGA Revenue Requ*rement LN U N A e ™

B e ™

A. Cost of Pafchased-Gag’ - 7 ©IvdIn TRNTRLL naticonoony cmne nvos
1. Capacity Charge STITLNQURETTETO MonIvesto
-+ 2. .Commodity Charge.- A e vm s adee adm Y
m . 954,662.0 M8k x.~.42100/th T 401,917.0 ‘
3. "ING® Nes- - NI Iunne "."U.".‘(ROO‘.Of)l"."‘,'f.‘,'."."t':'
4. Total s 422°80%,0 roL it 0T
B. Twice 8/31/82 PGA Bal.” Acctt Awount I T 4 AS5813T
QE;TNét PGA  Révehue Reguitement (A-+ B) -« 0 4%E,%51.2 wonlilioow
D. "Fren. Fees 2nd"Uncoll. on Retail Seles - > 7%, 06%.2 "
E. DPGA Revenue Requirement kb
(C + D) (.46208 & .47163) 440,314.4..

'SAMrRevenue“Reqnirementgl;;Ta3 T S e TR Y. Yol - T GO )

SAM Margin SN sl T ¥H;17 92*644‘3~~~ SR e S
.Twzce 8/31/82 SAM Bal Acct Jﬁmount ) 3,205. 5
Subtotal (A + B) R S *os 840 sr

-

.--‘,J.‘ o

Tess San Diego Franchise TFee D;fferéntial T _ L
SAM Revenue Regquirement (C - D) 95,474.0 T e
CPAC Revenue Requirement 1,826.6

Total Revenue Requirement
(I + IIE + III)* 5%7,615.0

*Excludes revenues of $1,321,700 for San Diego
franchise fee differential.

- 21 -
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Findings of Facet

1. - The, revenuewrequirementnadopxedqinquSZ;no-O40~damed—
October &, Tl

reductions by SoCal S gas suppliers,-El Paso-andmmranawesternﬂn an e

..
)
-
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o

2. Mitigation-of the -impact of theurate-increase on . customers o ~
a Justifies 12-month amortization.rate for .the CAM.balancmng,accounxuﬁﬁ‘

-3. . For purposes -of calculating the .revenue -requirement for. .. ..-
this proceeding,. it is reasonable . to reflect .the $14.9 million.gas. . . .

cost disallowance 'which was stayed -pending.the rehe aring - Q,I‘d-;%rs.@-, ‘:.:\n cn o
0.82-00-100. e e T . © e
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4. The evidence is inconclusxve to determmne ?he gas rate
levels to industrial and steam-electric generation customers which

~ e

will cause substontial fueluswitchzng.,“\-: L ’“;C“‘h

LR SH e
Erl ‘IMJ| ‘\

5. The gross revenue requirement authorized. in~Sova1 'S -general
rate case proceeding A.61081 should be inqlgdgdﬁggfqpq rates. -
authorized in-this-decision. ~

¢ .
i R u-«.ﬂ e ""
i d‘»‘\-

6. The rate design proposals submltted in evadencevdid include

A

an estimated. revenue requirement %0 reflect SoCal's general rate case

T

proceeding A.€1081. famam

7. TFor:SDGKE, it is reasonable.to use the rate- deszgn. -
guidelines set forth in D.82-04-16 to. spread. the, resulting increase
in revenue requirement. This spread w;llwppTagcpgplgsb@d';gg@ 59388
which is pending.

Conclusions of Law "
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1. The rates adopted in this decision™ are” justsandressonzble -
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SECOND INTERIM ORDER
IT IS ORDERED that:

1. The gross revenue requirement authorized in Southern
California Gas Company's (SoCal) general rate case proceeding A.61081
shall be included in the rates authorized in this decision.

2. 0On or after the effective date of +his order, SoCal is
authorized to file revised tariff schedules reflecting rates attached
to this order as Appendix B, to be effective no earlier than
January 1, 1983, The revised schedules shall apply only to service
rendered on or after their effective date.

This order is effective today.
Dated December 8, 1982 , at San Francisco, California.

JOEN E. BRYSON
President
RICHARD D. GRAVELLE
LEONARD M. GRIMES, JR.
VICTOR CALVO
PRISCILIA C. GREW
Commissioners

I dissent in part.

/s/ JOEN E. BRYSON
Commissioner

I CERTIFY THAT THI5 DECISION
WAS APPROVED. B%. ™70 ABOVL.
COMISSIONERS vor. -, 7%

-
Lo - ?
< .
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. APPENDIX A

Additional Appearances

Protestant: Eerman Mulmen, for Seniors for Political Action.

Interested Parties: Downey, Brand, Seymour & Rohwer, by Philip A.
Stohr, Attorney at Law, for Monsanto Company and Union Carbide
Torporation; Harry Phelan, for California Asphalt Pavement
Association: Burt wiison, and Jeff B. Cohen, Attorney at Law,
for Californiz Association for Utility Service Equality
(CAUSE); James C. Dycus and Edward Duncan, for themselves; John
Witt, City Attorney, by William Shaffran, Deputy City
Attorney, for City of Sa¥ Diego; Juies Kimmett, for Concerned
Citizens of Burdank: Daniel E. Gibson and Michael C. Apra,
Attorneys at Law, for Pacific Gas and Electric Company; Biddle &
Hamilton, by Richard L. Hamilton, Attorney at law, for Western
Yobilehome Association; and Michael A. Nolan, for United
Eomeowners of Burbank.

Commission Staff: Richard Rosenberg.

 (END OF APPENDIX A)
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APPENDIX B

SOUTHERN CALIFORNIA GAS COMPANY
SUMMARY OF PRESENT AND PROPOSED RATES
JANUARY 1, 108%
Commodity Rates in ¢/Therm
Class of Service Present Rates Proposed Rates¥ ¥ Increase
D.82-10-040

Residential

Lifeline 40.480 41.610
Tier II 57.%18 61.417
Tier III 67.318 T1.417

Conmercial-Industrial

GN=-2 57.318 61.417
&-COG 5%.808 55.000
GN-32/42 54.750 56.037
GN-36/46 54.750 56.0%37
Anmonia Producers 46.958 45.494

Util. Elee. Gen.

Scattergood Unit #3 5%.808 55.000
GN-5 5%.808 55.000

Wholesale

G-60 4%.494 42.100
G-61 43.494 42.100

*Residential Average Rate: 53.380 = 98% system average,

6% retail average.
Retail Average Rate: 55.821 = 2.R% above system
average.
Total System Average Rate: 54.316 = includes wholesale.

The above averages include customer and capacity charges.

(Red FPigure)
(EXD OF APPENDIX B)
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COMMISSION PRESIDENT, JOHN E. BRYSON, dissenting in part.

The increased rates for industrial and clectric
utilicy customers adopted in this decision are likely to
lead to additional fuel switching by those customers from
natural gas to oil. This will have two undesirable and
avoidable effects.

First, it will result in higher rates to those
customers who continue to usé gas, because SoCal's fixed
costs will have to be borne Dy a smaller number of customers
and spread over reduced gas sales. At curxrent rates, when
clectric utilities and co~generators pay 53.8 cents por
therm and incremental supplies of natural gas cost $SoCal
37.5 cents per therm, each therm of gas nat sold as a result
of fuel switching will result in a lost contribution in

excess of 16 cents to SoCal's fixed costs. 7This loss will

have to be made up by customers who continue to use natural

gas.
Second, further fuel switching will have an adverse

impact on the entire southern California economy since the

aggregate cost of fuel in southern California will be increased.

This is true, as staff witness Don King's testimony scots

out, because industrial and utility customers, to avoid the

56 and 55 cents per therm gas rate here adopted, will instead

purchase oll at a cost in excess of 50 cents per therm. The

net effect for cach therm of fuel switch will be an increase

~l=




in total oil and natural gas cost to seuthexrn California of
at least 12 cents to 13 cents per therm eguivalent, or
approximately ong-third the incremental naturalﬂgas cosﬁ.

In fact, this Commission has previously looked to
effects on combined natural gas znd oil costs for th¢ regional
economy as the basis for fuel cost rate decisions. As
rececently as April 28, 1982, in D.82~04-113, the Commission
concluded that minimizing total fuel costs for southern
California was sufficicntly important that it could justify
purchasing natural gas at prices higher than the rate at
which that incremental gas could be sold, 50 long as those
purchase prices were lower than the cost of oil.

It is true that we do not know ¢xactly what degreg
£ fuel switching will follow from any particular inerease
in low priority customers' rates. But where 14% of SoCal's

load has alrecady been lost, there is more than sufficient
evidence that we have reached rate levels at which fuel
switching will occur and that great caution should be exereised
prior to further increases for industrial and electric
customers.

It is very unfortunate that a decision not to
raise industrial and utility rates would mean imposing the

bulk of this increase on residential gas customers. In the

present case that would mean a 7.9% inerease in the average

residential rate as opposed to the 3.95% adopted.
It is important, however, to recognize that residential
gas ratepayers are not in any meaningful sense protected by

decisions which hold down the residential gas rate at the

-2




expense of fuel switching. This is because residential gas

customers are also residential electrie customers and consumers

of the whole range of products and services produced and

rovided in southern California. They arc also employed by
southexn California businesscs which bear the increased fuel
costs to their competitive disadvantage. If we take into
account the full range of impacts on their lives, residenss
of southern California can only be¢ hurt by decisions which
result in turning away f£rom 37.5¢/therm natural gas in favor

of 50¢/therm equivalent oil.

For this rcason, I am particularly concernod about
the line of reasoning advocated by some participants fn this
procecding that the Commission should raise industrial and
utility gas rates to allow fuel switching until residential
gas rates are thereby inereased. Equity requires taking
account of the impacts of such a decision on the dwindling
aumber ¢f industrial and electric customers on the system
who would by this approach be required to bear all the fixed
COsts presently borne by customers who switeh. But, oven if
the focus were limited to residential customers, such a

decision would in fact impose significant costs on all

residents. This Commission should unequivocally rejeet such

an approach.

San Francisco, California CZ:, <;EL‘143-——-——~

December 8, 1982 E. BRYSON, Presidpnt
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We note that the sbove rate design is a modification of the
guidelines set forth in D.82-04-116.

The reason for the deviation was that a strict application
the guidelines would produce rates in the GN-3 and GN-4 schedules of
above 58¢/thern and above 57¢/therm in GN-5. We have testimony in
this proceeding that as the natural gas commodity price approaches or
exceeds low sulfur fuel oil prices in the Los Angeles Basin, fuel
switching may oceur. While we do not have solid estimates of the
amount of fuel switching that will oceur at various alternative gas
prices, we are loath to set prices which would exceed the current
price of fuel 0il in Sofal's senvice area.

Staff witness Goalwin recommended that residential third
tier rates be eliminated. She ar\ ed that there is no valid reason
at +he present time to have steeply inverted rates to the residential
¢lass on the SoCal gas'system. She noted that at the present %ime,
the incremental cost of gas (El Paso) is below the highest priced gas
on the Sofal system. According to Goalwin, the implication of a
rarginal commodity cost below average cost\xeuld dictate a declining
block rate design, since if more gas was usedy a lower average cost
would result. Therefore, she submits the inverted residential rate
is not reasonable during periods when the above conditions prevail.

We will adopt the staff recommendation.

SDGLE
Both SDG&E and staff submitted recommended rate designs
generally following the guidelines set forth in SDG&E's April 1982
CAM D.82-04-16. These guidelines were also used in the first interinm
D.82-10-040 dated October 8, 1982 in this proceeding. We will
continue to use these guidelines in spreading the revenue requirement
for this phase of the proceedlng. -The revenue re uirement

uméﬂzéﬁ'
~FosSh e T oL TOW Y vab e /U wﬂ 7 ,e:’;,_. °*“”,}”§ s QR T
€;§ . ﬁzﬁgﬁeﬁ—
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San Diego Gas & Electric Company Derivation of
Revenue Requirement.

(to bYe prepared by Utilities Division)
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Findings of Fact

1. The revenue requirement adopted in D.82-10-040 dated
October 8, 1982 needs to be reduced by $45,172,000 to reflect
reductions by SoCal's ges suppliers, El Paso and Transwestern.

2. Mitigation of the impact of the rate increase on customers
justifies a 12-month amortization rate for the CAM balancing account.

3. TFor purposes of calculating the revenue requirement for
+his proceeding, it is reasonable to reflect the $14.9 million gas
cost disallowance which was stayed pending the rehearing ordered in
D.82-08-10¢. ‘

4, The evidence is inconclusive to determine the gas rate
levels to industrial and steam-electric generation customers which
will cause substantial fuel switching.

5. The gross revenue requifement authorized in SoCal's general
rate case proceeding A.61081 should be included in the rates
avshorized in this decision.

6. The rate design proposals\submitted in evidence did include
an estimated revenue requirement to \reflect SoCal's general rate case
proceeding A.61081.

7. The rate design modification\as set forth in this decision
is o modification of the guidelines set forth in D.82-09-116 and is
reasonable.

8. At this time it is reasonadle to eliminate the third tier
of the residential rate since the incremental cost of gas is below
the highest priced gas in the SoCal system.

9. Tor SDG&E, it is reasonable to use the same rate design
guidelines as set forth in D.82-04-16 to spread the resulting
increase in revenue requirement.

Conclusions of law

1. The rates adopted in this decision are just and reasonable
for the period these rates will be in effect.

2. Because of the need for rate relief concurrently with that
authorized in A.61081 this order should be effective on the date of
signature.
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However, King testified that there were extenuating
¢circumstances which justified a 12-month'§mortization rate. He noted
that recent rate increases have been very large and since we are
entering the winter season, a 12-month amortization rate would ease
the dburden on the ratepayer. He further noeted that the 12-month
amortization rate would ondy remain in effect for three months until
SoCal's next CAM proceeding Yn April 1983.

We agree with staff) Because of the special circumstances
we will adopt a2 12-month amortigation rate for this proceeding.
Balancing Account Adjustment

Bxhidit 58, page 3, showx an estimated CAM balancing
accoﬁnt for %he end of December 1982 of approximately $167.0 million
undercollection. Staff is generally agreenent with this estimate;
however, there was a difference of opindon whether an adjustment
should be made for the F14.9 million gas ¥ost disallowance which had
been stayed pending the rehearing ordered iR D.82-09-109. SoCal
argued vhat it is inappropriate to adjust the\CAM account for the
$14.9 million until the Commission issued a finyl order.

We see no reason why the revenue requirament considered in
this proceeding should not be reduced by $14.9 mili%on. However, the
recorded figures on SoCal's books need not reflect this adjustment
wuntil the Conmission does issue a final order.

Gas Supply and Underground Storage Plan

Because of price differences, the takes of gas from the
various supply sources and the underground storage operation have a
significant impact on the forecast period revenue requirement.

SoCal witness Pocino, testified that during the CAM forecast period
the only discretionary gas SoCal expects t¢0 purchase will be Pitas
Point and E1 Paso discretionary volumes. The forecast ¢f Pan Alberta
purchases is held to the minimum annual contractual obligation.
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In his testimony on the P-5 market, Rawlings stated that on
May 4, 1982, when the GN-5 rate of 51.8¢/therm became effective, two
of SoCal's utility electric generation customers began using fuel oil
priced equivalent to 2 natural gas price of 47¢/therm. Both of these
customers indicated they can continue to purchase o0il at prices
advantageous t¢o their customers. Should this occur, SoCal could
experience a loss of u:\xgbss.z Bef per year. One of these customers
is in the SCAQMD and nmust Bburn gas on stage one or worse Ozone
Episode days. SoCal has four other retail P-5 customers. Thus far,
these customers have not switched to fuel oil; however, Rawlings
testified that these customers would switch in the event GN-5 rates
exceed the prices at which thesde customers can purchase oil. If all
six P-5 customers switched <o fukl oil, the market loss to SoCal
could amount to 189 Bef annually qr the egquivalent of about 9 million
barrels of oil.

We now fturn to 2 discussi of fuel switching by SoCal’'s
industrial customers.

Jones described the fuel switching model which Battelle
Memorial Institute of Columdus, Ohio, developed for Sofal (Exhibdits
21 ané 22). The purpose of the model was to prediet fuel switching,
in the short term, by SoCal's industrial qestomers.

According to Jones, an industrial customer's decision
wvhether or not 40 switch to an alternate fiél\Fs conprised of two
parts. The first decision is whether or not ¢o install additional
equipment (storage, durners, etc¢.) necessary to dburn an alternate
fuel. This decision is based primarily on a life cyele cost
analysis. The second decision a2 customer must make is the decision
of whether or not to switch to the alternate fuel once the capability
exists. The second decision is modeled using an econometrically

estimated equation which inecludes factors customers consider in their
decision.




A.82-00-12, A.82-09~21 ALJ/rr/jn’

The positions of the other parties on the guestion of fuel
switehing is set forth in interim D.82-10-040 at page 16 and we need
not repeat the discussion. However, it is worth noting that all
parties generally recognize that the loss of more than 50% of
SoCal's retail P-3, P-4, and P-5S market at this time would probably
result in increased residenéﬁal and P-1 and P-2 nonresidential
rates. We note that the gas\supply that would be cut back if there
were a major market loss is EN Paso gas at 37.6¢/therm (Exhidbit 58).
Therefore, there would be over  16¢/therm loss in contribution to
margin for each therm of market Loss. Since the remaining customers
on the systenm nmust make up the neX loss in contridution to margin for
each thern of market lost, we must\¢onclude that higher rates for the
remaining customers would result.

Unfortunately there yet is no precise answer to the
question of how high the gas rates to the large industrial and
electric generation customers can be raised before there is more fuel
switching. Also, we have not had sufficishQ time to evaluate the
effect of the last increase, effective Qctober 13, 1982, whieh
inereased SoCal's GN-%32/42 and GN-%6/46 rates from 52.75¢/therm to
S4.75¢/thern and GN-5 rates from 51.808¢/therm to 53.808¢/thern.

We will consider all of the above in setting the adopted rates.
SCAQMD

Larry Bowen, Director of Rule Development for SCAQMD,
stated that his staff has drafted a number of ¢ontrol measures which
would be submitted to his board for consideration in case probdlems
result from fuel switching. He briefly described the control
neasures his staff had prepared. He hoped that a general shift to
fuel o1l does not occur and that there will be no need to pursue sueh
control measures.
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Rate Design

We will adopt the sales volumes, gas takes from the various
sources, and the estimated December %1, 1982 CAM balance as set forth
in late-filed Exhidit 58. As discussed previously, we will reduce
the revenue requirement to reflect the $14.9 million gas cost
disallowance and will use a 12-month amortization rate to amortize
the CAM balancing account. These adjustments are reflected in the
adopted revenue requirement set forth below:

ADOPTED REVENUE REQUIREMENT
OCTOBER 1982 CAM

(Dollars in Thousands)

Cost of Gas Purchased ®4,02%,584

Carrying Cost of Storage
Inventory 2,241

CAM Balance 166,973
Gas Cost Adjustiment © 151,573
Subtotal 4,177,208

Pranchise Fees and
Uncollectible Expense 72,165

Gas Margin 752,188
Revenue Requirement 5,001,751

Revenue a2t Present Rates
Including Exchange Revenue 5,062,589

Additional Revenues Required (60,838)
(Red Pigure)

To the $60,838,000 reduction we will add the revenue
increase authorized in SoCal's general rate anrease A.61081. This
total revenue requirement will be reflected in the adopted rate
design. Accordingly the figure for the gas margin shown above, will

have $0 be increased to reflect the general rate increase authorized
for test year 1083.
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D.82-04-116 dated April 28, 1982, sets forth the
appropriate guidelines for SoCal. These guidelines are based on the
prenise that gas customers should pay as close 40 the utility's
marginal supply costs as revenue requirement constraints and
nininization of fuel switching allow.

The critical element is the establishment of a gas marginal

rate. The marginal rate inQgt the same as marginal cost. In D.82-
04~116 we adopted staff witness Cavagnaro's methodology for

developing a marginal rate. This is set forth on page 24 of the
decision:

"Development of the marginal rate would de
based upon consideration of the following
elements: (1) a reasonable price for
discretionary purchases) (2) the variable
cost of the most expensiye gas supply,
and the price of 0.25% and 0.5% low
sulfur fuel o0il and the ﬁ(ice of &2
distillate oil.™

Then in footnote (1) on pége 24, we noted:

"(1) Such a rate would not Be calculated
with mathenmatical certaintyl but rather
judgment would be applied to\various
factors to develop a limited \range for
marginal rate. TFor this procegding only
(D.82-04-116) the marginal rate was
derived mathematically since fuel
switching and economic studies necessary
for its development were unavailable."

The staff witness developed a marginal rate using the above
Jacvors with a range of 54.884 to 55.971¢/therm. SoCal's marginal
rate range was 53.8 to 54.750¢/therm. The difference is
approximately one cent a therm. In this case we will use
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. SoCal's marginal rate to develop the rate design, and use the high
end of the staff marginal rate as an upper limit for rates in the
GN-3, GN-4, and GN-5 category. Because fuel prices are volatile, it
is expected that 2 new marginal rate will be developed for each rate
change application.

The adopted rate design set forth in Appendix B was
developed in the following\ manner:

1. The wholesale commodity rate was set
at the average\cost of gas multiplied

by the franchise fee factor
(1.01546). GEDAx:as then added.

The ammoniza producer commodity rate is
segdat 110% of the average cost of gas
sold.

The marginal rate of 54.750¢/¢hernm,
was used for all other classes, excep?t
lifeline which was Set at 85% of
system average, reduced by the
customer charge rate\of 6.8¢ o derive
the commodity charge ‘rate.

The resulting revenue \undercollection
was spread as follows:

GN-%, GN-4, and GN=5
rates were increased
1.192¢ /therm to 55.942,
55.042, and 55.000
respectively. The GN=3
and GN-4 rates reflect
commodity plus GEDA and
CCA rates. The GN-5

rate reflects commodity
plus GEDA only. The
remaining undercollection was
spread in equal cents per
thern %0 all residential,
GN-1 and GN-2 rates.
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SoCal's marginal rate to develop the rate design, and use the high
ead of the staff marginal rate as an upper limit for rates in the GN-
3, GN=4, ané GN-5 category. 3ecause fuel prices are volatile, it is
expected that a new marginal rate will be develped for each rate
crange apviicatioxn.

The adcpted\cate design set forth in Avpendix B was
developed in the following manner: '

1. The wholesgle commocity rate was set

% the average cost of gas nultiplied
by the franchise fee factor (1.01546)

GZDA was then\added.

The ammonia producer commodity rate is

set at 110% of \the average cost of gas
sold.

The margin rate of 54.750¢/therm, was
used for all other classes, except
lifeline which was\set a%t 85% of
systen average, reduced by the
custozer charge rate of 6.8¢ to derive
the commodity charge\rate.

The resulting revenue\undercollection
was spread as follows:

GN-3, GN-4, and GN=5
rates were increased
1.192¢/thern to 55.942,
©5.942, and 55.000
respectively. The GN-3
end GN=4 rates reflect
commodity plus GEDA and
CCA rates. The GN-D

rate reflects commodity
plus GZDA orly. The
renaining undercollection was
spread in equal c¢ents per
thera $0 all residenvtial,
GN=-1 and GN-2 rates.

The lifeline rate was then reduced by 2.286¢. To
overcome the resulting undercollection, second and
thirzd tier residential rates were then increased +o
Secome £l.l66cand 71.668¢, respectively. Finally,
GN-land GN=2 were increased by .087¢ to match the
2né tier residenstial rate
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we note thaz the above rate design is a modification of
the guidelines set forth in D.82-04-116.

Residential and GN1/GN2 rates were readjusted to avoid
a sudden jolt in lifeline rates which wouléd have experienced a
more than 28% increase since the last CAM. Further, a strict ap-
plication of the guideNnes would produce rates in the GN=3 and
GN-4 schedules of above 58¢/therm and above 57¢/therm in GN=5.

We have testimony in this\proveeding that as the natural gas com-
modity »drice approaches or\exceeds low sulfur fuel oil prices in
the Los Angeles Basin, fuel\switching may occur. While we do not
have solid estimates of the amount of fuel switching that will
occur at various alternative gas prices, we are loath to set prices
which would exceed the currentiprice of £fuel oil in SoCal's service
area.

taff witness Goalwin yecommended that residential third
tier rates be eliminated. She angued that there is no valid reason
2t the present time to have steeply inverted rates to the resi-
- dential class on the SoCal gas system. She noted that at the pres-
ent time, the incremental cost of gas (EL Paso) is below the highest
priced gas on the SoCal system. Acsbrding to Gealwin, the implica-
tion of a marginal commodity cost belqy average cost would dictate
a ceclining block rate design, since if more gas was used, a lower
average cost would result. Therefore, she submits the inverted
residential rate is not reasonable during periods when the above
conditions prevail.

Even if we agreed that it was reasonable to eliminate the
inverted residential rate design, staff's proposal does not accom-
1ish that result. The eliminate of the third tier would simply
make the second tier inversion all the more steep. Further, we do
not agree that the Commission should reverse its residential rate-
setting molicy in response $O a2 short-term incremental cost situation
resulting from c¢ontractual onligations. Therefore, we will not
acopt the staff recommendatien.
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SOUTEERN CALIFORNIA GAS COMPANY
SUMMARY OF PRISENT ANT PROPOSED RATES
JANUARY 1, 1983

Commodity Rates in ¢/Therm % Increase

Class of Service Preseat Rates Proposed Rateg*
D=oe-10=0&0

Residential

Lifeline Ag.uso 42.504
Tier II 57.318 61.166
Tier IIT 67\ 318 71.668

Commercial-Industrial

GN-1 57.33\8 61.166
GN-2 57.%1 61.166
G-COG 53.80 55.000
GN=-32/L2 54.750 57.488
GN-36/L6 z&.750 e7.488
Ammonia Producers 6.958 45,497

Util. Zlec. Gen.

Scattergood Unit #3 53.808 55.0C0
GN-5 53.808 55.000

wnolesale

G-60 43,454 42,144 3.0
G-51 43,454 \‘)-LE.J.M- é3.o§

(Red Figure)

These rates are preliminary. They are based on an additional
revenue reguirement of $180 million. (General rate case $240
million less CAM reduction $60 =illien.)

Residential Average Rate 53.978 = 96% system average
Retall Average Rate £6.073
Total System Average Rate S4.UL36

The above averages Include customer and capacity charges.
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SECOND INTERIM ORDER

IT IS ORDERED that:

1. The gross revenue requirement authorized in Southern
Californie Gas Company's (SoCal) general rate case proceeding A.61081
shall be included in the rates authorized in this deecision.

2. On or afver tke effective date of this order, SoCal is
authorized to file revised tariff schedules reflecting rates attached
t0 this order as Appendix B, to be effective no earlier than
January 1, 1983. The revisad schedules shall apply only %o service
rendered on or after their effective date.

5. On or after the effeftive date of this order, San Diego Gas
& Electric Company (SDG&E) is althorized to file revised tariff
schedules reflecting rates attached %o this order as Appendix C, to
be elfective no earlier than Janﬁgry 1, 1983. The revised schedules
shall apply only to service rendered on or after their effective date.

This order is effective tSHay.

Dated NEC 81982 , \at San Prancisco, California.

\\
I dissent in part. JOEN E. BRYSON

President
/s/ JOEN E. BRYSON RICHARD D GRAVELLE
Commissioner

LEONARD M. GRIMES, JR

VICTCR CALVO

PRISCILLA C. GREW
“Commissioners
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. APPENDIX B

SOUTHEERN CALIFORNIA GAS COMPANY
SUMMARY OF PRESENT AND PROPOSED RATES
JANUARY 1, 1683
Commodity Rates in ¢/Therm % Inerease
Class of Service Bresent Rates Proposed Rates*

Residential *»
Lifeline )0.480 44.890
Tier II 5$(318 61.07¢9
Tier III 67318 61.07¢
Average Residential 54.548
Commercial-Industrial

GN-1 ‘ 61.07¢

GN-2 61.079

&-COG 55.000

GN-32/42 55.942

GN=36/46 55.942

Ammonia Producers 45.497
U4il. Elec. Gen.

Scattergood Tnit #2 5%.808 55.000

GN-5 5%.808 55.000
Total Retail 56.097%

Wholesale

~60 4%.494 42.144
G-61 4%.49¢4 42.144

Total Systen 54.456
(Red Rigure)

These rates are preliminary. They\are based on an additional
revenue requirement of $180 million) (General rate case $240
nillion less CAM reduction $60 million.)

¢(Therm \\\

Lifeline Average Rate: 44.890 = 82% System Average Rate.
Residential Average Rate: 54.548 = 100% System Average Rate.
Retail Average Rate: 56.073
Total System Average Rate: 54.456

The above averages include customer and capacity charges.

(END OF APPENDIX B)
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. (APPENDIX C TO BE DISTRIBUTED LATER)




