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Decision No. 87937 OCT 121977 

BEFORE THE PUBLIC UTILITIES CO~~ISS!ON OF THE STATE OF C~IFO&~IA 

In the ~~tter of the APplicat10n of ) 
SAN DIEGO GAS & ELECTRIC COHPA.\T'! ) 
for Authority to Increase its Gas ) 
Rates ~~d Charges to Offset the ) 
Increased Costs of Purchased Gas. ) 

--------------------------------) 

App11cation No. 57179 
(Filed rlIarch 29:t 1977) 

ORDER MODIFYING DECISION 
NO. 87; 86 AND DEl'JYINO REHEARING 

A pet1t1on for rehearing and reconsiderat1on of :~ci~~on 
No. 87586 and for suspension of rates and refund of certa1n ~oney 
pa1d thereunder has been filed by California Manufacturers Associa­
t10n and a response thereto has been filed by San Diego Gas and 
Electric Company. We wish to clar1fy our ratio~ale ~n not r~!s1ng 
the rates for life11ne quant1ties at this t1me. In adopt1ng the 
rates authorized in Decision No. 87586, we ~ere ,artlcularly consclou. 
of the dec11n1ng availability of natural gas as that fact w~s so 
clearly brOUght out in Case No. 9884 and Case No. 9642. Also ",re 

were attempt1ng to make an important first step towzrd a r~te struc­
ture wh1ch w1ll s1gn1f1cantly encourage conservat1on of a ~carce 
coc~odity. In deC1d!ng not to raise the rates for !ife11r.e quanti­
ties at this t1me we cons1dered 1t reasonable to co~clude that a 
s1gn1ficant differential between life11ne rates and t:"lC ':'nverted 
rates would tend to encourage conserva~ion oy res1dc~~1al customers 
in the above lifeline blocks. Ra!sing the life~1ne rates wo~ld 
tend to d1m!nish that effect. 

Moreover, raising lifeline rates in this of~set ~roccee1ng 
would require that we balance the revenue effect of that increas~ 
by setting lower rates for non:-es!dent!:;:.l users ~ha.r. those ~'1e found 
to be reasonable 1n l1ght or the cr! t1cal need. to C01'lSerVe sas. 
This 1n turn would work aga1nst our conservation goa:s. 
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The Comm1ss1on has carefully cons1dered these pet1t1ons and 1s 
of the op1nion that Dec1s1on No. 87586 should be modif1ed but that 
good cause for rehear1ng, etc., has not been shown, therefore 

IT IS ORDERED that Dec1s1on No. 87586 is hereby mod1f1ed to 
1nclude the follow1ng find1nGs of fact: 

8. Not 1ncreas1ng the rates for l1feline quant1t1es at th1s 
t1me w1ll enhance the conservat1on effect of an 1nverted rate 
structure for residential customers. 

9. A rate des1gn wh1ch assesses h1~her rates to SDG&E's 
res1dent1al customers for larger quant1t::'es used (1nverted rates) 
will promote the conservation of natural gas. 

10. It 1s reasonable to consider the priorit!es of use 
prevlo~sly assigned by th1s Co~~ss1on to SDG&E's var10us classes 
of customers and promote the conservat1on of gas by sett1ng higher 
rates for lower prior1ty customers. 

IT IS FURTHER ORDERED that) 
Rehear1ng and reconsideration of Decision No. 87586, as 

hereinabove mod1f1ed, suspens10n of the adopted rates, and refund 
of money paid thereunder 1s hereby denied. 

The effect1ve date of this order is the date hereof. 
Dated at S.ll:l F'rt.x:.c!:Joo , Ca11forn1a, th1s Ifl;;}.day of 

.~ I 

----:...·....;..;..;I':·:·'..:....;.:.~O;4-if _, 1977. ~Jj ,,~~ 

~ VJi)Jr-tQ. ~.. ~1dent 

W~~I~' 
'>J~/.~~ 
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DECISIONS RESTRUCTCRI~G 
DEN!A: OF REHEARING 

PACIFIC GAS & ELECTR!C CO. 
SA.1'\ DIEGO GAS 6: ELECTRIC CO. 
SOUTHERN CALIFORNIA GAS CO. 

PRICES FOR ~ATURAL GAS --

cm«ISS!ONER WI!..LI/"\6"! SYXO~S. JR .. Dissc:'lting 

COMMISSIO~LR \~RNO~ L. ST~RGEON. Dissenting 

Toda.y the Corr::nission m.:l.jori.::y 9ClsseS up the opportunity to 

retract its rash and des::~uctuve act~o~ of two months ago. The 

Commission should reconsicer its r~dical restructuring of gas 

prices in C~lifornia. Many observers qu~stion whether the state 

administration has l~unchcd into o?cn wa~farc against the economy 

of our st~te. That question presses for an ~nswer. 

Those who use energy for production -- the fa~cr, commercial 

entrepreneur, manufacturer -- are being penalizec unreasonably and 

arbitrarily by th0. gas prici~g decisions of the California ?ublic 

Utilities Commi$sion. In the decisions appealed to us today the 

. majority mandatee that productive use of natural gas would oe 

priced more per uni~ ~h~n ~ve~ the most wasteful residential use. 

Rather than pet CaJ..iforni.:l in the vanguard of "ra.::e reform". such 

craziness will leave us choking on the dust of departed industry 

anc staggering under the burden of more workers u~em?loyed. 
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As petitioners for rehearing point out, no evidence of the 

economic or social conseq~e~ces was taken or considered when 

these three routine gas of:set c~ses were transfo~ed into thunderous 

decisions in n~tur~l gas pricing. Fa~ers, business and industry 

have yet to fully assess the disastrous consequences of these changes. 

Even so, in the next gas offset case CA. 57481 PG&E) these three 

decisions are quoted by sto.ff in :ieu of reasons, :or mo:'c of the saoe. 

We are critical of staff i~ this regard because they are aware that 

they gave no evidence or studies to suppo=t the departure followed in 

these three cases. Inste~d. the ~ccord shows th~c staff merely 

introduced tables of possible rates, together wi:h mathematical 

co~scquences of these figures. For ~ll the light such a showing sheds 

'--- on policy choices, they could have introduced the "oultiplication 

tables". 

These words may seem to convey that we are in an agitated state 

over these decisions -- well we arc. When our society's productive 

efforts are dealt such 8. blow, without rhyme or rc.:':.son, it is not in 

the public interest to be silent. 

"Conservation" is the word-scrce::-t behind which the majority 

abuses the economy of the state. Assuming (which we do not) that 

conservation is the supreme task th~t we should set for society. 

even th3t goal has not been pursued with reason. For net one shred 

of evidence has been introduced on the two factual quest~ons 

essential to any conservation pl~n: (1) the elasticity of demand 

for each user class or (2) how much waste is there and where this 
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w~ste is still occuring. ThQse three decisions h~ve assumed without 

evidence, that i~ is not in residcnti~l u~c where big cutb~cks in 

waste can be m~dc. but instead the decisions price g~s as if big 

wnste occurs in the productive sectors of the California economy. 

"Co:l.servution" is pu:"suecl so blindly that it lumps any cutback 

in usage into the s~c basket -- be that usage w~steful or be it 

productive. Conservation pursued so ruthlessly, reveals a 

"life-raft" ment.:.lity which grips certain high-placed officials in 

C l 'f . A " .. ' ." ' • b' a ~ orn~a government. ~ starva~lon rcglme In energy ~s c~ng 

imposed. in the state. as if, in the "life-raft" analogy, just enough 

bread and w3tcr were r.'ltioncd to "ma.ke it through" one day to the 

next. In such a situation the on~y eoa1 is, for as long ~ tioc as 

possible, to eke out life, Yet, this is a distorted model for 

everyday life, Our situation is ~ore properly akin to the f~rm on 

the ~ainland, Seed corn, water anc energy ~ust be used if we are to 

1 ' 1 f 4 d F' 1'& c,·~ 1 '1' b ' mu t~? your stores 0 too, orc~ng a ~~e-ra.t 4~~esty e W~. r~ng 

stagnation and ~uffering to the people of California. This is a 

ocn~ality of mismanJ.gemcnt tha,t rn'.lst be rej ected, We should instead 

pursue a policy which allows management of our resources ~ost 

consistent with their productive usc. 

San Francisco. California 
October 12, 1977 

y' ~ L-!~PZ--
COlT.mi s s i oner 
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