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Decision No. _.-8Qo82~S .... 1.a-._ OEC 20 iS77 
i 

BEFORE THE PUBLIC UTIlITIES COMMISSION CfF THE S'!A.TE OF CALIFO~'"IA 

Application of Pacific Gas and 
Electric Company for authorl.ty 
to revise its gas service tari,ff 
to offset the effect of increases 
in the price of gas from Pacific 
Gas Tra:asmissioll Company. (Gas) 

Application No. 57481 
(Filed July 28,. 1977) 

Malco!m R. Fu::bu.sh Robert Ohlbach, Peter 'W'. 
Hanschen-,- and SMrlev A. 'W'oo,J Attorneys at Law, 
for Pacific Gas and EIectric Company, applicant. 

Sylvia M. Siegel for 'l'OR..~, protestant. 
Pett:it:, Evers & Martin, by Susan Pl1ulus, Attorney 

at Law, for Owens-Corn1ng Fiberglass Corporation; 
:Leonard Snaider Deputy City Attor:.ley, fo::, 
thomas p_ o'connor, City A1:torney, City and ~ty 
of San Francisco; Downey, Brand, Seymour & Rohwer, 
by Philip A. Stohr, Attorney at Law, for General 
Motors Corporation; B:'obeck, Phleger & Harrison, 
by Gordo~ E. Davis ,and William H. Booth,. Attorneys 
at taw, for califor:.lia Manufacturers Assoeia tion; 
Edward Mrizek, for City of Palo Alto Gas Utility; 
Glen J. SulIi van;» Atto1:1ley at taw,. for california 
Fum :su=eau Federation; ~..or.d.son & Foerster,. by 
.James P. Be::mett;» Atto::n.ey at !.a:w, for Kerr-McGee 
Chemical Co:poration - Sil,,·e:, Rosen, Fischer & 
Steeber, by John pacl. Fischeg Attorney at !..aw, for 
City of Palo AJ.to; and Remle Me Robinson,. 
Atto::uey at Law, for Kaiser Steel Corporation and 
Kaiser Cement & Gyp~-= Corporation, interested parties. 

~thI 'E. Treacy,. Attorney at LaW,. for the Commission 
sta~f. 

OP'INION 
~~-----

By this applieation, Pacific Gas and Electric Company 
(PG&E) requests authori.ty to increase ies rates and charges for 
natural gas service to offset ~ereases in expense caused by an 
increase in the cos.t of DAtU%'a.l gas delivered to PG&E from Pacific' 

-1-



, . 

A.57481 b1/ dz 

" 

Gas 'XrS-llsm:! ssion Company (PGI'). The increases in expense result £rom 
an order of the National Energy Board of canada (NEB) ~ approved 
by the CBtJBdian Goveroment~ which increases the border export. 

price of Canadian natural gas £rom $1.94 (Canadian) to $2.16 

(United States) per Mcf of l~OOO Btu gas on September 21~ 1977. 
PG&E states that the additional amrua.lized revenue requirement 
necessary to offset this price including the related impact of 

franchise payments and unco11ectibles is $75>703~OOO. 
PG&E proposes to place in effect on Octobel:' 1~ 1977 

natural gas rates whieh will offset the increase in the cost of 
PGT gas which the Federal Power Coamission authorized to go into 
effect on September 21~ 1977. PC&:: proposes that the increase in 

gas cost for the periocL September 21 through September 30 ~ 1977 ~ 

be accrued in the Gas Cost Balancing ACCO\mt. PG&E seeks authority 
to increase all nonlife line rates by 1.246 cents per therm; 
however~ it also offered two othe:r alterna:ee rate design proposals 

should the Commission decide that lifeline custome=s should 
bear some of the increased cost of gas in this proceeding •• 

After due notice public hea...-iugs in this matter were held 

in San Francisco on September 14~ lS~ 19~ 20~ and 21 before 
Administrative Law Judge Tomita and the matter submitted on 
September 28~ 1977 upon receipt of filed briefs relating to the 
use of :reftmds to partially offset the rate relief requested by 

PG&'E. 
Dan Hegler:t Fo:ecast ·,.Axlalyst in the Economies and 

Statistics Depa:rtme:o.t; and 3. c. Russell~ 3r. ~ Supervising Rate 
Eng;tnee:r, testified for PG&E and R., c. Durkin~ StIpervising EDginee:r 
in the Gas Branch, testified for the Comm5 ssion staff. Sylvia Me 
Siegel as a witness for TURN presented testimony relating to the 

Monetary ExebBllge Adjustment Account (MEAA) and u:r:g~ that the 
Comn:£ ssion reftmd to the customers all monies rema.inirig in such :fund 
and also asked for the elimination of the MEAA.' 
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In September of 1977, PG&E filed Advice letter No •. 938-G, 
requesting rate incre.:lses resulting in a total annual revenue increase 
of $4,738,000. This net revenue revision request was due t~ a 
combination of rate revisions from the utility's suppliers. On July 26>-

1977, the Federal Power Commission approved an E1 Paso Natural Gas 
Company (El Paso) rate reduction to PG&E of $16,191,000 to be effective 
June 1, 1977. A:n October 1, 1977 PG&E increase in El Paso's rates 
increased PG&E's gas cost from El Paso for the 12-month period 
beg~~ning October 1, 1977, by $22,902,000; however, since PG&E's rates 
had not yet reflected the earlier decrease from El Paso, the net revenue 
requirements for this 12-month period is $6,711,000 p~us $59,000 for 
losses and unaccounted for gas making a net revenue requirement due to El 
Paso rate revisions of $6,770,000. 

On July ~, 1977, in Opinion No. 811, the Federal Power Commission 
modified a PGI decision by decreas~~g the overall rate of return from 
.. percent to 9.10 percent. This resulted in a rate reduction to PG&E of 
~,032,000. effective July 1, 1977. 

The net effect of all of these Federal Power Commission actions 
was to increase PG&E's revenue requirement for the 12-month period 
beginning October 1, 1977, by $4,738,000. Io reflect these changes, 
PG&E proposed by Advice letter No. 938-G to increase all nonlife line 
rates by 0.078 c~ts per the~. The staff presented testimony on this 
advice letter. We will consider the advice letter along with the 
application. 

PG&Z, on Dece:lber 2, 1977, filed Advice Letter No. 954-G \ 
to r~duce its rates by 0.652 cents per therm or $36.9 million annually 
which reduces the excess credit in the gas balancing accoun~. In addition 
the evidence (Exhibit 6) shows that the accu:nulated gas refunds being held , 
by PG&E as of October 1, 1977 were $52.4 million. l 
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The Issues 

1. lolhat sales volumes by classes should be used fo:: the 
purpose of this proceeding? 

2. Should increases be spread to lifeline sales as well as 
other sales? 

3. Should ref=ds be used to offset a portion of PG&E r S 

requested increase? 
4. Should ref1.mds be used to defer PG&E's need for rate 

relief tutti1 June 1978? 
5. Is an offset proceeding an appropriate vehicle to consider 

rate design changes? 
6. Does Public Utilities. Code Section 454 require PG&E 

to give wri.tten notice to all customers of the films of this 
application? 

7. Should PG&E be ordered to maintain supplemental records . 
so that there can be comparl.son billings at authorized rates and 
rates tbatwoulcl result from an equal eents'-per-therm rate 
increase and also records that will provl.de"" Sales and revenue 
distribution data? 

S. Should this proceeding be phased author....zi:og PG&E an 
interim. increase on an equ.a.l-cenes-pe:r-the...-:n basis with further 
hearings in Dec~ 1977 or January 1978 to consider the proper 
::ate design to be adopted.;? 

9. Should the Cottmission o=der irmnediate reftmds on 
balances in the Mone~a...-y Exchange Fund and abandon ·the usage of 
the Monetary Exc:bange F\md'? 

Commission Staff Position 
Staff witness ~kin's Exhibit 5 contained eight 

alternate rate" design proposals for the Commission r s consideration 

(Appendix A). The staff witness made it elear, however, that he 
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was not recommending anyone of the alternatives offered but that 
he was offering the. toeal package of rate design proposals for 
the in£o:mation of the Coamission. Although Exhibit 5 presented 
eight rate design proposa~ it may better be sun:ma.rl.zeci as four 
different rate des:tga.s involving t:wo different: revenue levels. , 
Tablets 3-A through 3-D are designed to produce additional revenues 
of approxtmately $75.7 million~the amount requested by applicant, 
and Tables 3-E through 3-R are designed to produce additional 
revenues of approximately $28 million or $75.7 mill.ion plus the 
$22.9 million requested in Advice Letter No. 938.-<; offset .by 
re:f\mds either collected or anticipated. to be collected in the 
near future plus applicable interest. 

. Tables 3-A and 3-E, described as the differential 
offset method, spread the increase to residential nonlifeline 
customers at ante 25 percent lower than the increase for 
com:nercial and industrial customers. Tables 3-3 and 3-F, described 
as the even-cent steps method,. 4tte2llpt: to produce rates for the 

various residential tiers which will be in even number of cents to 
the extent possible. Tables 3-C and 3-G spread the increase on 
an equal percentage basis to all tiers and classes except lifeline. 
Tables 3-D and 3-R spread the increase to all tiers and classes 
including lifeline with lifeline receiving 75 percent of the 
residential nonlifel.ine increase. In addition, Priorities 1 and 2 
for the commercial ·and industrial class receive the sa:ae increase' 
as residential nonlife line customers and Priorities 3, 4~ and 5 
receive an increase 25 percent higher than the increase for 

residential nonlifeline customers. 
Although the staff engineering witness did not recommend 

the adoption of 8:!J.y of the rate designs, the staff counsel recomme::lded 

-4-



A.S7481 h1 

theacloption of the rate structu%'e contained in Table 3-C as 
such rate structu:re will preserve the same relationship as the 
ra.tes adopted by the CoIxmission in Decision No. 87585 on J'w.y 12, 
1977. 

The staff counsel ~ reeommended that PG&E be direet!ed 
to establish a sepazate balancing a.ecoant :tn which detailed 
infcmDation on. any deviations from expected sales volumes and 

revenues would be maintained in order that the Commission may" in 
a. sUbsequent decision" take corrective action by adjusting rates 
one way or another. He also ~ecomne:lded 'that the utility be 

required to improve its ·data. retrieval capability to meet the 

requirements expressed by the staff in the El Paso p:oceedings 
rega.:d1ng revenue and sales dist::ribution data. 

Comercial!Industrial Intervenors' Position 
The eommere:t41/:tndust:rl,a.1 inte:venors objected to the 

intl:oduction of the staff's report: on the follor...ng grounds: 
(a.) Staff is again reeonmending a major redesign 

of rates in au offset p:oceeding. 

(b) Staff is proposing the 1!Se of tile balancing 
account to spread reft:nds by either reducing 
the ..a::DOtmt of the increase or defen-t...ng the 
f..naease, and 'that case No. 1025'> is the 
p:oper vehicle to resolve the question as to 
the proper ~ea:::nen-= of reft:1ds. 

(e) Staff did !'tOt c~ly ~tb. Rule 68 of the 
Coamti.ssion t s Rules of Prac~iee and Procedures 
in failing to d,i'sttibute its exhibit 10 days 
prlo:' ~o the hearing. 

(d) If the Cot=lission is to consider :&te design 
issues~ notice should be sent to all PG&E 
customers by bill ins~s that adoption of 
noncost-related inc=eases are being constdered. 

(e) The ra.te designs adopted in Decision No. 87585 
are 'the subject matte: of several petitions for 
rehearing which have not been acted upon. 
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Upon the cocpletion of cross-examination of the staff 
witD.ess~ the corz:merc1al/industt1al intervenors made a motion that: 

additional hearings be scheduled ou or after December 15~ 1971 to 
afford them. an opportunity to present aff1:r:mltive 0': :eba.ttal 
evidence. Although the intervenors consider an offset proceeding 
to be 1nappropria~e for the full blown consideration of rate 
design issues and that a gene:al rate case would be the proper 
foram. for rate design changes, they contetld that the staff's ra.te 
design. proposals expand the scope of offset proceedings. In 

proposing the phasing of hearings, intervenors ::recommet1d that PG&E 
be granted an interim increase spread5n g rates to all classes of 
customers on an equal cents-per-therm basis. 

'I'b.e motion for additional hear.i.ngs in December or 
3B:J:.1JJJ3.rY was denied by the AdmiDistrative Law Judge although' he 
did indicate that he would :receive any affirmative evid.ence by 1m1 

of the parties if introduced in the present set of hear.i.ngs. The 
parties in question as participants in prior gas :ate proceedings 
did receive notice and certainly should have been aware t:b&t ::he 
~s1on does coaside: :ate design changes in an of=set p::roceed~ 
as exemplified. by the Commission's actions in Decision No. 87585, 
.an El Paso offset proceedi.ng in which the Commission made major 
rate design cha:lges. 
Notice'Reouirements . 

On t:b.e issue of i:l.d.ividual notices to customers, it is 
clear under Section 454(a) that an ~erease passingthroagh 
to custcxne.rs only :i.nC%eased costs to the corporation does 
not require individual notice. Since PG&E seeks nothing mo::re in 
this application tb.a.n to recover the increased costs of gas from 
PGT,it has fu.lly complied with "Che notice requirements of· Public 
Utilities Code Section 454(a). 
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Rate Design Changes in an Offset Proceeding 
Although the ComatLssion generally agrees that it is 

desirable to consider major rate design changes in the context of 
a general rate increase p:oc:eedin& there is not:b:ing to preclude 
the Commission from considering rate design changes in an offset 
matter when there is a serious need for such change. In Decision 

No. 87585 involving PG&E"'s El Paso offset proceed:i.ng~ the 
COmmiSSion found it to be in the pUblie interest to adopt a 
conservation effective rate design. 
Lifeline Rates 

Although PG&E r s basic rate design reco::raendation was 
to spread the increase to all customers except l:l:eline on a 
unifo:m-ce:nts-per-the::m. b.asis~ it also offered two alternative 
rate designs should the Commission decide to inc:ease lifeli:o.e rates 
in this proceeding. PG&E J S rate design witness Russell testified 
that lifeli:le rates first came into effect on Al.!gt:St 1, 1975 by 
Cotm:tission action prior to the implemec:eat1on of t:he !.:tfeline 
Act Wl.ich became effective J8.D:JJAry 1, 1976. Including the increase 
proposed in this proceeding. the witness testified that average 
system. rates would be 39 percent lUgher than the a.verage system. 
rate as of .January 1, 1976 and 78 percent higher than the average 
system :ate it:. effect on July 31, 1975, prior to the adoption of 
lifeline ra.tes. He further testified that he agreed with staff 
witness Durkin tbat failure to increase lifeline rates has created 
rate design proble.:ns because alternate fuel costs are either equal 
to or possibly lower tbs:l. the cos1: of natu::'al gas. Both witnesses 
testified that since a decision in ~e general rate case could 
not be expected tmtil the latter half of 1978, the Cot:IaIission should 
consider increasing lifeline rates in this proceeding. 
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Staff introcucec into tr.is ?:.-ocecding the ?ossible \:.se of gas 
suP?lier refunds to offset this increase. This proposal was the subject of 
extensive argument anc briefing by the parties. Af:er due consideration 
we fir.d thac such usc is in the public interest. Accorcingly~ it is not 
necessa:.-y to reach a rate design clete~ina:ion at this t~cwith respect 
to this i~crease. 

~e reach this result in recog~ition of the repe~ted and continuing 
increases in the price of gas by the suppliers. Exhibits 7 and a describe 
~~fund plans p~eviously 3uthorized by the Commission p ~ny of which would 

.:lpparently s::.tisfy the re<:uirements of newly ena.cted Public Utilities Coce 
Section 453.5 (SB 604). The public L~terest is not served by s~ultaneously 
a.do~ting a refund plan and r.lte increase ~ resulting in a '·wash". Rather,. 
we elect to dispose of the suP?lier refunds by creciiting them to .0. 

balanCing acco~t in the manner of. the recent SDG&E case~ Application ~ 
~o. 55627, ~ccision No. $7636 (July 19~ 197i). Scctio~ 453.5 ooes not ~ 

_x?::esSly p::ohibit such .:\ r~sul=o In fact .. t:hc state:nlmt in Section. 2 of 
'>3 604 th.at it is ,. a c1.:\ri fic.ation of th~ law and not ;a change thereof t

! 

s~p~orts the conclusion that the legisl~ture intended :0 allow tbe 
C~~ission to continue to act as it did in Decision ~o. 87636. 

Consequently, it is this Commission's intention :0 apply such 
occasional gas supplier refunds as may occur as credits to the b.ala~cing 
~ccounts set up to account for ::evenue recovered pursuant to autborizeo 
?urch.sscc gas adjust=lcnt increases.. In this rer,ard we dee:n itapprO?riate 
to modify current ?::oecdures so as to have such increases put into effect 
~ice ar.nually, rather th.an as often as the inc:.-eases occur. PG&E is 
!1ercby di:'eccec to file tariffs to i."Ilplement such a procecure whereby 
such filings will be made concurrently with filings under the Energy Cos: 
Adjustoent Clause (ECA.C). Such. a ?l"OCed1.lre ·..,i1l avoid c:.n undue nu::nber of 

o h"'.... ~ '!.. C 0 .t • 0 0 d· lncreas~s w. l ... e aJ.J.ow ... ng t"1C ommlSS ... on more t:l.."!le to c.onSl er rate eSl.g:n. 
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Interdepartmental Sales 
!here has been expressed repeated concern regarding the rates 

fixed by this Commission for gas sales to the Electric Department.. W'hile' 
this decision does not modify that rate, it is appropriate to,:n.akesome 
comments in this regard. !he Commission intends that the Priority 5 rate 
reflect the value o{ gas in relation to oil, both in terms of he~t content 
and air quality effects. Regardless of variations in oil prices we consider 
the prices set for such gas to be conclusively reasonable for purposes of 
ECAC calculations and we expect each electric utility subject to this 
Commission's jurisdiction to continue to regard gas as a premium fuel. 
Supplemental Accounting Records 

Staff counsel po~ted out the need for PG&E to maintain 
supplemental accounting records to enable the Commission and 
applicant to weigh the effectiveness of the rate design'changes 
adopted by the Commission to encourage conservation. PG&Z~· through 

MS witness Russell, testi·fied that information is being accUt:lUlat:eQ 
~ich would provide such information once an ED? program has been 
completed. Considering the importance of such data, we will reQuire 
PG&E to file a report to the Commission staff concerning a plan for 
implementing the two sets of records requested by the staff to 
provide revenue and sales dis't:::'ibution. data, and record~ to .. 
supplement the balancing acco\mt which will show deviations from 
expected sales volumes and revenues. 
Monetarv Exchange Adiustment Account (MEAA2 

PG&EYs witness Regler testified on the issue raised by 

TURN relating to the b~lances in the MEAA. He testified that the 
Commission by Resolution No. G-2004 authorized PG&E to combine the MEAA 
.with the gas costs balancing account and amortize the gas costs balancing 
account over a one-year period. Th~ "N'itness further testified that because 
of the ne"N formula adopted by the ~~~. in wb::i:ch prices are set in terms of 
U.S. dollars, future entries in th~ MEAA would not be significant. The 
staff in its closing statement recommende,c,: ti--:; ': Tti'RN's rec.:uest be denied. 
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Volu:nes 
Although there was a difference in sa:'es estimates by classes 

between ap?li~ant and staff, tne estimates of totnl c~pany sales were 
reasonably closc~ Considering th~t any di:fcrences in sales volumes will 
be adjusted out in the b~lancL~g account we will use the staff's est~te 
for the purpose of this proceeding. 

7he representa:ive for the city of San Francisco objected to t~e 

I 

use of estimated sales figures in .:l.'"l o!fsct proceeding and argued th".: the 

Com~ission should use the volumes used in the last rate case. The Commission 
~as accepted the use of estimated s~lcs volumes i~ prior gas offset?roceeclings 
in o:"der to use the best infor:nation ava.ilable. Furthermore ~ any discrepancies 
bc~een actual and estim~:ed volumes will ag~in be picked up in the balancing 
account. Thc:"e is no reason why the Com:nission should not adhere to its 
current practice of using this l~test sales est~~te figure in a gas offset 
?roceeciing. 
Findings 

1. ~~B has o:"de:"cd an ~~c:"easc in the border export p:"ice of Canadian 
~iiural gas from $1.94 (Canadian) to $2.16 (Uniteo St~tes) per Mcf of l~OOO 
b.~ g~s on September 21, 197i. 

2. The Federal Power Commission h~s authorized PGT to inc:"ease its 
rates to PG&E effective Sept~ber 21, 19ii to reflect the higber export price 
of C~nacian n~tur~l gas. 

3. The addition~l annual revenue =equirement necessa:-y to offset this 
?rice increase including the relnted imp.::.ct of fr.:l.nchisc?3.yc.ents nne 
uncollectiblcs is $75~703,OOO .:I.nC allows PC~E to maint3.in its rate of return 
at 8.35 ?ercent for test ye3r 1976 sfter adjus:ments for its g~s operations, 
which is less tban the last autborized rate of return of 9.20 percent found 
reasonable in Decision ~o. 86281. !here is an addition~l revenue requi:"emen: 
of ~4~730,OOO to reflect the net of otber out of 5tatc rate changes that 
PG&E filed for in its Advice Letter No. 93S-G. 

4. the reasonable estimates of PG&E's sales £0:" :~e 12-month ?criod 
beginning October I, 19ii are i61,900 Xdtn. 

5. The staff proposal to offset or defer the rate inc:,,~ase requesteo 
:,y PG&.E by use of supplie:" refunds in the amount of some $52 •. 4 million held 
rttPG&E anc together with the ~se of th~ $36.9 million credit in the gas 
b~l~ncing account is re~son3ble ~d is ~creby ~do?ted. !h~ es~imatcd $8.9 
;:-.illion differenc"e between the inc::"e~$c a....~o thc ofiset:s ..... ill be reflectecl in 
:G&!·s bAl~eing ~eccan~. 
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6. This is an offse~ proceeding and PG&E did provide adequat~ 
notice as required unde:: Public Utilities Code Section 454(a). 

7. Offset proceedings a::e ?::oper vehicles to consider rate 
design cha.."'lges. 

8. Tne st~ff's request that PG&E be ~equired to maintain 
supplemental records providing comparison billings and other sales 
~."d reven~c cist~ibucion data is reasonable. 

9. The Comcission has authorized that the balances aceumu13ted 
in the MEAAs ~ merged into the Gas Cost: &t.lnncing Account .. 

10. It is proper to use estimated sales volumes. 
11. It is reasonable to use b31aneing accounts to consolid~te 

purchased gas adjustment proceedings so as to have no more than'ewo such 
ch~."ges each year. 

12. The rate set by the Commission for Priority 5 sales is 
conclusively reasonable in ECAC proceedings. 

lusions 
1. It is reasonable to offset this increase ~ith accumulated 

~efunds from PG&E's suppliers ~."d co forego making a rate design 
determination in this proceeding. 

2. PG&E should be directed to file tariffs to icpleoent a 
procedure for semi-&4~al rate revision to recover ?urehnsed gas cost 
changes. 

ORDER - ....................... 

IT IS OR.::JERED th3.t:: / 
1. Pacific Gas and Electric Company is directed to file with this . 

Commission revised 'Cariffs b eon:or::ti:y wi:h General Order No. 96-A to 
implement a procedure for semi-~~~i recovery of changes in the price 
of gas, with a balancing account to allow for reeovc=r of changes effective 
?rior to the authorization of revised rates. Filings for such c~ges 
shall be scheduled concurrently with ECAC filings. 
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e 
2. Pac::'fic G:1.S ~"(.:~<! i::lcc:rie Cor:.?.:\t'.y ::..s ut..l:·hor::.zcd to offsC!t its 

i.~c r~~$~':: ?~rch3.scd &':'5 CO&ts ~~~~ins t ch~ ~pp!'ox:m.:tC' 1)' $36. 9 ~:r..ll::"on 
:,~duc: iO:1 in its gas b~ l:tnc in!; ~,CCO\l~C .:In(~ s\!ch :l.'I':-'01.tr'.::s <lS :l.:'C presently 

:.-C'cor<!t."o on its books ~s rC'f-..:nds ':ccciV'cci i'r\')t.) :1 :'.lSC N:t:urOll C:lS 
;;o~.p.my ?\.n.4:):;~)t''I.t: to F.: ... ;("!"al PO""'I."r COr.'U-:liss.ton on!c.·rs ':n l:PC Doekct.s 

:':0:->. K? 72-150~ 
.., ..... 0' .. , c=...... ,. 
J .) .. .\. ~ ~ I ..... J /, an c.; ... 3<:# 't\~... '" IY- _, anc VOC~C_~ _'os. R-473 .;tncl 

;,!, 7Q-5~ ~Q eh ... • ~x:cn:: :1(:ccss.:lry. The .l.r>?rox:im~~.·ly $8.9 :'!'lillion 

d i :." f(':"C:'l.c\..' ~('~:<","n c~<.' ::.:1Cr ..... 05"0 p\lrc~.:Lscd r.~$ C.,s:s .'l::lcl the offse-ts 

~ \ ~ "I d ..,... T ... .. "-. h·"" ..... ';..:.~ ... n ~ .... r':y Olys ~t ? .. an o. s"..!?p ... c:r;':'·'!"lt.:lt"y rcco'C<.: 1<C'C''?·.l..nr. • .... ;.1:..<::. Wl. ... .t. 

;':-0'.' ide r~v\.;'n~~ and sa:',,:> dis :rib\.l: i.on J~~.'l. an(~ rccor<.'is st:.?plc':":'lC':\':inS 

:~I.' ~.1:~ .. nci:'\f. .lccou:n: · .... ~ic~. ;.:ill ?ro\l'ic~ :~nfor.Il.lt:ion rC'l."ti~g ~o clc·.riatior~s 

The 

tt D~ted a: 

order is the date hereof. 
________________________ ) California, this __ ~~ 

~~y 0= ·9~ 
____ --:;.;.;:.,;;.;:;.;;.;:;..:.:.J...-------, J.,. .1 

commissioners 

Co::::ni:::zio:lor Clairo '::. D:leiclo;, boi:lg 
:eccssar!ly ~bccnt~ did.~ot ~~~t~cl~to 
1:.~i:.e c.!.e:;:os! tioll 0-: thi.~ :>roc<lodir.g .. 
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APPFJroIX A 

Paoifio Gas and Electrio Company 
. Gas Department 

Summary ot Statt Rate Proposals 

I Total Offset HM"$ -----·--~I-75_:il- 75--:7-, ·-75.t I 75.7 r 28.0 I 
.Method of SEreading ~ , Present I }A 3B I ;!O I 3D r 3E I 

Cust.omer Charge $1.20 $1,20 $1.20 $1.20 $1.26 $1,20 

Tier I .lIf17 .11,17 ,1417 ,11,17 ,14S6 ,11,17 
Tior II • lOOt. ,1910 .1800 .1909 .1891 .18t.) 
Tier III .1896 .2002 .2000 .2006 .19119 ,1935 
Tier IV .2160 ,2266 .2200 .22$6 ,2253 ,2199 
Tier V .2190 .2296 .2333 ~23l7 .2283 .2229 
Tier PI, P2 .2190 .2322 .2333 .2317 .2283 .2239 

P3, rl., P5 .2~ .2422 .2/.33 • ~?l.23 ,2406 .2339 

Resale 
Ufel1no .119S .1198 ;119S .1198 ;1267 .1198 
Nonll feline .1721 .IS33 ,1821, ,1822 • 1820 ,1766 

Noto 

JA and JE - Dlrferenti~1 Offset Met.hod, 
JBand JF - Even-Cent Step Method, 
JC and JG - Equal Percentage Method. 
3D and JH - Lifeline 75~ of Nonlifeline Method, 

e 
>-• 
VI 

8i 
J-I 

..., 
~ 
N 

28,0--,- 28.0-,--- 2S:0~1 

~F I )0 I )JL.. 
. . -. ~ 

$1.20 $1.20 $1.22 

.11,17 .1417 ,1443 
,1860 lUll,) ,1838 
11960 ,1937 .1930 
.2160 .2207 .2194 
.2240 .2237 .2224 
.22/.0 ,2231 .222/, 

.2)40 ,2339 .2333 

.1198 ,1198 .1224 
,177/, .1761 • .176fJ 
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APPENDIX B 

Pacific Gas a:ld Electric Company 
Gas Department 

Estimated Sales and Revenue Increase 

Sales12l ReVenue Increase&' 
Class or Customer MM Ther:ns $ M2 ! -Residential: 

Tier I (Lifeline) 1,700 16.8 -22·3 Tier II 260 2.6 3.4-Tier III' 92 0.9 1.2-Tier IV 399 4.0 ;.3, 
Tier V 149 ..b.2 2.0 -Total 2~600 25.S' 34.2 

Commercial and Industrial: 

Priorities 1 and 2 1,800 17.8' 23-.6 
Priorities 3 and 4- 1,520 15.0 19.9 Priority 5 1159~ 15.S 21.0 

Total 4,913 4S.6 -
64·5 

Resale 106 1.0 1.3 -C;ompa:lY Total 7t61~ 75.4- 100 .. 0 -
21 Increase of $ .. 0099 per ther.n. 

W St.af'£ esti:nates - Exhibit 5 - Tables 2-A, 2';"B. 
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A. 57481 - D. 
PG&E Refund Decision: Purchased Gas Adjustment Rate Increase 

COMMISSIONER WILLIJu'1 SYMONS. JR., Dissenting 

Today·s order distributes 831. of the $52:4 million in refunds from 

El Paso Natural Gas CoQPany. I object to the scheme adopted because 

under its terms ~y 1972-1976 California ratepayers, who overpaid in 

the first place. will never receive their money back. This is contrary 

to equity. controlling tariffs~ and the law. It is the act of a 

malignant Santa Claus who gives some people gifts which he has taken 

from other folks by force. 

Under today's order $43.5 million of the refunds will be used to 

pay for gas in 1978. Given ~he record of growing curtailment over ~he 

past 6 years, paying for future gas with refunds from the pas~ is 

extremely detrimental to the interest of past substantial users of gas. 

The majority asserts that a separate refund and increase would be 

equivalent to their cost offset schc:ne: '"!'he public inte:-est is not 

served by simultaneously adopting a refund plan and rate inerease p 

resulti:l.g in a • wash ' • H (Mimeo.. p. 8) This is completely un.founded 

in the evidence. In fact, exhibits show a potential loss to just 

three ratepayers -- Flintkote. California Portland Cement Company. and 

Southwestern Portland Cement Company -- of nearly $500,000. To me .. 

this is a "wash" only in the sense that some ratepayers are going to' 

be put through the \\ringer. 

F~rther. i~ is gross arros~ce of the Commission to flout the 

directives of the Legislature. They expressed themselves this year 

on the refund question in an urgency statute, Public Utilities 

Code ~ 453.5. !he Assembly adopted the bill 62 - S; the Sena~e by 

e 38 - O. '!"o.e Governor signed i~ into law on September 19, 1977~ 

-1-



A. 57481 - D. 

~ It provides: 

"453.5. 'Whenever the commission oreers rate refunds to 
be dis1:ributed. the commission shall require public 
utilities to pay refunds to all current utility customers. 
and. when practicable. to prior customers. on an equi~able 
pro =a~ basis without regard as to whether or not the 
custo~er is classifiable as a residential or cocmercial 
tenant. landlord. homeowner, business. industrial. 
educational. governmental. non-profit. agricultural. or 
any other type of entity_ 
"For the purposes of this section. 'equitable pro rata 
basis f shall mean in prop-ortion to 'l:he a:noun'l: originally 
paid for the utility service involved. or in proportion to 
the amount of such utility service actually received. 
H~othing in this section shall prevent the commission frotl 
aU1:horizing refunds to residential and other s:all ~~~omers 
eo-ee-ba~ee-o~-~e~~-~s~~e~-or-~o-~re~e~~-eae-eommissio~ 
i~o1!\.-aeo'ti'Z'l.~-~roeee:\:1res-eo-~o~e!t:~e-ref'l:U\d.s-!Jimiiar-~o· 
ehese-~sed-~aer-~ae-eemai~~ien~~-proeed~es-eseabiisaee 
fe~-eZ'l.ergy-eose-aej~seMe~e-ela~ses~ customers to be based 
on cu...-rent usage." 

This statute was enacted. as Section:) 3.ttests, "In order that 

refunds .•• be distribu~ed equitably and without delay to all utility 

customers entitled to refunds ...... The Cotm::lission's examination of 

various proposals to change refunds were known to the Legislature. 

and it is instructive of the Legislature's intent not to approve of 

an offset balancing account scheme. that the provision emp¢wering ~he 

Commission to adopt: procedures "to amortize refunds similar 'to th.ose 

used under the Commission's procedures established for energy cost 

adjustment clauses" was deliberately strike-c by amendment. Further. 

it: is specious 1:0 argue, as the majo::ity does, t:hat Section 2 of 

SB 604 (which states that it is "a clarification of the law and not a 

ch.a:'lge thereof") supports the way the Commission acted in. Decision 

No. 87636 (July 19, 1977). That order was issued August 9, 1977. was 

tit not final, but was subject: to p,etitions for rehea::ing duri:l,g the 

legislative process. Additionally, the language in Section 2 appeared 

in the bill as int::oduced on March 21, 1977. 

-2-



A. 57481 - D. 

We should also give due respect to the tariffs which were in 

effect pursuant to our orders. At all tioes when gas was sold by 

PG&E to its customers pursuant to ~he El Paso offset increases. PG&E's 

tariff provided specifically: 

neb) Refund of Contingent Offset Increases. 

The Company will refund to its customers any 
refund received from El Paso Natural Gas Co. 
or Pacific Gas Transmission Co. ~ pursua:l:t to 
an order of the Federal Power Commission in 
Dockets listed in (a) above." 

Indeed~ I see no sound argument compelling today's orde'!'. The 

discussion (mimeo p. 8) makes passing. reference to avoiding an "undue 

number of increases" as well as allowing "more tiI:le to consider rate 

design." The size of today's order, given pa=allel filings, nets out 

. to $43.5 -::tillion on an annual basis. With. a present gro'ss =evenue of 

e $1.584 million. this is not an immense increase, but amounts to 2'.71.. 

A change of this size can be accot:::lodated. 

Why the fmportant issue of refund distribution ~ust be handled in 

this PGA offset ease is beyond me. Offsets are a limited ~ype of 

proceeding. We have instituted a full generic case on this issue 

(Case No. 10255) and have held hearings up and down the state. A£r.er 

15 days, Case No. 10255 is on the threshold of producing a decision: 

opening briefs are in .. final briefs are due Dec.ember 291:h. I disagreed 

with the majority when they decided to to:ally invert gas pricing in 

California in an offset ease. So here~ I consider a decision on the 

refund question in an offset case to be misleading and to be bad 

administration of the people's 

San Francisco. California 
December 20, 1977 

business. 

-1»~~} .. 
Co::mlU.ss~on ... 
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