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INTERIM OPINION'

In this ap:l~cat1on Paczfmc Gas and Electrlc Combany (PG&B)[
recuests autaorzty to revise its gas rates and cbarges effectzve '
October 1, 1983 under its Gas Aajustment Clause (GAC) ~The rates
orocosed by PG&E would decrease 2G&E's gas revenue about 0 3% or
approximately $13.2 million annually.
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The application states that authorization of PGSE's
proposal will enmable PG&E to recover its gas costs under its GAC,
but will not enable PGSE to eaxn a xate of return above the level
which the Commission last found reasonable for PG&E's Gas Department.

Public hearing was held before Commissiomer Vial and/ox
Administrative Law Judge Mallory in San Francisco in'the~pefiod-
October 3 through October 12, 1983, and the matter was subm:‘.t*ed

: subject to the receipt of the staff's late leed Exhibit 33, whidh'

,f has been received. _ -

Evidence was presented on behalf of applicant; the

staff of the Commission's Utilities Division, Fuels and Operatlons
Branch and Rate Design and Economics Branmch (Staff); California
Gas Producers Association (Gas Producers); El Pase Natural Gas
éompany (E1 Paso); Califormia League of Food Processors (Food
Processors); U.S. Borax & Chemical Company (U.S. Borax): Glass

0 Containers Corporation (Glass Containers); Soxithe:n California
Edison Company (Edison); and the Regents of the University of
California (UC). Closing arguments were presented on behalf of '
all the above parties, except Gas Producers and Glass Containers.
.Toward Utility Rate Normalization (TURN) also presented closing remarks.
Estimated Gas Sales ‘

. The GAC decrease which PG&E had proposed to place int& effect
on October 1, 1983 reflects (1) changes in the unit costs of
natural gas charged by PG&E's Califormia and Rocky Mountain gas
suppliers, (2) decreases in the price of Canadian gas from Pacific
Gas Transmission Company (PGT), (3) amortization of thejunder-'
collection in the Gas Cost Balancing Account (GCBA) estimated

as of September 30, 1983, and (4) a change in the GCBA xnterest
rate.

Applicant and the staff are in agreement with respect to
the estimated cost of natural gas and estxmated gas sales for a
twelve-month amortization period beginning October 1, 1983. They
. are also in agreement as to the GCBA balance as of September 30,.1983
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and the related GCBA iInterest rate. :

TURN disputes the estimated cost of gas from Calzfornla
producers. 'PG&E estimated the cost of California source gas at
the ceilling price determined in accordance with theAprioing“

“provisions ¢f the federal Natural Gas Policy Act of 1978 CNGRA),

which provides for monthly upward adjustments-toiceiling p:ioeét

The price reflected in PGSE's exhibits is the weighted averxage
rice for California gas estimated as of October 1, 1983 as $3. 4827

pe- million British thermal wmits (QMBtu).

TURN contended that the $3.4827 MMBtu prlce should be
reduced To $3.463 MMBtu because the record shows that PG&E 1s
purchasing a portion of its Californmia souxrce gas beloW'the ce;lzng

rice.  Such an adjustment would lower the amnual: cost o¢vCalzfornmai
gas by $3,239,000. PGE&E opposed this TURN adjustment because
97% of its California source gas is, ouxchased at the ce;lmng_prmce-
the estimated price used in its exhtbxts is the average prlce at.
the beginning of the amortization peri {od; the NGRA cexllng prxces
escalate monthly, and the actual prices to be’ pazd for the prepon—_
derance of its California source gas purchased at the cexlmng pr;ce
will be greater than the price estumated for‘purposes of thls :
proceeding. S S

It appears that the savmngs *esultlng from the lower-than-
ceiling price paid for a portion of Califormia source gas wzll Be’ _
offset by the higher than estimated costs paid for the preponderancef
of California source gas subject to NPGA cezllng prmces which
escalate wmonthly. Therefore, we find that TURN s proposed adjnst-
zent to the estimated cost of Call orn*a source gas is not reason-
able and will not be acceoted _ 5

The following tables sets forth the current cost of gas H
which we f,nd reasonable for the purposes of thls‘ptoceedlng;
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TABLE 1

PACIFIC GAS AND ELECTRIC COMPANY
GAS DEPARTMENT
CURRENT COST OF GAS

FORECAST PERIOD: 12 Months Beginning October 1. 1983

Supply Price  ~ Cost

Souxce MDTH S/OTE ‘MS
California 34827 S 508,701

Demand : L - . 54,345

Commodity 3.5620 | 1,269,721 -

Subtotal 3.7145 l,"324,'066" '
Base | 4.4269 766,345
Incentive 3.4224 365,707

— Ly

Subtotal 279,968 4.0435 1,132,052
Rocky Mowntain 18,428 43867 80,838
826,766 3.7927 3,135,657

28,03 2.3%03 65,608

@20 3 __Es®)

831,524 3.7437 . 3,112,987
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Guideline for Sequencing El Paso Gas

Decision (D) 82-12-111, issued December 22, 1982 in
Applzeat;on (A) 82-08-51, established a new sequence of gas takes
by PG&E to reflect changes in prices for gas obtained from:

different sources.l/ That decision also adopted a guidelime for

sequencing E1 Paso discretionary supplies relative to California
discretionary supplies of gas. The adopted guideline also would
allow both El Paso’s and PG&E's California suppliers to kmow the
point at which they become competitive. |

A portion of El Paso's total rate is a surcharge represent-
ing past umrecovered gas production costs. The surcharge is based
on amounts accumulated in a balancing account, and is determined
twice yearly. El Paso's jurisdictional customers to which the sur-
charge applies are PG&E and Southern California Gas Company (So
Cal Gas) operating in California, and customers east of California.
. At the time the guideline was established the two California.

utilities represented about 757 of El Paso jurisdictional sales, and
out-of-state purchasers represented about 25% of'sa1e545ubjeet;;o
the surcharge. The adopted guideline removed 257 of the surcharge

1/ The adopted sequence placed in effect by PGSE om - October 1
1982, was as follows:

1. California to minimum
2. PGT-Canadian to 807 Daily Contract
Quantity (DCQ)
3. Rocky Mountain to minimum
4. Rocky Mountain NPGA Section 102
5. El Paso to minimum
6. California at 427% load Factor
7. California to maximum
8. El Paso to allocation
9.. PGT-Canadian to maximum
10. Rocky Mountain to maximum
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from the El Paso price of gas in the comparisoﬁ of the price of
El Paso gas with the price of Califormia discretionary gas..
D.82-12-111 contained the following rationmale for this deduction:

"The guideline we adopt today recognizes that any
deferral inm the collection of El Paso's surcharge
adjustment will ultimately result in the recovery
of a portion of the deferred amount through higher
rates to non~California consumers. California
represents 757 to 807 of El Paso's market. Con-
sequently, a minimum of 75% of the surcharge
adjustment is recovered through rates applicable
to California service. It is therefore reasonable
to treat 757 of El Paso's surcharge as an umavoid-
able cost to be excluded from the El Paso's tariff
rate prior to comparing such rate against the cost
of Califormia source gas. Stated another way, it
is reasonable to add 25% of El Paso's surchaxge
adjustment to its curxently effective commodity
rate excluding the surcharge."

The decision contains the following example of the
. calculation of the then current differential:

El Paso's then current effective
rate excluding surcharge

0.25 x currently effective
surcharge adjustment

Adjusted El Paso rate

4. Estimated Jannary 1983
California gas price 1 323.90

5. Price Differential 18.54

Gas Producers presented evidence in support of a,changed“
guideline (Exbibit 15). According to Gas Producers, SoCalGas,
in its current Consolidated Adjustment Mechanism (CAM) proceeding
(A.83-09-25) proposes for sequencing purposes to price discretion-
axry El Paso gas at a commodity rate of 35.6 cents/therm, less 2.2
. cents/therm, resulting in an expected economic cés‘t‘ of 33.4

!
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cents/therm.z/ Thévrationale for this calculation, sét forth
in A.83-09-25, is as follows: ' :

"The 2.2 cents/therm deduction is our estimate of
SoCalGas' share of the umavoidable portion of

El Paso’s Account 191 surcharge. The surcharge:
in_Account 191 is due primarily to prior under-
collections by El Paso and represents a
liability for all of El Paso’s customers. The
1iability is an unavoidable sunk cost that mast
be recovered in future PGAs. Based on recent
recorded sales, SoCalGas purchases about 557

of El Paso jurisdictional sales. Consequently,
about 55% of the current Account 191 surcharge
is the amount of umavoidable costs SoCalGas will
be obligated to pay in future PGAs if we forego
purchases of El Paso gas today."

Gas Producers proposes that we follow the above rationale
for developing a new guideline for PG&E's sequencing of discretion-
axy El Paso gas. Gas Producers contends that the 75% ratio of
El Paso's California to out-of-state sales subject to surcharge
is currently about 85%, of which SoCalGas represents 557 and PGs
represents about 30% of California sales. Gas Producers ‘
Proposes to substitute 30% for 75% in the surcharges calculation
in the guidelines, as more specifically set forth in the following
table: o

2/ As A.83-09~25 has not been he#rd, when the heaxings in this. ... ..
~  proceeding took place, SoCalGas' proposal is untested and has
not been adopted by this Commission.

. ‘

-7-
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CALIFORNIA GAS PRODUCERS ASSOCIATION

Calculation of Cost of PGS&E El Paso
Natural Gas Purchases

(From Exhibit 15)
(In cents per Decatherm)

El Paso ‘ - 30
Rate ent - ‘ -Basis - ‘
Gaaiggarﬁﬂknthe‘nmﬂfflmme o 3T235¢
First Deduetion S o S -
‘ Y (3.1(a) 8.58 8.58¢
Fixed Meathly Charge (3.1(b) .17 8.17
: Ibuﬂ.Dmnmicmnge ‘ ' -

-

% Smuim:ge]&huscment* : -65% . 11.86%
Remmuu:@;ﬁbt Cost L A :

* 7, of cuxrent El Paso Surcharge Adjustment of 39.53¢/Deh.

Under Gas Producers' proposal the effective El Paso rate
would be greater than under the present guideline, ‘bringing the’

El Paso guideline rate closer to the $3.4827 per decatherm,CDth)
average cost of California gas. To the extent that Califqrnza gas
is available at a cost lower than that average cost and also below
the guideline cost of El Paso gas, additional California gas would
be sequenced ahead of El Paso gas.

El Paso strongly opposed the proposed guideline change and
presented evidence in support of raising the surcharge,deduct;on or
maintaining it at its present level. Extensive'baékground‘informa-
tlon was presented by El Paso on the purpose of tﬁe'surcharge and
the method of calculation. According to El Paso the surcharge
balancing accomnt acecruals will be substantially less in the future

because of changed Federal Energy Regulatory Comm;ssion (FERC)
Procedures.

—8-
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El Paso attempted to show that the assumption in D.82-12-111
that surcharge undercollectzons from PGSE would be shzfted to E’ Paso s .
out-of-state customers was incorrect. It is El Paso’ s contentzon '
that each major customer should be responszble for its share of the
surcharge balancing account. The record shows that if the balanc;ng
accourt is not fully amortized in any surcharge period, the under-
collections remain in the balancing account and axe subject to suxrcharge
in the next collection'period. El Paso showed_;hatAPG&E s purchases
of T1 Paso have been declining, while SoCalGas' purchases have been
increasing, SO that the California utilities’ rotal sharegof the
surcharge burden (80%) remains about the same, oOr is‘sligntly greater
than it was at the time the information in D 82-12-111 was developed.
Since any undercollections must be collected in future oerlods, fa;lure-
of PG&E to pay its full share of the surcharged amounts through lower
purchases £ El Paso shzfts the burden to SoCalGas. -

El Paso takes the position that we should not change the
guideline for seguencing El Paso gas ahead. of California source gas.

Based on the evidence adduced in this proceedzng, Gas
Producers has not shown that the guideline in issue is unreasonable.
Gas Producers' showing is'largely predicaﬁed on a SoCalGas proooeel¢
which was not yet tested in SoCalGas' CAM proceedlng, and’ that
proposal cannot be relled upon to effec* a change in the PG&E guzdellne.
Moreover, EL Paso has shown that the full amount of the surcharge would
be appropriate for deduction under the theory'adopted in D. 82~ 12-111,

rather than 75% of that amount, as an unawoxdable cost in calculatlng the
guideline. Theref ore, Gas ?roducer"' oroposal will not be adopted.
Secuencing of Canadian Gas ‘ '

On July 6, 1983, the Canadian government lnstltuted 2 volume-
related incentive dricing program which lowered the price of gas
volumes purchased by PGT above 50 percent of the'annual lxcensed _
export volumes to $3.40 per Dth from $4.40 per.Dth. The fzrst year
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the program runs from November 1, 1982 to October 31, 1983. on
about July 25, 1983, PGT's Canadian gas takes passed 50 percent

of the annual licensed export volumes, so all Canadian gas purchased by
PGT from that date to October 31, 1983 has been at the $3.40 border
export price. In addition, for the second year'of the program
beginning November 1, 1983, it is expected that the incentive price
will be administered on a monthly basis; consequently;-all'of'PGT'
Canadian purchases above current contract mznlmums will. be at the.

$3.40 per MMBtu incentive price. 7

2G&E presented testimony (Exhibit 2) that it is basing
its sequencing of Canadian gas based on that $3 40 Dth border price,
plus additions for compressor fuel and conversion from a wet to dry
basis, to reach a delivered cost of $3.49 Dth. ‘

We have pointed out to PGLE our deszre'that the high take-
or-pay provisions in its Canadian gas contract be revised.  PGSE
witness Rosput testified that PGs&E is vigorously'purSuing‘reductions
in its minimum obligations through private negotiations between
its Canadian supplier and subsidiary, Alberta and Southern, and
Canadian producers. PGSE is hopeful that the current discussiéns_
between the United States government and the Canad;anegovernment
will lead to reductions in take-or-pay requirements.

The PG&E witness testified that the total effect on gas costs
would be minimal for the forecast period if res equencxng does not occur
at this time; moreover, there are certain nonquantzf;able consmderatxcns
which support the current sequence. The witness stated that in
D.82-12-111, we recognized that the gas-take sequence can be used
to signal to suppliers what is necessary to make their.priqes competi-
tive. She stated that this principle can be applied'to the current
situation with PG&E's Canadian gas supply. Fot_example; aithough‘

o 0
H Py
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the $3.40 per MMBtu incentive price is wzthxn the compet;t;ve
range, the base level export price of $4. 40 is not. Awardlng
discretionary Canadian gas a higher position in the gas sequence
would effectively reward Canada for high minimm take provisions
at a time when PG&E is soekz.ng reductions in those very provn.s:.ons.
The witness testified that given the ongoing negotxatmons
to reduce the Canadian minimums, and the relatively small difference
in gas cost from resequencing even with the present minimums, PGSE
believes that under current conditions its present gas sequence
best minimizes gas costs consistent with contractual requirements
and goals. As a result, PGS&E has not resequenced dzseret;onary
Canadian gas volumes. The Commission staff and other parties
genexally agree with this action, inasmuch as gas purchase

decisions are subject to review in PGSE's annual reasonableness
review.

GAC Revenue Regpirement'

Based upon our adopted costs of gas, sequencing of gas
puxchases, GCBA level, and GCBA interest rates the following table
develops the GAC revenue requirement for a twelve-month emortmzaticn
period beginning October 1, 1983:

- 11—
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A
/i‘

TABLE 2 | :

PACIFIC GAS AND ELECTRIC COMPANY
Gas Adjustment Clause
Caleulation of Current Recovery Amount
And Revenue Requirement

FORECAST PERIQD: 12 MONTHS BEGINNING OCTOBEf@L;\1933

- _No. , EO _ Ms
ﬁl Current Cost of Purchased Gas _;W " $3,112,987
| 2 Plus: Gas Cost Balance Account . 226,345
s ; ‘ ' h
) 3 Plus: Carrying Cost of Prepaid Gas ‘ 9,410
® * Subtotal - 3,348,742
S Plus: Adjustment for Franchise & Un-
collectible Accounts Expense
(Line 4 x 0.783%) o 26,221
1 6 Plus: Base Cost Amount (D.82- 12-112) ' 818?473
7 Subtotal g o 4;133;436
8 Less: Base and GAC Revenue at Present :
Rates and Revenue from Returmed
Check Charges (excludzng GEDA, CRA - :
SFA and RCS revenue) - 4,209,413 )
9 Difference T LR YO

oAy ST T e

-12-
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Request of Food Processors for Rebate ,

Food Processors wrote to the Commission on July.27p 1983,
requesting an immediate reduction in PG&E's natural gas rates appli-
cable to food processors due to reduced purchased gas costs result-
ing from lower priced Canadian matural gas. The Executive Directox
of the Commission replied in a letter dated August 30, 1983 indica-
ting that gas rate adjustments are normally handled in GAC-
proceedings, and that the appropriate procedure for Food Processors
to follow would be to seek a reduction through partrc;pation in this
application. o

Food Processors objects to the timing of the decrease and
requests a rebate for gas purchased by food processors under
Schedules G-2, 6-50, 6-52, and G-58 for sales occurring during the
period from July 25 through October 31, 1983. Food Processors
estimates that food processors purchased 100 million therms in that
period. It also asserts that such period also coincides with the

1983 food processing season when food processors gas ‘use is the
highest.

Applicant and other parties oppose this requeet. Appli—‘
cant argues that the request constitutes retroactive ratemaking
and is comntrary to the basic concept of the~operation*of"the GBAC.

Staff points ocut that it violates Section 532 of the Publlc
Utilities (PU) Code .2/

Our balancing account ratemaking procedures were reviewed
by the California Supreme Court in Southern California Edison Co.
v. Public Utilities Commission (1978) 20 Cal.3d 813. The court held
that balancing account treatment .of overcollections or under-

3/ In its relevant part § 532 provides that the publlc utllrty
.shall not refund or remit any portion of its rate and charges for:
any product furnished, nor extend to any person or corporation
any facility or privile e except such as are regularly and
uwniformly extended to a%l corporations and persons. :
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collections of fuel costs does not constitute illegal "retroactive
ratemaking." That approval contemplates amortization of over-
collections (or undercollections) on a prospective basis only.

Food Processors' request should be denied because the
request would grant a rebate to only oOne class of custdme:'while 
all other classes of customers would be entitled to a rebate, if it
were appropriate for Food Processors. For this reason, Food Procésso;s‘
request for 2 rebate for gas used by food proéessots during the perioed
July 25 through October 3i, 1983 will be denied. It should be pointed
out that Food Processors' pioposed rebates would apply to P-2, P-3,
and P-4 schedules. The laigeSt amount of the-prdposedvrebatés wéuld
be from P-3 and P-4 schecdules, which are not tied to cost of gas,
but to cost to alternative fuels. Under the ratemaking t:eatment
accorded in the last GAC proceeding and in this proceeding, P-3 and
P-4 schedules are not charged as a resultfof the~reduééd‘PGT?§as
costs, but are related to fuel oil costs. Theréfore; rebates would

not be reasonable to £ood processors taking gas under P-3 and P-4
schedules for the reasons advanced by Food Processors.
Rate Design

To implement the decrease in GAC revenues requested in this
application, PGS&E proposes to allocate the decrease in revende ‘
requirement among its various gas customer classes in accoxdance
with the Commission's rate design guidelines adopted in Decision
(D.) 93887, as modified by D.83-06-004 and D.83-06-607'and Resolution
G-2544. For the purpose of calculating the revenue effect of the
GAC aajustment rates proposed, PGSE used present rates;,‘
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As this application will be decided in conjunction with a
decision in PGSE's current general rate proceeding in‘A‘82412—48;
we will use the rate design guidelines adopted in that‘debision, and
will incorporate in the rates adopted in this decision the 1984 base
cost of gas found reasonable in A.82-12-48. |

The guidelines provide for indexing and/or referencing gas
rates for prior;ty P-3, P-4, P=-5, and P=6 industrial customers to the
cost of alternate fuels.®’ Inasmuch as this proceeding codtéihS'mo:e

4/ The following schedules are referenced or indexed to the cost of
alternative fuels: .

Schedule G~50 - Applicable to P-3 and P—4f¢ommercial and,
industrial customers with capability to use
No. 2 distillate fuel oil.

Applicable to P-3 and P-4 commercial and
industrial customers with capability to use
Ne. 6 fuel oil. ‘

Applicable to PG&E's-steam-electriCxoperations
(P-5).

Applicable to steam-electric operations of
cogenerators (P=-5).

Applicable to Edison's steam-electric opera- |
tions at its Coolwater generating plant (P=5).

Experimental rate applicable to large industrial
customers using No. 6 fuel oil as an alternate
fuel, who use 200,000 therms or more of gas
monthly. Subject to curtailment before P-S
customers (P=6).

Experimental contract rate appiicable-to secon-
dary oil recovery facilities which use crude oil
as alternate fuel (P-6).. i :
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. recent data on £uel prices and the poss;b;l:.ty of fuel sw:.tch;.ng than
she ré&cord in A.82-12-48, we will use the alternate fuel price data
in this record to set P-3 through P-6 rates.

avzdence was presented in this proceedxng and in
A.82-12-48 on the PGSE's proposed cancellatlon of its G-52 rate
schedule on January 1, 1984, and upon changes in the experimental R
G-58 schedule established in Interim D.83-06-004 issued Jume 1, 1983
in A.82-12-48. We rely on the record in A. 82-12- 8. ‘oz revzew of ‘
PG&E's proposed cancellation of its G-52 schedule and upon thls recordr
for revision of its experimental G-58 c'c‘:xedule. ‘

In this application PG&E proposes. to rev1$e its G—SO
schedule to index that schedule to changes in the cost of alternate
fuels. PG&E and staff have, offe:ed alternate proposals for the G-SO

schedule, dependzng whether or not the G=52 schedule zs cancelled.
G-52 Schedule

In the dec;szon issued in A 82-12-48, we have concluded

. that the G-52 schedule w:.ll be cancelled. =
Schedule G-50 ,
The present G-50 rate is set at a flve-cent dlfferentlal
over the present G-52 rate, and is related T the cost of No 2
stzllate fuel oil.
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In the application, PG&E proposed to index its G-SO-fate.

schedule so that it may respond to changes in No. 2 distillate fuel
il prices. PG&E initially proposed that the existing»c-so’:ate be

zaintained and that the indexing mechanism reference the'GASO”raté-
to prices of No. 2 distillate fuel oil as posted in Platt's Oilgram
on the first trading day of each month. The per therm charge would
increase or decrease by the percentage change in the oil price -
index, if the calculation should change the commodity charge by
more than 2.57%. PG&E proposed that, upon cancellation of the
G-52 rate schedule, G-52 customers not eligible for Schedule G-58
be transferred to Schedule G-50. - |

In its initial proposal in Exhibit 8, the staff proposed
a three-tier G-50 rate schedule. The first tier would provide
a rate of 59.041 cents/therm for the first 35,000 therms used per
montk, the second tier a rate oﬁ 56.541 cents/therm for the“next‘
35,000 therms used per month, and a rate of 54.041 cents/therm for
usage over 70,000 therms per month. As part of this proposal, staff
recommended retention of the G-52 rate schedule. |

In response to the staff proposal, PG&E, im Exhibit 23,
proposed an alternate two-tiexr rate structure: for the first 200,000
therms per month, a rate of 59.041 cents per therm, and over thaﬁf
amount a rate of 54.041 cents/therm. PG&E showed in Exhibit 23 that
the staff G-50 rate proposal im Exhibit & would reduce annual (
revenues by $22.6 million, while PG&E's préposal would redﬁce
revenues by $14.512 million. '
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In Exhibit 33, the staff proposed that should Schedule G=52
be canceled, G-52 customers not qualifying for Schedule G-58 should
be transferred to Schedule G-50 and that a two-tier G-50 schedule
be established with a rate of 57.041 cents/therm for the first
100,000 thexrms per month and 54.041 cents/therm for usage over that
amount. The staff witness testified that a two-tier rather than
three-tier schedule was proposed with higher usage in the first
block in view of adverse revenue effect of its initial pi@@osal. EG&EWS'
witness testified that the Exhibir 33 proposal wa3vsignificantly
superior to the Exhibit 8 proposal in that the revenue reduction
was cut in half. '

While PGSE would index its two-tier raté schedule, staff
would not. The base distillate fuel oil price'recémmendéd‘by'PG&E
to calculate change in its indexing formula iSi80.25‘¢ent3'pet‘gallon.
the August 1, 1983 posted price in Platt's Oilgram.2/

5/ TIURN proposed the following ordering paragraph to avoid a conflict
about the initial price to which the indexing is to apply:

"The G-30 rate shall be set at 59.041 cents per
therm, unless the average of the high and low
Platt’'s prices for No. 2 fuel oil for the first
trading day of the month in which these rates
become effective differs from the base price of
80.25 cents per gallon by more than 2.5 percent.
In that event, the G-50 rate shall equal the
ratio of the current price to the base price,
multiplied by 59.041 cents per therm."
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PG&E advanced the following Teasens for indexing the
G-50 schedule. PG&E has gas available in excess of immediate
needs. A significant amount of industrial load may be lost because
of fuel-switching when oil prices fall below industrial gas rates..
Since industrial sales are desirable for load balancing and fixed
cost recovery, it is necessary that PG&E respond to current market

itions and address these divergent supply and demand develop-
ments. Through indexing the respomse in low-prioxrity gas rates
to changes in market conditions can be improved.

According to the PGSE witmess, the burning of distillate
fuel oil, as opposed to heavy residual fuel oil, poses few diffi-
culties. Therefore, PGSE believes that without indexing, the
policy of setting the G-50 rate at the level of distiliate'priées‘
could lead to significant fuel-switching if the No. 2 fuel oil
prices subsequently drop. The present G-50 rate has never exceeded
distillate prices long enmough foxr serious fuel switching to oceur..
Nevertheless, in May, 1983, when the G-50 rate was 56.502 cents/therm
and the posted price of distillate was 55.83 cents/thefm, three
custoners lefr the system including U.S. Borax, which annually uses
approximately 40 million therms of gas.

The staff witness testified that a tiered G-50 schedule
without indexing is preferxrable to a nontiered indexed G-50 schedule
because a tiered structure would provide a smallexr differential
between tiers necessary to prevent fuel swztchzng.

Schedule G-55

Schedule G-55 is applicable to sales of gas to PG&E s
electric generation facilities. PG&E's witness testified that the
Proposed rate is equal to PGSE's marginal oost of purchased No. 6 low sulfur
residual fuel oil (LSFO). Exhibit 25 states that while no LSFO
purchases are estimated to be required during~the forecast period,
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any LSFO purchase would be consummated at its Chevron contract.
price, which it estimates to be about 53.9 cents/therm. This
price has not changed from the preceding offset proceeding. DPGSE
pProposes to maintain the G-55 rate at its presentyiével; Othex -
parties concur. '
Schedule G-57

The Schedule G-57 is on the same level as' the G-55 rate.
PG&E proposes to maintain the G-57 rate at that level. ‘The G-57
rate applies to gas burned at Unirs 1 and 2 of Edison's Coolwater
Electric Generation Plant (Coolwater). Edison proposes an oil
indexed rate that (a) is competitive with the cost of LSFO avail-
able to Coolwater (which Edison contends is in the 45.8 to 49.2
cents/therm range) and (b) does not exceed SoCal Gas' indexed
nonespisode day GN-5 rate.&/ Because alternate fuel costs are
below PG&E's G-57 rate, Edison states that it,ﬁill continue to
use PG&E gas at Coolwater only on episode days oxr when overriding
operating conditions dictate. |

Edison’s Coolwater plant is used primarily as a peaking
facility. All of its other fossil fuel peaking plants are located
in SoCal Gas texxritory. Edison's testimony shows that, even though
LSFO costs are substantially below gas costs atlcbolwater, Edisonj
would shift load to other peaking plants rather than burn fuel oil
at Coolwater. Therefore, Edison's alternative fuel at Coolwater,
in essence, is gas supplied to other fossil fuel peaking p;ahts
under SoCal Gas' Schedule GN-5. -

6/ Tuel oil may not be burned on so-called "episode days" during
whick air pollution is high. SoCal Gas' GN-5 rate applicable on

episode days exceeds PG&E's G-57 rate.
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The Commission staff proposed that the G-57 be indexed to
Singapore Cargo low-sulfur waxy residual fuel oil (LSWR) in the same
manner as SoCal Gas' GN-5 rate is indexed. The rate would change
twice monthly. Staff proposed an initial rate of 47.310 cents/therm,
which is the current GN-5 rate. The staff reasoned that itS“perCSed
G-57 rate would allow PG&E to retain, or perhaps'slightly'increésé;
sales to Coolwater. | o

Cross-examination of Edison's witness developed that
Edison's current forecast for Coolwater provides for operatioms at
a 5% capacity level in 1984, assuming the éuxrént'Gr57 rate. Edison
would use Coolwater at 20% capacity level on episode days when PG&E
gas is cheaper than SoCal Gas episode day gas. Edison may maintain
the 207% episode day capacity level on a year-round basis if the
staff proposal is adopted. However, the witmess indicated projected
use of gas at Coolwater probably would not incredse”appreciably if.
the G-57 rate is lowered as Edison may decide to burn fuel oil
rather than gas. | o

PG&E opposed both the Edison and staff proposals. It
contends that either of the proposals would reduce PG&E's revenues
without materially increasing use of gas at Coolwater. |

Schedule G-58 , |

Schedule G-58 was established on an experimeﬁtal\basis
by D.83~-06~-004 issued June 1, 1983. The schedule was established
to mitigate fuel switching by large industrial customers. The
record in A.82-08-51 forecasted a market, loss of:upftb.97‘million
therms, and a loss of margin contributions of $17;S t0‘$19;5wﬁillion
wless the large industrial customers having ability to purchase
and burn fuel oil were retained on the system. The margin loss, |
if it materializes, would have to be made up through higher rates to
high priority residential and commexcial customers.. Iﬁ'ofdet't6~
limit access to the G-58 rate to custdmerslwith‘true‘fuél—switching

\,
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potential, the interim order established a number of rigorous tariff
provisions. | _ .

Considered at that time were reductions in'all léw priority
rates sufficient to prevent additional fuel switching. Because of
the substantial increases (up to 65%) requiréd‘of high priority
customers, this alternative was rejected. | | |

In this proceeding representatives of industrial customexs
have requested that the requirements for service under Schedule G-58
be relaxed or eliminated. In addition the staff proposed changes

. in the governing wules. ‘ B L

U.S. Borax presented two witnesses. The first testified
that U.S. Borax would be able to comply with Kern County air quality
control emission requirements; and could modify its plant at Boronm
to convert its alternate fuel capability from No. 2 distillate fuel:
oil to No. 6 HSFO. The second witness testified that U.S. Boxax

. (1) burned distillate at Borxon for a several-month period when No. 2
distillate fuel oil was cheaper than gas, (2) can purchase No. 6 |
HSFO on the spot market at a cost substantially cheaper than distillate
and cheaper than the present G-58 rate, and (3) is prepared to: make
the substantial investment necessary to convert its storage facili-
ties from distillate to No. 6 HSFO in order to have the capability
of using the cheaper HSFO. U.S. Borax is the largest PG&E industrial
customer using No. 2 distillate fuel oil. Borax currently uses more
than 40 million therms per year and its annual usage will increase
by 29 million thexrms upon completion of cogeneration fadil#ties‘
scheduled for next year. .

U.S. Borax requests the requirement,that~an iﬁdtstria1
customer has the capability of burning No. 6 fuel oil as. an
alternate fuel be relaxed so that it can continue to use distillate
as an alternate fuel, thus avoiding the-$7l9‘milliqn investment
necessary to convert its facilities. U.S. Borax argued that such
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induced investment is umeconomic because it diverts investment

funds from more productive uses, and because U. S. Borax would burn
No. 6 HSFO' when it is cheaper than the G-58 gas rate. U.S. Borax
estimates that it would save about $5 million annually by burning
No. 6 HSFO instead of gas. This saving would Increase to-$8:mlllxon
annually when its cogeneratiom facility is completed. :

Food Processors testified that recent legzslatzon relaxed
air quality control standaxds for food processors: therefore, food
processors could convert present facilities from distillate to
No. 6 fuel oil without violating air quality. control standards.

Food Processors testified that many food processors are mot certaiu
at the beginning of the short canning and packing season whether

they can meet the minimum charges and/or minimum quantity requmrements“
for service under Schedule G-58 but, because the pack size is greater
than expected, f£ind later that they would have qualified. For these
reasons, Food Processors asked that the minimum charge and minimum’
quantity requirements of Schedule G-58 be re;axed and that the
requirement for No. 6 fuel capability be eliminated for food procee-
80xs. Food Processors also requested removal of the restriction on
gas service under other schedules during an econmomic curtailment '
of service undexr the G-58 schedule. Exhibit 27 shows that of the
22 customers served under Schedule G-58 as of September 22, 1983,

all but two are food processors.

Glass Containers’ witness testified that the company has.
two manufacturing facilities served by PG&E. It mow has dlstxllate
alternative fuel oil eepacity at these plants. It has requested
and received approval from the San Francisco Bay Area Alr Quality Manage-
ment District to burn LSFO at its plants. Glass Containers plans
to install No. 6 fuel oil capacity in order to obtain service‘under
the lower G-58 schedule. Glass Containers seeks elimination of
the G-58 sexvice requirement to maintain heated oil in storage for
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immediate use in the event of curtailment. PG&E's witness testified

that it expects no curtailments in the forecast year.: |
UC's witness testified that UC is eligible for service

at several campuses under the G-58 schedule but is reluctant to

opt for service under that schedule because of‘uncertainty about

the application of some of the conditions for service. The witness

urged that Schedule G-52 be retained or that Schedule G-58 be |

5,

anmended to eliminate the provisions which have prevented UC from
taking sexvice. 'These provisidns concern curtailments as discussed by
Glass Containers above; and whether minimum quantity provisions are, in
fact, "take or pay" requir@hents, which UC is prevented By Ydw from, in-
cluding in ifs’ contracts for purchases of maﬁerials.-'ThE'I&tﬁgiém
‘question is one which this Commission cannot resolve.
OQur staff proposed several changes in the regulations
governing the eligibility for service under Schedule G-58. The ~
. proposals are summarized below. | |

1. Delete the requirement that the customer must
have the capability of burning No. 6 fuel
oil as its exclusive fuel on a regular
basis. This provision would be replaced
with a requirement that the customer shall
have adequate standby equipment and fuel
and the equipment which is ready for
immediate operation during curtailment.

Delete the deposit charge (the difference
between the Schedules G-52 and G-58 rate
times the number of therms delivered in
the monthly billing pexriod). The deposit
charge is refundable, with Interest, after
three months' service under G-58. It is
forfeitable if a fuel other than No. 6
fuel o0il is used at any time.

Deletion of the annual minimm chaxge.
(The monthly minimm charge for sexrvice
is 407% of one-twelfth the projected annual
minimum take, accumulative annually.) “

..
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of the G=-58 rate schedule.
kigh priority customers.

priority customers.

customers of $31 million.

Replace the deposit charge and annual
ninimum charge with a monthly minimum
charge for 200,000 therms. In the event
of curtailment the monthly minjmum charge
would be prorated.

Retain the 2,400,000 therms per year or
200,000 therms per month reqm.rement for
service.

Retain the iIndexing of the G-58 rate at-the

west ¢oast, wholesale price of No. 6
ESFO. e

Retain the application of the G-58

schedule to cogeperation and ( G-57 e
customers wh;.ch _meet the volume requ:,re- ,
ments ‘for service under “the 6-58 schedule.

Staff proposed the foregoing changes to alleviate the
problems described by industrial customers in this proceeding.
of these same problems were considered Before the adoption of the
experimental G-58 rate schedule.

. PGS&E opposed any changes in rules governing the application
It is PG&E's policy mot to reduce prices
when revenue would drop, as reduced contributions to marg:.n by low
priority customers must be offset By iIncreased contributions by
PG&E presented in rebuttal Exhibits 29
and 33 calculations of the revenue effect of staff proposals to
reduce rates or broaden provisions of schedules appl:!’.cable ‘to low .
PGSE estimated that annual revenues from
industrial and steam electrié customers would be reduced by
$61 milliorn, and that shortfall would be recovered by mcreased,_;
rates for commercial customers (G-2) of $25 million amnd residential
While the assumptions made by PGSE
concerning the migration of indugtrial customers to the G-38
schedule are not supported by the record, the calculations indicate
tbe mag::uwd’e ‘Of the"Botential Fevenve shifts resulting from staff proposals.
"'-PG&E strongly opposed the request of U.S. Borax and
Food Processors to open Schedule G-58 to customers who have the

«25«
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potential to burn No. 6 fuel oil, but who have not actually installed
No. 6 fuel oil capability on the basis that’No._6vfue1voi1‘i$_ﬁ6t 
the customers' true alternate fuel and thus such customers do not
require as low a rate to continue to burn gas; and that such pro-
posals would cause a revenue loss from industrial customers without
producing any offsetting benefits to other customers.

TURN believes that the G-58 rate should have been raised in
accordance Wiﬂuthe:indexing formula as the initial rate was refer-
enced to the prevailing oil price current at the time of D.82-12-111
rather than the price current on the effective date of the tariff,
as contended by PG&E. To remove any further ambiguity, TURN
proposed the following ordering paragraph:

"The G-58 rate shall be set at 46 cents per therm,
unless the average of the high and low Platt's
prices for No. 6 fuel oil for the first trading
day of the month in which these rates become '
effective differs from the base price of $25.75
per barrel by more than 2.5 perecent. In that
event, the G-58 rate shall equal the ratio of
the current price to the base price, multiplied
by 46 cents per therm."

Schedule G-59 | |
In Resolution G-2544, we authorized PG&E to implement an

experimental gas Schedule G-59 for gas service to secondary oil |
recovery facilities which use crude oil as the alternate fuel. The
G-59 rate is established wmonthly based on bids by the customez's
above a minimum level designated by PG&E. Service under this new
Tate schedule reflects PGSE's estimates of accepted bids and G6-59
sales for the forecast period consistent with Resolution G-2544.
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Rate Desi§n Guidelines Adopted
...-4

= Im A.82-1

3

The decision issued in A.82-12-4

guidelines which are to be followed in the proceeding.

The following summarizes the general zas rate guidelines

pextizent TO
l.

wn

this dec¢cision: ‘ _

Baseline quantities will de implemented
May 16, 1984. Thus, lifeline quantities
will be used for this application.

Residential rates will be comstructed a
two tier system in place of the current
three tier system.

The rates resulting from the application

of the guidelines will produce total -

effective rates rather than preliminary -

~ates to which are added the RCS, CFA,. SFA,

and GEDA revenues, as we had done in the

past. o o L

The rate setting utility concept shall be

applied to resale rates. Thus, Pale Alto

and Coalinga shall be assessed the same resale

rate as CP National and Southwest Gas Corpora-
Zom, including all add-ons, and none of the
resale rates shall exceed 85%.0f PGE&E's
system average rate. ' .

Rates set on marginal coSt concepts:

a. The lowest rate should not be
less than 39.9 cents/therm.
(Marginal operating cost of
35.62 cents/thexm plus 127
premium.) -

b. DPGE&E's altermate fuel priée is _
48 cents/therm (spot market price).

c. The system average rate Is

54.223 cents/therm. :

8 contains the rate design ©

~
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The G=50 and G-58 rates are.
set in this proceeding.

. The G-55 rate (PG&E thermal
plant rate) and the G-57 rate
(Edison thermal plant rate)
should be set at PG&E's contract..
fuel oil price (53.948 cents/therm) .

The G-52 rate is canceled and
customers formerly on the G=52
schedule are eligible for either a new
bifurcated G-50 schedule or a

G=-58 schedule.

The specific guzdellnes set forth in therdec~s;on in
A.82-12-48 are as follows:

Step 1. Adont a sales profxle, marglnal cost (alternate
fuel oil price), marginal operating cost (swzng fuel), tevenue
recuirement and system average rate.

»

Step 2. ualculate resale rates and as;oczated revenue
requirement.

Step 3. Calculate the mndexed rates and revenue requzre—
ment (G-50, G-58, and G-59).

Step 4. Set the G~55 and G—S? rate° ecual to PG&E s contract
fuel oil price (53.948 cents/the:m).
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Step S. Iucrease ‘the "average. G—1 and G-2 by equal L 1
cents/therm until the revenue requxremene is reached.
Discussion

The objectives of the PG&E and staf‘ proposa‘s in thzs
proceeding for Schedule G-50, G-55, G-57, and G-58% are essentzally
the same, that is, to prevent Surther fuel swmtchmng by customers
with alternate fuel capabilities. DPG&E's view is that the rate:
design for P~3 through P-5 customers should ‘naximize ”G&E s revenues.
Thus, PGSE does not attempt tO avoid all fuel swmtchlng in its
proposed rate design. It believes that‘rates set so low as. to
" retain all present P-3 chrough -5 customers on its system.may
wmecessarily lower overall revenues, thus shzftzng a maxlmum revenue .
burden on P-1 and P-2 customers. TURY, which Is przmarz v concerned
with rates for residemtial customers, suvports vG&E s’ rate deszgn |
concepts. ' : : ,
' ' Staff, on the other hand, proposes rates-which are designed’~'
to retain the maximum number of P-1 through P-5 customers on PGE&E's
systex. These proposals shift an. estimated $40 million or more |
annually from P-3 through 2-5 customers to residential and small
commercial customers. We cannot accept the staf"s rate des;gn in
concept, as we do not believe the assocxated revenue shiftg are !
reasonable, desirable, or necessary.

We should not attempt to refime our rate des.gn gu;delznes.'
o mee:z the needs or requirements of individual Lndustrlal customers
such as U.S. Borax, Glass Contaimers, or UC. We cammot £ind

. reasonable on this record the sweeping changes proposed in: the
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Tules governing the G-58 schedule which would open'that«SChédule
to customers who do not have the true capability to burn No. 6 fuel
oil should an actual curtailment occur. | ”
G=-50 Schedule

| We concur in PG&E's recommendation that Schedule G-50
rates should be indexed. Witk the rapid changes in oil pridés
within each GAC period, indexing will maintain G-50 gas rates as
close as possible to alternate fuel pricés“in order to avoid further
fuel switching by P-3 and P-4 customers. We also concur in the
staff's proposal for a two-tiered G-50 schedule. With,the cancel-
lation of Schedule G-52, a two-tiered Schedule G-50 will provide
rates more closely related to altermate fuel costs than a single-
tiered rate structure. The staff'é'proposed‘breakpoint'between'
tiers of 100,000 therms per month appears reasonable and will be
adopted. The second tier will be indexed to the cost of HSFO in
the same manner as the present G-52 rate and first,ciergwill\be
maintained at a level three cents/therm higher. This will restore
the formexr differential between distillate and HSFO in Schedules
G-50 and G-52. | "

Quéstions~were raised cbﬁcerning the adequacy of Platt's

oilgram to produce accurate assessments of the costs of alternate
fuels, comsidering that PGE&E's customer surveys indicated that
large customers could purchase fuel oilin the spot market at prices
lower than shown in Platt's. While Platt's may not precisely
measure California fuel oil prices, it accurately reflects the
changes in fuel oil prices from one period to another. In this
decision, we are moving from fixed P-3 and P-4 ratesydirectly related
to Platt's oilgram data, to ?-3 and P-4 rates which are‘iﬁdexédvtq
Platt's. The initial rate for each indexed schedule should asccurately
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reflect current pr:ce of alternate fuel oil. Iz sett.ng -3 and
P-4 rates in this dec:sxon, we will look beyond Platt’'s o;lgram to
other data in the record to assuxe an accurate assessment of the
inirially established levels of P-3 and P-4 rates. .

Based on the costs of altermate fuel in.this recofd; we
conclude that am initial G-50 first-tier rate of 57.041 cents/themm
and a second-tier rate of 54.041 cents/therm will be reasonable and
consistent with the discussion in the deczslon in A 82-12-48.

Urility Thermal Generation Rates ‘

In accordance with the specific guidelines inm A. 82-12-48,
the Schedule G-55 and Schedule G-57 rates are set at PG&E'
contract fuel price of 53.948 cents/therm.

G-5& Rate Schedule

The G-58 schedule 1s an ewperzmental rate designed to-
Teduce fuel shxf::ng by mawor industrial customers. The eligibility
rules were designed to restrict the schedule to customers havzng

actuwal rather than potential capab;l;ty to burn No. 6 fuel oil.
The proposals to modify Schedule G-58 would liberalize che_:ules
so tkat customers without the actual capability of burning No. 6
fuel oil would be eligible. Similarly, minimum charge brovisionS'
would be relaxed to the extent that elmgzbllzty would be extended
to smaller customers (1) who may not be able to purchase fuel oil at
rices available to larger customers, (2) who have less econom;c 1ncen-
tive to fuel switch, and (3) who may not have‘:he‘longfterm capability - .
to burn fuel oil instead of gas. It does not appear neééséat?ﬂon ”
this record that the 6-58 rate must be extended to the iétte: grdup ‘
of customers to retain them on PG&E's system. ‘“he'proooéed'amend--
ments to Schedule G-58 would be contra*y to the Lntended purposes
for which the experimental schedule was established.

Eowever, the primary reason Sor rejectlng the prOposed
amendments to Schedule G-58 is che large revenue shift from P-3
and P-4 industrial customers to residentiél‘éﬁd[comﬁefcial customers.
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We do not believe the revenue shift would be reasconable or appropri&te‘

under circumstances now existing. Therefore, the proposed amend- f
ments to Schedule G-58 will not be adopted. UUS Borax, indicated
that it is prepared to take the steps necessary +o establish
ellg;b;lztv for Schedule G=58. While this would requzre U s. Borax
to invest in Neo. 6 fuel facilities which would- not othe*wmse be
necessary, we cannot make an exception to the tariff rule for the
benefit of one customer, nor should we relax'the rule'selelv to '
accommodate U.S. Borax. U.S. Borax indicated on the record that
it could purchase BSFO at a cost below the G=58 rate, and probably
would burn HSFO should the necessary facilities be installed..
Thus, gas at the G-58 rate would not be U.S. ‘Borax's true alternate
frel whern it actually achieves the ability te burn HSFO.

Proposed rule changes in the G-58 srhedule znvclvmnq
curtailments do not appear necessary at this tlme as’ PG&E and

our stas £ predict no supply or economic curtailments in the
forecast veriod. '

PG&E was directed in D. 83-06-004 tc report on. the ef‘ect
of G-58 rate on G-50 customers.‘ PG&E made no comprehens;ve report
because th;s GAC apnl;cat;on followed closely the ‘xl;ug date of

he G-58 tariff, and it had little experience under Schedule G-58
PGLE testified that it expected substantially more response to
Schedule G-58 than the 22 customers served under that schedule in
September, 1983. Parties urged that PG&E be directed to-make~the
comprehensive report in its next GAC. PG&E'concﬁrredJ;n that
request if no substantial changes are made in the G-58 schedule
in this proceeding. As we are not at this time adopting“any'major‘
changes in the schedule, PGS&E will be directed to make lts _
comprehensive report in its next GAC fllzng. We will requ;re PG&E
to prov;de at the time of its next GAC lexng.

v
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Alternative rate schedules designed for
customers who have left or may leave the
system. This should include, but is not
limited to, additional tier or tiers or
changes in existing tiers for 6-50, &-58,
Or SOme new schedule.

A 12-month-ending bill frequency analysis
for all industrial customers, whxch will
De revised every six months.

An analvsis of 24-month of:recdrdéd data
by each commercial rate schedule.

The estimated number of customers and sales‘
by month for G-58 and alternate proposed
commercial schedules.

Our staff is directed -to analyze the above data and prepare alter—
native rate proposals for presentation xn PG&B s next GAC.(
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» We believe there are at least four viable alternatives
which were not fully explored in‘thisnproceeding to the precenc‘d_
G-58 Schedule for large customers who do not have the capabxlxty' |
of burning No. 6 fuel oil.

1. Open Schedule G-58 as proposed by staff

2. Open Schedule G-58 and change the mxnmmum‘
takes or create one oOr more additional
tiers or some combination of these.

3. Create a new schedule for large volume
users who do not have the capability of
burning No. 6 fuel oil.

4. Create an additional tier for Schedule’G-50. -

We are concermed that the recoxd before us does not
provide sufficient data to analyze the extent of‘the'possible‘revenue
shifts associated with the adoption of any‘of'the‘above‘alternatives.
We wish to explore this issue.now, rathex than deferring it to
PGSE's August GAC proceeding. Thexefore we will set'heaﬁiﬁgs‘
within the mext month or $o to undertake this review.

TURN's request that we clarlfy the reference poxnt fuel
oil price ﬁm:cnanges in the G-58 rate is rcasonable and wmll be
adopted.

Schedule G-59 and resale'Schedules7G 60 thrcugh G-63 wcre‘
not in dispute. PG&E s proposals with respect to its G-59 Schedule
1 be adopted. " Resale rates will be computed in accordance with
‘the guzdelmnes adopted in the general rate proceedzng. '
Adovted Rewenue Reguirement and Rates

The specific revenue requirement which we £find reasonable
for the purposes of this proceeding 'is set forth in Table 3. The
table includes the 1984 test year base cost amouht‘adopted-in‘
A.82-12-48. Table 4 sets forth the SPGlelC rates ceszgned 13
recover tnat revenue requirement, ‘ '
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indings of T ct

1. PG&E requests authority to decrease its gas revenues
by about 0.3% or approximately $13.2 million annually*undér,its‘GAC.

2. PG&E's estimates of sales and gas takes for the l2-month
forecast period commencing October 1, 1983 are reaSonable. ,

3. The adopted estimates of gas costs for the forecast

riod are reasonable. ‘

4. The present formula for sequencing El Paso gas versus
California Gas is reasonable and should be retained. |

5. The revisiorn in PG&E's G-50 schedule which will
establish 2 two-tier rate system and will vary the G-50 fate
based on chances in HSFQ fuel oil przces qﬂll be reasonable in
view of the cancellation of Schedule G-52. ‘ _

6. The proposed revisions to PG&E's G-57 schedule will not
result in sufficient additional sales of gas to Edison's Coolwater
plant ©o offset losses to margin.

7. PG&E's experimental G=58 schedule should continue te
apply only to large volume customers who have the true capacity
to burn YNo. 6 ‘uel oil on 2 continuing basis. |

8. Proposed changes to Schedule G-58 have not been shown to be reauonab’ey-‘
on this record. Further hearings should be held as indicated in the opinion.

9. The price of alternate fuels have not matermally changed
£rom the last proceeding (D.83-06-007).

10. The second-tier Schedule G-50 rate applzcable to monthly
usage above 100,000 therms shall be set at 54.041 cents/therm unless
the high Platt's prices £or San Francisco-East Bay low sul‘u~ No. &
fvel oil for the £first trading day of the month iz waich these rates
become effective differs from the base price of $30.62 per barrel
by more than 2.5%. Ia that event, the second-tier‘G—SO'ratevshgll
equal the ratio of the current price to the base price, multiplied ‘
by 54.041 cents/therm. The first-tier G-50 rate shall be mainta;ned
at a level th_ee cents/tbe:m higher than the second—tier rate
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11. 7The G-58 rate shall be set at 46 cents/therm, unless the
average of the high and low Platt‘'s prices for No. 6 fuel oil for
the first trading dav of the month in which these rates,become‘
elfective differs from the base price of $25.75 per barrel by more
than 2.5%. In that event, the G-58 rate shall equal the ratio of
the current price to the base price, multiplied—by 46 cents/therm.

12. No change should be made in rate schedules for P-5
customers, which are tied to alternate fuel prices. .

13. It is reasonable and consistent to revise the balance of
PG&E's gas rates using the rate design methods described in the
decision issued in A.82-12-48.

conclusions of law

1. 'The gas revenue requirement set forth in Table 2 (a, reduction of
_515,977,000) for the 12-month forecast period beginning October 1, 1983 and the
associate rates set forth in Table 4 are reasonable and justified. .

2. PG&E should be authorized to revise its gas rates as.
set forth in Table 3, effective as provided in the decision issued
in A.82-12-48. |

3. The appropriate rate levels of experimental Schedules _
G-58 and G-59 should be reviewed in PG&E's Kugust L, 1984 proceeding.

4. PG&E should complete its 1nvest1gatxon of the effect of
its G-58 rate on G-50 customers and should present its report and
recommendatlons in its next GAC filing. _ :

5. This order should become effective on the date of issuance
50 that the revised rates may be published to.become effective
concurrently with rates established pursuant to the dec;sion
issued in A.82-12-48. _ .

6. TFood Processor's request for retroactive rate relief
is contrary to our balancing account rate-making procedures and
would constitute a violation of Section 532 of the PU Code.

Such relief should be denied.
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INTERIM ORDER

IT IS ORDERED that:

1. Five days after the effective date of this order, Pacific
Gas and Electric Company is authorized to file revised gaé\tariff
schedules reflecting the rates shown in this decision and cancel

ts presently effective schedules. The revised tariff schedules.
shall become effective when filed, but not earliet than Jdnuary 1,
1984. The revised schedules apply only o servi;e rendered onyor
after their effective date and shall comply with G.0. 96-A.

2. Pacific Gas and Electric Company shall ihvestiéate‘the
effect of its G-58 rate on G-50 customers and shall presesnt its
report and recommendations in its next GAC proceeding.

3. The reguest of California League of Food Proccsso:s for
a rebate for £ood procescors £or sales occurring from July 25 =
October 21, 1983 is denied. |

4. This proceeding should remain open forffﬁrther‘hearing‘
for the purposes indicated in the opinion.
This order is cffectlve today.
Dated DEC221935 ., at San Francisco, Cali_fornia.”

 LEONARD 1. GRIMES, JR.

: pry
‘.VICTOR~GABVO?TQ dent

fPRISCIIiA.c. ‘CREW

"DONALD VIAL: ““”

WILLIAMZ! BaGLEY '
' Coaniaaionows




| A.83-08-38 ALJ/ra/ec * . o

INTERIM ORDER

: IT IS ORDERED that: _
L 1. Tive days after the effective date of this order, _Pacifié:
éas ané Electric Company is authorized to file revised gas tariff
schedules reflecting the rates shown in this decision .and cancel .
its presently effective schedples. The egaAarsz schedules/"/*ﬁ%'% ’ '.
. | sheli-become e‘fectz.veug/n:ﬁk £ |
' /,'4 Soem January 1, 1984. The revised schedules app only to erv:.ce
*endered on or after their effective date ‘ m’fé 3 65//4
2. Pacific Gas and Electric Compan Shall :.nvevt:.qate tl*e
effect o‘ its G=58 rate on G-50 custome.rg and shall pre sent its
report ané recommendations in its nexéchC proceedlnga _ B
3. The request of California League of"Food'Proéessors'for-"
a rebate for food processors for sales occurr:.ng from J‘ulv 25 -
. October 31, 1983 is denied. . _ T ‘ | _
4. This proceeding ghould remain open for further hearing
for the purposes indicated in the oPinioﬁ.’ o I
This order i,s}:ffective today. |
Dated  DEC 22 1983 » at San Franciseo, Califoraia.

LEONARD M. GR.‘.I“""S. IR
( - ?x'e dent
! ‘ o VICJ.O:\ CAI:VO ~
: . : : © PRISCILIA Cv GREW
' - DONALD VIAL - '
WILI.IAM T.: BAGI.“Y
: Cm&asionera



