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, 91Z25 Q. Decision No. _____ .cSAl'i v - 19iD 

BEFOP.E THE PUBLIC UTILITIES COMMISSION OF TBE STATE OF CALIFO~'"IA 
, Appl1cation ot' PACIFIC GAS AND 

ELECTRIC! COMPANY to reVise, 'its 
II ". , 

gas rat~s andtar1t':t"s unde: the 
Gas Cost' Adjustment Clause and , 
the Supply AcljustmentIoIechan1s:n 
and to change gas rate deSign. 

(Gas) 

) 
) 
) Application' No. 58892' 
) 
) 
) . 
) 
) 
) ----------------------------) 

And Related Matters. ) Application No. 59045 
) ,Application No. 58469 
) Application ,No., 5:8-4,70' 

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

Petitions ror rehearing or Decision No. 90935 have been. riled 
I , 

'by Calit"ornia zta"lil!"acturers AsSOciation> Kerr-McGee -Chemical' ' , 

Corporation and General Motors Corporat1on. Pacil"ic Gas and 

Electric CO%:lpany has :filed a response .. asldng that those petitions 
be denied. 

We have care!"ully considered each and eve:y allegation: of error 

in the petitions and are of the opinion that good causefor'g::-ar.ting 

rehea...~nghas not been shown. However> Decision No. 90935 should be 
modified t,o prOVide find1ngs of ract and conclusions 01" law on all: 
material issues in 'the interim. phase of' these proceedings. .. ' ' 

Thererore .. 

IT IS ORDERED that Decision No. 90935 is herebY'mo'd,if'1ed as" , 
i'ollows: 

1.. F1."lding 14 :ts resc:tnded. 
,2. Finding 16 is amended to read in full as follows: 

: ' 
: 

"As of' Jan~a.-y 1> 1980 alternate fuel cost pricing 
retains benefits to Ca11t'orn1a high. pri,or:tty 
customers that otherwise may be lost because"ot' 
t'ederal 1:lcremental pr1c1ng poliCies to' be 
implemented u..."lder the NGPA." 
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3. The following new findings. are aljd.ec:l: 

16. (a) Setting rates 1:or G-50,. G-52 and. G-5S 
customers at a level near but less than the. cost 
of alternate fuel cont'orms to the federal policy' on 
gas rate des1gn set forth inT1tle 2 01: the Nattlral 
Gas Policy Act or 19T8 (NGPA)., . 

is. (1:» The rate or 33.00 cents/ther.mfor ~50 
customers is close to· but less than the pr1ce:_o;! 
alternate fuel·· . . . 

16. (e) 1'h.e rate 01: 30.00cents/therm for ~52,. 
G-55 a.."'ld G-57 customers 1$ close to-but less. than the 
price of .alte:-nate tuel. . 

.. . '- _-.'"' - . 

17 ... (a) CYlA,.'s p:-oposals to- increase residential 
customer charges by 150% and lifeline co~odity 
rates by 47% and 54% are unreasonable because:they 
would e1:1:ectively negate the stated leg1sla~ive 
p~~ose of Section 739 of the Public Utilities Code 
that "' ••• (l]ig..."lt and heat ••• must be made ava1J..9.ble 
to all people at low cost to:- basic min!mmn. c;:uantities ••• "" 
(Wa...'"Ten-Miller Li1:eline Act) 

17 .. (0) The Li1:eline qua...."'lt:t ty rates in Append'!x B 
hereto a.re reasonable because they comply with. the 
legislative pu.~ose of Section 739 as stated .in 
F1nd1ng 17 (a) and reta:L."'l·the eJdst1ng relationship 
between the lifeline rates and the system average' . 
rates. . : 

17. (c) It is reasonable to- concluae that resid.ential· 
gas sales in the l11:el1ne allowances will be less 
elastiC as to price tha.."'l Will. the non-l:U·e11ne.sales 
because those aJ.lowances were pu.""l>Osely set tot',roVide 
onJ.y the min1:n.um needs ot the avera.ge eustome:--s·tor 
basiC uses Pub11c Utilities Code Sec-eion 739(a),. 

", 

18. (a) It is reasonable to set rates 1:or a-50' 
customers elose to but less than the cost 01: No., 2 
fuel oil even though PERC's Rule 51 has d.elayec:use 
of No. 2 oil prices until November ~~ 198'0 because' 
th.1s COmIUssion already has a good understanding. or 
the "'three-tier approach"' a."'ld. has. developed a . . . 
reporting method. tor establ1sh!.ng No. 2 .fuel prices 
for ratemaking purposes. 
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18. (b) Gas rates tor low priOrity customers have 
traditionally been set at or near the price of 
alternate t'ue1s, rather than on a,cost or-service 
basis ,1nreCOgn1tion of the fact.,.that.,-th-oseeustomers 
have, the ab111ty to elect, which tuel to use. 

18. (c) Arte'r sett1ng G-50, G-52, G-55 a.."ld 0-57 
'rates in accorda.."'lce With: find.ings 16 (b) and 16 (c) 
herei.."'l, it is reasonao1e: to assess ,the 'remain1ng 
'revenue 1ncrease needed on a.."'l equal cents pe'r therm 
basis to the 'residential class, the 0-2 customers 
and the resale customers because that ~ll 'retain 
the ensting rate relat1onsh1p between these classes 
u.."'ltil the final decision,,1.."'l this proeeed1ng 18 1s-sued. 
The adopted rates 1n Append!x B hereto ret"lect that 
policy. 

18. Cd) In this 1nte'ri..'"'l phase we are setting, 
rates which we a."'lt:tc1pate ),~11 be1n et't'ect only a 
few weeks u.."'ltil the f1."'la1- dec!s!on 1.5 i.ssued .. ' 
Further evidenee on rate design 1SS'1:es- w:t11 be. heard 
1."l the t"orthCO:n1.."lg hear1.."'lgs.. 'Under these 'c1rC'WllStances> 
it is 'reasonable to use tne ex:tst:tngrate design 
rathe::- tha.."l to make the S"Ubsta.."itial changes proposed 
by CY.A •. 

, .. 
4. The folloWing conclusion of law is added: 

5. PERC Rules d.o not P'roh.1b:tt our s-ett1ngrates ror 
industr1al eustomers at levels ~gher than the~ost 
of alternate fuel;, nor are we compelled bY' thOse rules 

. , 

to exempt· certain types of loW' priority CUS'tomer~ :!"rom 
alternate 'fuel pric1ng poliCies. 
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IT IS FURT~ER ORDE..-o.ED that rehearing of Decision No. 90935 

The e!":"ect!ve date of this o:-de::- is the date hereo!". 
Dated ___ .......;J;;..;.A..;;,.;N..;....,;8;...---ol ... 0lJ,SOI"l.· _" ___ > a~ Sa.."'l ?:-a!'lc1sco> Ca11torn1a. 

~~­
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Decision No. 90935 Oct.ober 23, 1979 

BEFORE THE PUBLIC lJ'rn.rrIES CCIOO:SSION OF THE STATE OF CAI.IFORNIA 

Application of Pacific. Gas and. ) 
Electric Company forauthor:£'ty ) 
to revise its gas rates. and:· ) 
tanffs under the Gas Cost ) 
Adjustment Clause and the ). 
Supply Adjustment Mechanism ) 
and to- change gas rate design. ) 

) 
(Gas) ) 

A'PP1ie&tion . of Pacific' Gas and 
Elect:r1cCompany for,authority 
to reVise its, gas rates and 
tariffs under the Gas Coat 
Adjustment: C1au.se to:·reflect 
the effect· of ani:n~ease' in 
the border'export p,rlce of 
canadian· gas..: 

.. (Gas) 

) 
). 
) 
) 
) 
) 

~ 
~ 
) 
) 

Al'plication . No. 58892 
(Filed' May 2S~ 1979).' 

A'PPlication·NC). 59045 . 
(Filed .. August 6,,1979)'·' 

(Appearances are listed in Appendix A.) 

INTERn{ OPmION 

Pacific Gas and Electric Company ~) requestsautnority 

in Application No. 58892 to ~crease, effective July l~ 1979~ its gas 
rates and charges under the Gas Coat Adjustment .Clause (GCAC) cd the 
Supply Adjustment: Mecbanism (SAM) .. set forth in PGQ·s tariffs.. "l'he 
proposed increase reflects (1)· the balance in the Supply Adjustment 
Account, (2) the effects of differences in SAM. current period' sales 

from adopted test. year. sales on the adopted test year gas marg1n~ as 
authorized in Decision No •. 89316 issued September 6, 1978·,(3-) the 
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balance in the Gas Cost Balance Account (GClSA.) ~ and (4) the Portion 
of PG&E's current purchased' gas eost expense not recovered, in current 
gas rates. 

Approximately 34 percent o,f PG&E"s 1:otal natural, gas supply 
comes from El Paso Natural Gas CompBny (El P~) whose rate$ are 
regulated by the Federal Energy Regulatory Comm1ssi~ (,F.ERC). On 
Jtme 2, 1979 El Paso's price to P~;' inelud1rlg. tbe June 1, 1979' 
genera.l increase, the April 1, 1979" Purchased Gas Adjustment (PGA.), 

the Louisiana First Use Tax Adjus~1:, and the 3anUJJ.ry 1., 1979 Gas 
Research Institute (GRI) surcharge, :1s $1 • .79 per decatbe%m (Dth). 
PG&E receives approxima~ely 50 perc~t: of its nataral gas supply from 
Pacific Gas Transmission Company (PG:r) which obtains virtually all' of 

its gas from Canada. !be border export price for the Canadian gas is . 
established by order of the National Energy Board; of Canada (NEE). 
The June 1, 1979'price of PGl' Canad1an gas toPG&'E 1. $2.36 per Dth. 
Each of the above prices are increased over gas prices reflected in 
PG&E's last GCAC and SAM proceeding '(Deciai01l No. 90424 dated: Jtme 19; 
1979 in Applications Nos .. 58469' and ?8470).. The attnua1 increase 
initially sought in Applieation No. 58892 is $303::t200~OOO'. 

Applieation No. 59045 (originally filed as an advice letter 
.filing under paragraph 5 of PG&E' a GCAC tariff) seeks an additional 
revenue increase of $180,231:t000 to offset: an increase effeet;.ve 
August ll~ 1979 of PGI' Canadian gas from $2.30 -per million British 
the:rmal unit: (Btu) ~o $2.80 per million Btu .. 

On' July 11, 1979 PG&E filed a petition for an interim ,order' 
authorizing an immediate increase in rates in Application No .. SS892. 

Applications Nos or 58892 and 59045 were consolidated for hearing. Duly 
noticed -pu1>lic hearings were beld before Admulisttative l'Aw" ..Tudge(A!..1) 
Mallory in San Francisco on Angttat 16, 17 p 23 p and 24. 1979. ' PG&E's 
:request for interim relief vas extended to Application No. 59045. The 
requests for fntertm reliefvere, submitted on Angust 24,1979 sUbject 
to the':'f1ling of concurrent closing statements OD: Augaat31$' '1979'., 
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Evidence in tbe interim phase of the consolidated 
proceedings was presented: on behalf of PG&E,. the CQamisaion .taff~ 
California Manufacturers Association (QfA),. Western Mobile Heme 
Association (WMB:A),. and' California Gas Producers Association .. , Closing, 
statements were filec! by PG&E; the CoaIIliasion staff; CMA.; Kerr-McGee 
Chemical Corporation~ and Amstar Corp-~ Spreckels Sugar Division 
(jointly ~err-McGee); General Motors Corporation (General Motors); 
and the City and County of San Francisco, (San,'l"ranciaco)oo 
Issues Involved: in ' 
Request for Interim Relief 

The Commission ataff concurred' in PG&E f a request for interim 

relief.. The ataff differs in a small degree with PG&E as to the 

amount of the GCAC undercollection and in the level of final rates 
that sbould, be established. PG&E &Dd the ataff are in general agreement 
as to the manner in which rates are to be spread betWeell.' different 

classea of customers.. In an effort to expedite the proceeding,. PG&E 
and the ataff,. at the direction of the.AI.J',. prepared, a j'ointinterim 

rate proposal designed to give effect to the additional revenue 
requirements calculated by the staff. The joint PG&E and, staff rate 
proposal is opposed by QIA, Kerr-McGee~ and General Motors principally 
on the ground that rates for Priority 3 and 4 (P-3 and: P-4) industrial 
c:uatomers subject to Schedules G~50 and G-52 are aet: on a level' 
reflecting the costa of alternative fuels (fuel oi1:)2:/.. ' 

1/ Schedule G-50 is applicable for natural gas service to uses 
classified in RrUe 21 as P-3 and P-4.. Schedule G-52 is applicable 
to n&t'tlral gas service to use. classifiid iii RUle 21 ... 1"-) and 
P-4~ for which the alternate fuel is exclusively oil with a 
viSCOSity higher than 150 Saybolt Seconds Universal (580) at 
lOOOF (cotmllCnly referred to- ... Grade No. S and: Grade No.6 :fuel 
oil) • Alternative fuel pricing method is also used' for 
Schedule G-55 which is applicable for natural gas .ervice to uses 
cli.sified in Rule 21 as P-2A and P-5 to .team electric senerating 
~l.&nts owoed and operated by PG&E; and Schedule C-57 is applicable 
for natural gas service to uses classified 1.n RUle 21 as P-2A. and 
P-5 utilized for boiler fuel in tbe steam electric generating 
plant owned and operated by Southern. california Edison· Company .. 
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Decision No. 90424, ~ra, foand that for rate dea1gn 

purposes, it is reuonable to bue the price for low priority c::ustomera 
on the average price of competfng alternate fuel fn the absence of 
c~lling evidence that significant demand will be lost reaulting 
in a loa. of contribution; that there are many factors besidea 
comparable Btu prices that control the judgJDent whether to burn gas 
or oil; and that basing the gas price on the average oil price results 
in greate.r stability by not making tbe 'Price dependent' on occasional 
quirks- in the market S'tlch u might occur if' the price is baaed'em. the 
low or high end of oil l'rlee ranges. PG&E vas ordered' to- submit 
alternate fuel cost r~rta covering ita aervice area and its 
interdepartmental operations to the CoaIniaaion t a Gas Branch· on a 
quarterly baais. 

Petitions for rehearing of Decision No.. 90424 were filed by . ". 

CMA., CeDeral Motora~ WMHA., and PG&E •. Decision No. 90821 dated. 
Sel'tember 12, 1979 ordered reheari.%lg: of Decision No. 90424 limited to 
receipt of evidence anc argament on the iasue of rate design.. The 
rehearing of Decision No. 90424 was consolidated with the further 
hearings mandated by the California Supreme Coa.rt, in ~et· a1. v CPUC . 
(1979) 24 C 3cf 263-.Z:.1 Hearings in the remanded proc::eedinga have Dot: 
been Bet. 

Since the record was made in PG&E'. last CCAC-SAK proCeeding 
(DecisiOn No. 90424, supra) fuel oil l>rlces (as well as other 
~troleam product prices) have increased aubatantially.Thereault 

£1 The Supreme Court annulled Decisions Nos. 87585 and 87996 in 
App-lic&tion& Nos. 57124 and 57138 which granted PG&E increases in 
revenue of $58,OOO~OOO to offset an increase :tn the eoat of 
purchased gas. The Commission allocated the inerease among 
resideD~ial utility users by an inverted rate schedule charg~ a 
higher rate for increased eonsumption to further' conservation 
goals. Also ~ industrial rates were set at the 'Price of alternative 
fuel. The coart held that the method of allocation adopted' was 
no~ su?ported by su~ticient fin~ings or evidence, ~d it 
remanded to the Commission to detemine an appropriate method· to 
af):r:ead the rate increase to- which the. utility was entitled .. 
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of using the rate design eriteria. foua.d reasonable itl Decision 
No. 90424 1a to inerease rates in. Schedules G-50 and' G-52 by' greater 
percentage UlOUXlts than for other rate aehedulea.~1 

CMA proposed that rates be increased baaed on cost-of-aervice 
criteria. An inter~ rate proposal based on,those criteria was 
submitted by 0fA. Under the CMA interim, rate proposal. Schedule G-SO 
rates would be inereased 7 percent~ Schedule G-SZ rates would be 

increased 25 percent, and the overall average rate increase would be 
23 percent .. 
S""ID&ry of this 
Interim Opinion 

The Commission recognizes the urgent need. for immediate 
rate relief due to PG&E'a eash-fl~ problems stemming from, the 

. substantial undereollection of GCAC revenues as a result: of PG&E's 
inability to ilm:Dediately reeapt:m:e the large increases inJ)Urebaaed gas 
costs res~lting from the higher gas prices as they areaa8eaaed:by 

. PG&E t • two major suppliers. 
'!'be -p.arties to t.he proceeding do not di8l'ute the need for 

interim relief~ nor 1:be amount of revenue requirement to' be generated 
by increased rates in the in.terim phase of this proceeding. Thereare 
major differences, however, with respect to the appropriate cr:tteria 
to be used in the development of the rAtes designed to recover: the' 
necessary revenue increase. 

Bec::ause of the urgent need for rate relief and, so as. not 
to eause undue prejudice to any euat.omer class -pending our., final 
determination of the appropriate criteria on which to" establish final· 

rates in this proceeding. we will adopt, as interm' rates, the joint" 

2.1 Under the joint PG&E-staff int.erim rate proposal, Schedule G-50 
rates wattld be increased by 40.0 percent and, Schedule G-52 rates 
would be inereased by 40.3 percent... The overall increase in 
rate. under that proposal is 22.2 percent • . 

-~ . 
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.. 
PG&E-staff rate proposal modified' to tbe extent that the Scbedule G-5Z 
rate does not exceed the ScheduleG-55 rate. The Schedule c;:..S2 
interim rate of 30 cents per them is lesa than the Schedule G-2 

inter:i:m rate of 32.369 cents -per thttzr/:/.. The Schedule G-50 rate of 
33 cents is 3 cents' higher than the Scbedules G-S5- ,and G.-57 interim rate 
of 30 cents per tberm. Residential interim rates for all service 
excep~ l!feline exceed 32. cents per therm. 

Under the interim rates adopted herein the revenue increase 
on an annual basis ia $37l :293',. 000 or 19. 9 percent above the~ rates 
authorized in Deeiaion No. 90424, ... 
Additional Revenue Requirements 

,P'G&E see~ a: combined, total revenue iucre.ase: in Applications ' 
Nos .. 58892 and 59045 of $463,.786,.000 (Exhibit 24) or It: seeks,. as 
interim rate relief, a combined toul of $415,.721,000 or 90 percent 
of the total amoant sought ~ibit 13) .. 

Tbe Commission staff concars in the supply esttm4tes upon 
which PG&E's revenue -projections are based but disagrees With PG&E's 

underlying data in connection with sales estimates. The a.rea of 
disagreement principally involves the amotmt of gas to' be injected' 
into storage.. The staff's estimate of sales for th~ l2-month period, 
ending J-ane 30. 1980 is 7.374 million therms compared with PG&E's 
estimate of 7,237 million tberms. AdOption of the staff's sales 
estimate would reduce P'G&E' s estimated' reveuue requirements by " 

$5,416,000; this issue will be resolved in the- final opinion on these 
matters~ 

There is no dispute concerning the amount of, additional 
revenues to be recovered in the interim rates. The staff and PG&E 
concur in the revenue data set forth in Exhibit 13. C'MA.' s 1nter:t:m 

!l Schedule G-52 is "'l>lic:a~le for natural gas service to 
nonresidential uses classified' in Rule 21 as 1"-1, P-2A." or P-2B, 
but excluding electric utilities' start-up and' igz:t:tter fuel • . 
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rate proposal set forth in Exhibit 22 would produce $414,.939,000 
additional revenue -on an annual buis. 
Rate Design 

" 

The contested issues in this proceeding tavolve the eriteria 
to be used in rate design .. 

PG&E and the staff, in general p adOf>ted the same rate 
criteria in developing proposed rates, as follows: 

1. The ra.tes for tho.e customer. wi'th alternate 
fuel c&l>&b1lity (P-3, P-4, and: P-5) are 
proposed at levels commensurate wi'th costs 
of alternate feels. 

2. The resale clus is estllblished At 
approx~tely the system average 
percentagewiae inerease.. Development of 
rates for customers within this elass 
follows relationships and principles 
adopted in PG&E' s last general rate increase 
proceeding. 

3.. Generally, uniform increaaes are spread to 
the remainder of the customer classes. 
except residential lifeline rates. The 
average increase in revenue requirement 
not borne by alternate fuel and resale 
customers is &T>plied uniformly to nonl1feline 
residential rates and to nonresidential high 
priority rates (Schedule G-2). The final 
rates for the lifeline tiers are set at 
90 percent of the rates for nonlifeline 
residential usage. Exhibit 13 establishes 
interim lifeline rates which approx~te a 
relaticmship of about 83 -percent of the 
system average rate for lifeline rates. The 
staff, in Exhibit 23, -proposes a different 
blocking of resioenei&l rates which produces 
lifeline rates ~proxim&tely 82.6 percent 
of the system average rate. 

Q1A. presented, in Exhibit 22,. proposed rates based solely on 
a cost-of-aervice concept. PG&E'a test year 1980 allocated coat-of-atady 
result. (12-month methocJ) were introduced into evidence in th.1s 

proceeding &8 Exhib1t 18-~ The data in Exhibit 18' were revised in 

Exhibit 19 to reflect the increaaed coats ofparchased' gaa .ought to 
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be recovered herein. The allocated ,costa so developed were .used as. a 
foundation for the rates proposed by QfA. in Exhibit 22. Separate 
alloeations of broad categories of ~.es are made in Exhibits 1S 
and 19" and costa are assigned baaed on customer usage. Several 
al ternative methods of allocating costs. of service were presented in 
the general rate proceeding... Only the allocated costs of service on 

. ~ 

a 12-month baais were presented berein .. , 
Under CHA's proposal the monthly customer charge for 

residential and high 'Priority commercial customers would be increased 
from $1.20 to $l~OO. or 150 percent; residential rates (4$ a class) , 
would increase 47 percent; high l'rioriey coamaercial rates (Schedule G-2) 

would be increased 12 percent; and Schedule G-SO rates· would be 

increased only 7 percent. !be thrust of Q{A.' s l'roposal is to bring 
rates for P-3. P-4~ and P-5 induatrial customers below the level of 
the rates for residential and small commercial customers. 

Tbe following table compares the l'resent GCAC-~r&tes 
with interim rates 'Proposed in Exh:tbit l~ (PG&E) and', Exhibit 22 (CKA.) • 

. . 
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PAC'IFIC GAS AW ~C COMPANY 
(GASDE?~) 

~"=C{ OF ~~ A...'r> PBOPOSE:> 
n."7ERIM GCAC A.'ID SA.tof RA'!'ES 

(Dol:l.a:r$ per Them) 

r~t..a!! CMA. 
Ex.."dbi~ 13 Exhi '0:" t. 22 

6-19-79 -
:£!!eet1ve Int.erim Percent. Interim' Perea":. 

Rate Ra-:.es Incre~ Rates Increase 

Residen~isl 
C'.l.S~er Charge $l.~ $1.20 ~.OO 150 
Tier!-A .18322 .22614 ~.4 .269 47 
Tier I-a- .20002 .2l..292 21.5 .~6l 5J... 
'!'ier II .28"JJ.7 .~26)9 15.l .342k.5 2l 
':i.e:- III .299S7 .:3/.229' 14.~ .. ~886 3~ 
tier rv .Yr'JZ7 .41619 ll.S ..4U, lS 
GM!S!T-N .308l7 .35109 l3.9' .3896 Z7 -

'!'ot.al 17.8 ' I, 47 -
Nonresiden~ial 

G-2 ~..omer Charge n.20 ·$1.20 $;.00 l50 
Commodity .28077'., .;;2369 ~, .;13l; 12 
&.ototal lS.Z ' - lZ 

G-~ .2679:' .)7$00 40.0 .2872 7 
G-52 .22691 .32000 4O.'J .282$ 2$ 
G-55 ~ G-57 .24081>,: .30000' 24.~ .2658, 11 - -
lo~ 24-4 .-: -

Re5ale 
G-6o Li!'el:ine ~7922 ... " .Zl.967 22..6 
~ Nonliteline .22)86 .264;n 18.J.' 
G-61 !.ii'el:tne .17i.h7 .7J.759 24.4 
G-61 Nonl:t!eline .:?Zl42 .27034- 18 .. 8 
G-62 I.i!el:ine .1~97 .21689 2$.0 
G-62 ~eline .22672 .26964- 18.7 
G-6~ I.i!'eline .17097 .21.m 25.1 
G-63 No:ll:i!"el.i:I.e .22492 .26784 19:.1 --

ToU!l. 20.4 .2549 2l... 

SoCal Gas .24460 " .29544 21..0 .'2$544 ,'" 20' - -Total -, 22.2 2> 

~9 .. 
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Alternative Fuel Price Data . 
In response to the direc1:ives in Decision No.. 90424" PG&E 

and the sUff developed data with respect to- alternative fuel prices_ 

'PG&E '. Exhibit 7 contains eompariBona of the high cd lOW' 
prices for No. Z fuel oil ancr high and low sulpm:a: and No. & fuel 
oil baaed on data set forth in Platt's O:tlg;'am for the months of 
January through August 1979,i/ and the weighted average prices 
developed from its customer .urvey ordered.in Decision No .. 90424 
for No. 2 and No .. 6 fuel oil for May and August 1979'. 

The Platt's Oilg;'am dau shows generally increasing prices 
l.ll the compared months., '!'he following are the August 1979 data: 

Price 

High 
Low 
Average 

TABLE 2 

Fuel Oil Spot Prices as Reported fn 
Platt's Oilgram for August 1979 (Cents per Them) 

No. 6. No., 6-
Lc:nr: No.2 

Fuel 0!1 
High 

Sulphur Sul}!bar 

51 .. 09; 
45.80 
48.45 

29 .. 71 
29.91 
29.31. 

38' .. 45 
35.1:3, 
38.29 

Similar data to the above weft' introdttced :by the staff in 
Exhibit 11. 

The following table aets forth the results of PG&E'. 
customer aurvey: 

}'/Pl&tt's OilSUam data,. as reported for ttle first trading day of 
each month, .so .. Tank Car Truck Transport Lots, 'Los Angeles and 
San Francisco. Prices are to jobbers and distributors, FOB­
refineries,. 1)ipeline terminals, and inland watervay barge 
tel:minala.. No west coast prices are qt10ted for low sulphur 
(0.5 percent maximum) content fuel oil. Prices for low sulphar 
content fuel oil are estimated for the west coast baed on. eut . 
coast price ... 

-10-
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TABLE 3 

PA.CIFIC GAS ANJ) ELEC'IR.IC COMPANY 

RESULT OF CUSTOMER: SURVEY ON 
AI..TERNA.TE :FUEL PRICES, AUGUST 197~/ 

• 

Fuel Type 
Number of 1 

Customer. Responding! 
Weighted Average Price 

Per MKIn'U. 

No.2 Oil 
No. 6 0113/ 
No. 6 01~ 

8 
~. 

August 1979', May1979-

$4~2,3.·$l.;22 .. 
2'.412.:31 

4 2.62' 2' ... 3l 

11 August 9 and 10, 1979; telephone interview. of S6 
P-3 or P-4 c:uatomers .. 

~I Fifteen eus.tomera bad purchased a fuel within the 
last thirty days.. One had 'f)1lrcha.aed propane. 

11 Four eaatomers provided estfmateB of price of 
No. 6 oil .. 

The ·Commission staff, in Exhibitl7 J presented the following 
price fnfo~tion for fuel oil parchaaedby PG&E and Southern 
California Edison Company (SCE or Ed1aon) for steam electric plant 
boiler fuel (for comp.ariaon with Schedule G-Ss. gaa rates): 

... 

-11-
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TABLE 4 

PACIFIC GAS AND ELEC'I'RIC CQo!PANY 

S'IEAM ELECTRIC PLANT FOEL COST 
(W\~ighted Average Monthly Delivered, Coat Including Sales Tax1/) 

Item -

AEril 

$/Bbl" 
ThemS/3b1 
e./Therm 

May 
$/:8b1 
Thems/Bb1 
e/Thttm 

June, - $/:81>1 .. 
Thems/Rbl 
e/Therm. 

July 
$/Bbl 
Tberma/Bbl 
,I,/Tbttm 

1/ 
2/ -

No.2 Fuel Oil 
Total Purcbaae~/ ' No. 6 Fuel Oil (Includes Diesel) 

PG&E SCE 
(0.51. (0.25"1 

Sulphur) Sulphur) PG&E SCE PG&E - -' -.-.',' 

Year 1979 

17.70 19.92 17 .. 09: 17.63, 
61.80' 61.09 53.60 61~73 

28.64 32.60 29-.16- - 28.53 

17.54 20 .. 04 19.23 17.58' 
61 .. 75 61.12 53.40' 61..;71, . 
28,.40 32 .. 79 32 .. 92 28:.49' 

17 .. 53 20.14 19 .. 85 - 17.58-
61 .. 71 61.14 58:.30 61 .. 70 
28.40 32.94 34.0.5- - 23.4~ 

22 .. 72 - - -
61 .. 24' -

29 .. 80 37.,10 

Price. exclude deferral and deletion charges_ 

Includes purchases of turbine fuel! jet fuel~ 
used cuto oil, used trClSfomer 01 ~ etc. 

I: ','1 
, \ -12-

SCE -

19'.83 
'60.39 
32 .. 84 

19 .. 95, 
60 .. 24 
33-.12 

20.,02-
60~12 

33~30' 

22.79, 
60~,lJ;' 

37 .. 90 ' 
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Certain infb:mities appear with the respect to the data set 
forth in T~bles 2 and 3.. Platt's 0ilECD data are .pot prices at 
ref:tner1es;and shipping points.. The data appear to be maximum priees 

offered byeaeh aeller at each location· at whieh data are gathered. 

There is no information available to det~1ne whether aetual sales 
are made at'the prices set forth in Platt t a Oilgram; nor whether 

negotiation, between buyer and seller T1J1J:1 result in lCl'iier prices than 

those set forth in Platt's Oilgram .. 
ceruin infirmities also appear With respect to-the sampling 

of fuel oil prices of PG&E' a customers. The data are gathered over 
the telephone; there' is no verification of the data by review of 

invoices and'records. The data are averagecf by numbere of customers. 
No data were" gathered with respect to the amounts pureb&aed at each 

priee so that, a weighted average price may be determined. 
The~ testimony of PG&E t S witnessea indicates that fuel oil 

prices after ,August 1979' (the latest apeeifie information in the 

record) appear to have softened and that fael oil prices ~ be expected 
to level off or drop from the high August 1979 levels .. 

The record Bh~ that most of PG&E' s industrial customers 
that ean use No.6-fuel oil~ burn oil with. 0.5 pereent maximum 
sulphur contet. The price differential between high &ncr low atr.lt>hur 
residual fael prices in Boston and New York locations in Platt's 
Oilgram ranges from· $3.7S to $5 .. 33 per barrel (Dbl) and' appears .to 

average about $4.00 per Bbl. 

Application of Alternative Fuel Price Data 

PG&E and staff rate witneues used the data set forth in 
Tables 2~ 3, and 4 to arrive at the level. of r&t:es proposed for a>-3, 

P-4, and P-5 customers in Schedules G-SO~ G-S2~ G-55, and G-57. The 
Schedule G-55 (pG&E) rau reflects the data in Table 4. Schedule G-57 

rate (Edison) is the same ... Schedule G-SS rate.. In general~ the 
'Proposed rate for Schedule G-S2 reflects prices for No.6 low sulphur 

fuel oil" and the rate for Schedule G-SO is based on No.2 fuel oil. 

The Ccmmi asion staff and PG&E rec:oanencf,. the following final rates 

hued on those criteria: 
, ' 

-13-
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.. 
TABI.E 5 

PROPOSED RA'I'ES (Dr CENTS~, PER THERM) FOR P-3-~ P-4, J:J.:m 
p-s CUSTOMERS WHICH REFLEC'r AL'I'ERNATIVE FUEL DATA:" 

PG&E Staff - Percent . Percent 
Schedule Rate Increase Rate Increase - . -.. , 

G-50 37.5- 40 .. ,0 40.0 49'~3-
Ii 

G-52 32' •. 0 :4~ .. :O 34.0 49: •. 8 
G-55 and G-5,7 30.0 24.:~ 27.0· 12.1 

'. I 
, I 

I:' 
Concerning interim ra'te r.elief,.. the staff brief. states that 

,I 

the staff partici-pated in the formulation of the rates set forth in 
, I 

Exhibit 13 and support:s them because it considers them te>. reasonably 
': ,) . 

reflect,.. for interim 'PU%'POs~s. the :a.'ltmate. fuel· gas pricing policy 
endorsed by the Coatrss.iss!'on .. -' 

§:/ In PG&E GCAC Decision No .. 89316 dated September 6~ 1973 in 
Applications Nos .. 57284 and 57285, the Commission, in discussing 
its adopted gas rate, deSign. stated:. 

"For the future, PG&E's semiannUal Gas Cost 
Adjustment Clause (GCAC) and :sAM filings should 
be used to develop and mainta:tn rates that ar~ 
current and competitive with :~espect to 
alternative fuels and 'Dew' gas. supplies." 
(Page 6~ .. ) -... 

In Decision No-. 90424 dated June 19" 1979: in Applications 
Nos. 58469- and 58470, PG&E previous GCAC-SAM, proceeding, the 
Commission declared: 

"For rate design purpo.e.~ it is reasonable to 
base the l>rice for low priority customers on 
the average price of compettng' alternate fuel 
in the absence of compelling evidence that 
significant demand vill 110t be lost, reaultiug 
in a loas of contribution .. ~t (Finding No.. 10

7 page 25.) 
-14-
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Natural Gas Policy Act 
The staff further states that a principal reason for 

proposing in the instant GCAC~SAH proceeding' a rate design that is 

based on alternate fuel prices is the need to. comply with the 
anticipated impoSition of National Energy Act •. ' -pricing -policies under 
the Natural Gas Poliey A~ ('NGPA). Among other things. the act -provides 
that, effective January l;' 1980, a utility whose gas rates for 

industrial users lag beh:tnd the priee of alternate fuel can be 

required· to. remit the difference to- the transmission pi~li1le company 
~-plying auch gas. In light of this impending. poliey. the staff 
asserts that it behooves California to. have its utility gas rates 
for industrial customers set as close to the price ofaltemate fuel 
as reasonably lX>ssible; not doing so. will result in a needleaa drain 

of dollars fran California for utilization outside the state. 
We take official notice of FERC Order No.. 51 issued' 

" 

September 28, 1979 in Docket No-. RK79-2l. That order states, in part,. 

as follows: 
"Seeti!:m, 201 of the Natural GaB Policy Act of 1978-

(NGPA) (Pub. 1.. 95-621) requires that the gas 
used in certatn industrial boiler fuel facilities 
shall be aubj ect to incremental 'Pricing by means 
of certain surcharges. Section 204 l>rovides ~ 

, however, that such SUl:cb.arges may not eause the 
rates charged for natural gas to incrementally 
~riced indUstrial facilities t~ rise above the 
appropriate alternative fuel -price. By this 
order~ 1mder authority of subsection 206(d) of 
the NGPA" the Co=mission approves and transmits 
to Congress a rule affecting the ap?lieable 
alternative fuel price or ceiling. The rule 
provides that. until November 1, 1980, each 
applieable industrial boiler fuel facility 
shall be exempt from incremental -pricing above 
the level of. the -price of No.. 6 high sulfur fuel 
oil in the incremental -pricing region in which 
such facili~ 1s located .. " 

'*' ... '*' 

-15-
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"This rule is subject to. Congressional review and, 
may be disapproved by either Rouse of Congress. 
The rule will take effeet December 1, 1979' 
unless, during the first 30 days of eontinuous 
session of Congress after a copy of tbe rule has 
been submitted to 'each House of Congress, either 
House adopts a resolution of disapproval. If, 
however, Congress l)e%mits the exemption embodied 
in this rule to take effect, the %Ule sball hold 
in abeyance until November 1, 1980 so much of 
the three-tier regulations as are inconsistent 
with having a high sulfur No.6 ceiling .. 

"The exemption which this order :implements will 
expire on October 31, 1980.. On November 1, 1980 
the three tier .'Pproach adopted in the companion 
Final Rule' in this docket will become fully 
effective, unless that rule ia amended in the 
interim or & further exemption rule is 
transmitted to. Congress and not disapproved." 
In the final rule conC:Ur."~tly issued in Docket No. RM79-2l 

(Order No. 50) the F.z:l\C promulgatea. a t.cree-part ceiling system., which 

prov:;.de~. ::''":at, det>ellc1.iug· U'DOU a fa.~il1~~ installed' capability and legal 

authori ty to use certain fuels" an incrementally priced facility would 
have its ceiling price for natural gas. set at the level of the 
appropriate regional 'Price of No .. 2~ low sulpbur No.6, or high 
sulpbur No. 6- £gel oil. The FERC fcnmd that such a system best: met 
the Congressional purpose embodied in Title II of NGPA •. However, FERC 
also cotlcluded that it would be in the public interest to. hold the 
upper two tiers of the system in abeyance in the period January . 
through October 1980 to'provide a ~riod during which a better 
understanding of the three-tier app;roach can be obtained. 

-16-
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Weatem Mobile Home Asaoeiation 

In, this proceeding WMHA. aeelta to restore the rate 

differentials created 1n Decision No. 89907 dated January 30, 1979 in 
Case No. l027iL' ~ as1ca we restore the same rate blocldng in PG&E t s 

Schedule GT (applicable to park operators) as in PG&E'. Schedule G-l 
(applicable to park tenants). 

WJomA. states that Schedule GT was created by PG&E in 

response to Decision No. 89907.. In that decision it was determmed: 

that for mobile home parka the discount on lifeline usage should be 

increased to 15 pe,:cent for gas service and 30 -percent for electtic 
service in order to produce~the differentials required: by Public 
Utilities Code Section 739.5. After the increase in discounts ordered 

by Decision No. 89907 went into effect, -parks providing service 

through submeters received PG&E servicetmder Schedule GT and other 

entities such .as apartment houses providing- service through su~ters 

received-PG&E service under Schedule GS. 

2' Decision No. 89907 £ound~ as follows: 
1. Public Utilities Code Section 739.5 requires 
~t houses and mobile home parks to be 
considered separately in establishing rate 
discounts for master meter customers who. 
submeter. 

2. Public Utilities Code Section 739.5 requires 
evidence of the actual average costs incurred 
by master meter customers in providIng submeter 
service before the discount can be increased. 

3. The evidence of actual costs for mobile home 
-parlcapertains to the PG&E service area and oar 
inquiry on rates for mobile home -parks that 
submeter is lfmited to the PG&E aervice area. 

4. The eurrent discount for mobile home parks that 
submeter in the PG&E aervice area 1& inadequate. 
Adequate diseoants include the effect of 
diversity and are 30 percent for electric and' 
15 percent for gas. 

s. Other modifications to the discoant for mobile 
home parks and apartments can best be 
determined in each utility'. general rate 
cues and will be evmined in those 'Proceedings~ 

-17-
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lJMHA. alleges that Deciaion No.. 90424 modified the Schedule GT 
blocking in the same manner as it modified the bloeldng of Schedule GS, 

thus creating a disparity between the blocking for Schedule GT ancl for 
Schedule G-l. WHBA farther allege a that since aubmeteredcustomers of 
a park must pay the aame rates as if served: directly by PG&E under 

Schedule G-l, the reblocking of Schedule GT has ue> impact whatsoever 

on the actual user of the gas, i.e .. , the submetered customer. The 
only impact of the reblocking is on the master meter customer (the 

park) served 'Under Schedule GT. That customer usertedly suffers a 
tremendous detriment by virtue of the fact that while the tenants pay 
tailblock rates only for usage above 78. therma, the park must: pay 

tailblock rates under the multiplier schedule for usage over 4& thems. 

WMBA seeks' the restoration of the 15 percent differential 

established in Decision No-. 89907 • WM8A t s Exhibit 12 contains rate 
compariSons which 8Ul)port it,S propo8&ls. 

For the purposes of interim rate relief, PG&E and the 
Commission staff propose that the specific rate differentials 
established in Decision No. 89907 be restored, and that consideration 
of the request to- maintain those differentials at IS percent be 

considered in the final phase of this proceedtng. 

The following table depicts the-present reSidential blocking 
auc adjusted residential blocking whieh. would: restore the dlfferentals 

sought by WMBA.. 

-18-
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.. PACIFIC GAS AND ~C COMPANY 

MODIFICATION OF :RP.TE·:BLOCKS 
'O'l\'Dl2 scm:ooIJ.:S G-1, GK. GS .. GT 

Acio~eci Residential: Bloekins: Y 
Baaic (:s) and. Winter 

Schedule ~ S'ImIIDe1" !R) W X Y Nonll:fe1ine(N) 

IA 10 50 50 50 
IB 16 31, 5& 91 
II 26- ;0 ;0 ;0' 150 
m 26 Excess Exce.ss ExceS4,- 300· 
IV Exeesa ExcesS 

" ~ 

IA a 30 30 30' 
n 13 24 39 60 
n 15- 20 20- 20" All·' 
In 15 Excesa Excess. ExceS6 -. 
rv Exce!S$ -'. - -

GS.GT IA. 10 50 50- SO· 
IB 16- 31' 56 91' -,' 

II 10 30 ;0 ;0' All 
III 10 Excesa Excesa Exceas 
IV ExceN , 

:Rate Bl0ek5 for Schedules GS &- GT 

Basic (B) cd. 'Winter 
Seheclule Tier Summer (H) w .x. ~ , Non1i!eJ:i:1e(N) 

GS.GT IA 10 50 50 50 
IB 16 31 56 91 -. 
n 26 30 30 30 All 
III 26 Exeea5 ExcelS5 Exceu 
IV ExceS8. 

]I From CPUC Sta.!1' Exhibit 5 .. Page 2-1 in Applications NolS. 58469 anc1 ~70 
~~:... , 
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california Gas Producers Association 

The California ~ Producers As~oci&tion (Producers) urges 
that the Commiss.ion rev1ae its policy concerning; the amounts.' of. 
California. gas purchased by PG&E. hoducera contends that: (1) the 

~rice of California gas is less than: the' prices offered· by other 
sup~11ers; (2) there is more California gas available than is being 

'Purchased; and (3) increased purcbaaes of California gas would benefit 
both PG&E'a customers (in that rates: would be lower) and Producers' , . 
members (in that their sales would be increased). The foregoing; issues 
are more apprO'J)riate for consideratiOn in the final t>ha.se of this 
'Proceeding and need not be resolved 1n the interim pbase .. 

Producers also contends ~ and t>resented evidence to show ~ 
; 

that low-'Price Cal'ifornia gas is a viable alternative fuel for 
industrial customers because sufficient supply is available at various. 
locations at prices well below PG&E' s prices if they are s~t at the 

level of alternate fuel oil rates. It is Producers contention that 

.substantial increases in Schedule G-SO·ancf Schedule G-52 rates would: 
cause additional large users of boiler fuel to investigate the costs 

of construction of pipelineS to nearby sources of California gas .. 
Position of the Parties 

In their briefs.~ PG&'£, the Commission staff, and San 

Francisco urge the Commission to aet intertm rates based on the las~ 
adopted ratemaking criteria in Decision No. 90424 (supra). 

San FranciSCO states that interim rates at the level set 
forth in Exhibit 13 should noe reault in any loss of customers to" 
PG&E because most of PG&E' s customers are required to use low sulphur 
fuel and·, for 'P~actieal ~ae.~ with the climbing coats and limited· 
&Ul>Ply of fuel o11~ the ability to· switch to altenl&tive fuel a 1. 

eXtremely limited.. San Francisco concludes that in the instant case, 
the application of the Ccwnission 'a adopted altenuLt1ve fuel test 
will ~rospectively allow the Commission to charge fair rates. to its 
induatrlal customera .. 
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It is the 'Position of CMA tha.: the PG&E ana suff proposals 
are based on the ''what the traffic will',' bear" t>ricing~, which is 
inappropriate and unlawful. Q{A. clams that NGPA of197S provides no 
support for alternative fuel 'Pricing by this Commission;' that PG&E 
and the staff rely solely on past Commiasioa policy; that cost data 
are essential to a rational determ1nat1oa of Just ~ reasonable ~ and 
nondiscriminatory rates; that cost-of-service ind'ieatea that PG&E's ", 

'Present and proposed rate are unlawfully discrimi,,!atory and that lifeline 
rat:es must be iucreased in this proceeding 'in au effort to- bring the 

rate of return for sueh sales closer t~ zero-. 

CMA. concludes that it bas. demonstr4ted~ that the varported 
rationale offered in aup-port of "what the traffic will bear" pricing 
~s invalid and inconsistent. CHk asserts that the sole rationale of 

that "ricillg method is. to maximize profits from one grout> of cUstomers 
in order to benefit other customers. Asaertedly ~ thiBis beyond: the 
~er of the Commission and represents an abrogat1~ of its regulatory 
r esl>Ot1Sibil1ty. CMA also asserts it bas-demonstrated that the present 
rates and the rates proposed byPG&E and 'the sta£fwill ~roduce huge 
revenue shortfalls on sales to res1deut1&1 customers.. CMA. claims that 

the "proposed rates it has offered will continue a subsidy to residential 

customers but will place clear limits on the' extent of the subsidy.-

CMA believes this Commission is under a mandate of the California 
Supreme Court to consider cost evidence such as that -presented by CMA 
ill an effort to arrive at rates which are just and reasonable- ancr 
nondiscriminatory as between. customers ~ 

The arguments. of Kerr-McGee, General Motors, ancf Southwestenl 

Cement are essentially those advanced byCKk. 
Discussion 

PG&E is in urgent Deed of additional revenues beeaCse the 
substantial undereolleetions tn its GCBk~ In order to ~rov1de immediate 
additional revenues, we will not attempt to finally resolve in this 

interim deciSion the many rate design !awes -presented; resolution of 
" aueh issues should &Wait oar ffnal order. ' " 

-21-
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We will adopt for the purposes of granting interim relief 
thera~e design criteria set forth tD,PG&E's last GCAC-SAKproceedtng, 
Decision No. 90424.. However, we ahall COiIiIDe'nt Ott aome of, the evidence 
and argument in applying those rate des1gJl: criteria t<> the facta in 
this proceeding. 

Remanded'Proceedings 
The partiea opposing the use of alternative ,:fuel prices as 

a guide to setting Schedules G-50 and G-52 rates claim that there is 
'00 evidence in the record and no lawful ratema1d.ng theory upon which 

the Schedule G-SO and Schedule G-52 rates proposeclin the PG&E-ataff 

interim rate design proposal can be tmplemented by this Commission, 
consistent with Ole mancl&te of the Supreme Court in california 
Manufacturers Association v Public Utilities Cormn1ss1on, supra, and' 
the governtng requirement a of the Public' Utilities Code either on an 
interim or ~rmanent basia. 

We catmot agree. The Supreme Court in the cited proceeding 
did not condemn and: prohibi1: the \lSe of alternate fuel pricing 
criteria; our orders were remanded in order that we provide a rate 
deSIgn which ia c=sistent and fally supported on a factual, basis .. ' We 

believe this record contains the ucta which will support the rationale 
for tberate design ,adopted' hereUl. 

NGPA. -
We strongly disagree with CMA concerning the effect of. NGPA 

on the rate design issues in this proceeding. The FERC rules~ 
heretofore referred too, will become effective .Jcmary 1980.. On and 
after that date we 1IUSt abide by such rules. absent- an exempti.on from -

FERC. PG&E! a large customers are well aware of the purposes underlying. 
NGPA and of the rules adopted tC'r place such 1>01iciea in effect. By 
adopting. the pricing policies of NGPA in advance of their effectiveness 

'em a federal level, we are carry1Dg. out the purpose. for which those 
pricing policies. were ad.Opted, which are to protect residential and. other 
high priority customers ,£rom the initial brunt of gas cost increases re­
sulting from., the phased deregulation of domestic natural gas prices. ' 

- " 
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canadian Gas Prices 

PG&E' • principal gas supplier is ita affiliate 7 PC'!, whose 
main source of supply i. Canadian gas. !he Canadian gove~t baa an 
announced' policy of pricing natural gas aold to this country at a 
level comparable to the coat of Canadian fuel oil impo~ec! into 
eastern Canada.. It appears reasoXlable to .follow a similar pricing 
poli~1 at this e~~ o~ t~~ ?GT pipeline by pricing gas for sale to 
PC&E· S C".lstome:-s that have the ability 'to use either fuel· oil or 
gas at th~ level or the fuel oil prices. 

Alternative Fuel Oil Price Data 

As discussed heretofore, the alternative fuel price 'data of 
record which are certatn at this tfme are the fuel oil prices paid 
by regulated utilities. The record contains data for PG&E and for 
Edison. We will consider those data for the pu:.i:-pose of establishing 
interim rates for Schedule G-SO and c-;.S2, as well as the fact that . ' 

=der nRC rules effective JCTJJ11:Y l, 1980, only. the eosts of No.. 6-
high .sulphur fuel oil initi-.llyare to beconaid'erea, in implementing. 
the pricing -policies of NGPA. 

Lifeline Quantities 
A key l)&rt: of Q{A. t. rate proposal is to increase the monthly 

customer charge for residential and .ama.ll commercial customers frem 

$1.20 to $3: .. 00 (150 percent ixtcreaae).. The effect of that increase 
is to raise the charge for lifeline quantities by substantially greater 
amoants that the average increase.. The following table demonstrates. 
the effect of the PG&E-staff and Q{A 'P~opoaala on charges for. lifeline . ,. 

quantities. 

-23-



.... :. ,~---,,:,,--• 
A. 58892, 59045 .1cm 

TAB'LE 7 

PACIFIC GAS ANI> ELECTRIC COMPANY 
(GAS DEPART.MENT) 

COMPARISON OF PROPOSEJ) CHAltGES FOR 
LIFELINE QUANTITIES OF GAS 
(INCLUI>ING CUSTOMER CHARGE) 

PG&E- Percent 
Lifeline Quanti!! Present Staff Increase 

Summer (26 tberms) $: 6-.23 $ 7 .. 34 17 .. 3 
Winter (106 therms) 21 .. 56- 26.11 21 .. 1 
Average 'Ra.te Increase - 22.4 

Percent 
CMA. Increase 

$10.59 70 .. 0 
33.59' 55.;.8: 

- 23:~0 

In the parallel PG&E ECAC proceeding (Decision No.. 90869 

. dated October 10, 1979" in Application No. 58Sl9) we determined that a 
reasonable level of lifeline rates for electric se'%V1ce (including 
customer charge) is 1&.47 percent below the average system rate.. For 
gas service the present average system-rate is 25.34 cents per therm, 

and the -average system rate under the interim proposals approximates 
30.97 cents per them.. The relationship between the 4'Y'erage system 
rates and the lifeline rates for gas service would be substantially 
cbanged under CMA.' $ proposal but would remain more nearly constant under 
the PG&E-staff proposal. The lifeline quantities of gas service 
established by Commission decision at the direction of the Legislature . -
represent the level of service nec:easaxy to generally meet the min:b2ram 
essential needs of residential eus.tomers for each of several basic: types. 

of aerrlce. Accordingly ~ within those quantities ~ the demand is 
generally inelastic:, inasmuch &8 those quantities represent basic: or 
minimal amcnmts of service. Therefore ~ we can expect les8 conservation 
to be achieved to lifeline blocks where demand is inelastic. than 1n 
other resident:1&l blocks where the demand· is considerably 1DOreelastic. 
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It ia reasonable £rom the .,eandpointof conaervation to- inC1:'eaae rates 
for lifeline quantities in an amount the same or less than the average 
increase in rates in orderto·~reserve the intende4 conservat1on­
oriented benefits of lifeline rates and to increase by greater amounts 
the rates for services which are subj ect to greater elut1c1t;y of 
demand. The interim rate proposal of PG&E-staff would· achieve those 
varposes while CHAt. rate proposal would produce contrary results. 

CMA's propos.al would shift to the lifeline blocks perceneagewise 

increases in rates 2 to ~: times the average increase in rates.. Even 
if increases in lifeline rates of such magnitude were justified. tbe 
ultilDate level of lifeline rates to be reached· should be achieved 
over more than one proceeding. 

It will.be :reuOIl&ble to adopt: the alternative l~el, of 
lifeline Atld nonlifeline residential rates recommende::l by the s,taff in . 
Exhibit 23- for the pax: poses of the interm phase of this proceeding. 
!he effect of the staff proposal is to' establish a lower' increase for 
lifeline amOtmta than in Exh!bit 13 and to increase the rema.iniXlg: 
residential blocks by a sufficient amount t~off.et the revenue 
reduction for lifeline quantities. This l>loc1d.ng gives effect, to the 
conservation 'POtential inherent in the lifeline block. 

The following table depieea the rate apread'found reasonable 
for the ~ses of this intertm proceeding. 
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TABLE 11 
PAOJFIO OA.q AND }1,WFRrO OOHPANr 

OAS I)EPARTKEtn' 
StJlot(ARY OF REVEM}ES 

RATE DfflION nASEOON ALT~NATE FUn. 
DmIfATIOH OF AOOPTED INTERIM INCREASE 

G-W-'19 In~eri~ Increase {a} 
EffecUvc 6-19-'/'J In~erll1l 

Ravcnuo Amount. Ret.os Sales n~t.o 
Hth $ZTh Hl 

tofTh 
Hl Percent. --Mfh-

(A) ( n) (e), (E) ( r) (J 
" 

Resldent.h1 
CUst.OII'\cr Hont.hs )1,4'1).1. $1,20 )'1,768 
Tier'I-A 8M. 419 .10)22 162,716 ,041491 66 292 22.6 
Tier I-B 7(11')7Q .2OClO2 lI.I,888 .0/.149 • 20.1 
Tier 11 ,)12,'.52 .2834'1 <!8. ~'Il '046lU 16.) 
Tler III 2l6.487 ~ .2'1931 6l..810 .Q4611 )),OW 15.4 
Tier IV 79,410 ' .• 'J7J21 ?!Jt641 .04611 12.4 
GH!S/T-N loa,6~ .30011 . )~,4'lZ .04~1 - 15.~ 

. TO~81 2,)14,'t . 5~ ,931 99.352 1.1 • 

Non-Residential 
0-2 CUstomer Mont.hs 2,Q2S,8 $1.20 ," . 2,4)1'· ,.. .... ~ --
qQfMlOdUr 1.755.540 .20011 !i22190~ ,04~2 'l~I348 .!hl 
Subwt,al, ·1,,755.540 ,495,334 - 75.')48 15.2 
CJ...5Q 902.930 .2.6791 241.904 .062W 56,06) 2').2 
0-52 1~,9BO ,22691 43,1013 .07'J0? 1),8$6 32.2 
(}..,~5 & 57 1,813.390 .2~oa1 , ?!~6.6a2 .05919 1071~l5 21..6 

. Tot.el 4,661,840 1.217,O~8 2~2.32 ~.iJ 

Resl\le 
O-JJO Lifeline 15. 11,0 .17922 2,11) .04045 61) 22.6 
().,.6Q NQnHfelin~ '29,700 • 223a6 6.667 .04045 1,~9 \$.1 
0-61 LIfeline . 1,990 .17467 34~ .04292 85 21..4 
0-61 Nqn11r~11ne 1,600 .22142 )62 .Q4~2 72 .. ' 18~$ 

0-62 ~lfeli,ne .1/.1) .17397 80 .• Q42-]~ ~ 25.0' 
0-62 Non11feline 7}Q ,22,£'72 l~ .04292 ,)1 18,1' 
0-63 L~(eline 21,2}O .17()'J1 3.6)0 .04292 911 2~.1 
O~6)NQnllfe1~ne . )1.220 ,221.92 t1022 .04292 11~O .l2!.! 

. Tqt.a). lQ2.2)O -'2 @ - 4.~iJ 20.4 , , 

$QC810ss . 295,650 • 24MIJ 71,5~ .05<)84 15.0)~ 21.0 
TQt.a~ '/ t )'14,488 1,;.g6t1;496 3?l..21 '. 1.9.9 

(8) Sales, reVCD~e~. ~ ,revenuerc(fJh'Cn\~nt,b3s~d Qn «roo st.qrf Exhibi\. 11 (8S ~Qrre¢t.ed) in 
ApplleatiQn N9. 5~2''fHh ~v~OJe'requlrement, ed.lust.e4 fQr I.ugust. 1,1,,1979 un!.'" CQst, Qf 
roT gli!$ shOwn ,1,1) Aw1\QliHQIl NQ. 5901l~' .' '. '. . . . 

-. - ....." -,' ~ ~ ~ ~ > -, -~ .' ': - • - - • 

$1.20 
.221.71 
.24151 
• ')2958 
.')4548 
.419)8 
.)$428 
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,21689 
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Findings of Fact 
1 ... In Applications Nos .. 58892 and 59045 PG&E seelcaa combined' 

total increase in Gas Department revenues of $463.,786.,.000 or 25.3 
-percent for the revenu.e forecast t>U'iod of July 1, 1979' through 
December 31, 1979. those requests reflect principally the increases 

. . 

1-0. -purchased gas obtained from PG&E f S })rincipal aup~liers,. El Puo· and 
PCT (Canada). 

, , 

2.' Substantia! underco11ectiona of revenue result from the 
above-mentioned increases in the cost of })urchased gas which,. under the . 
GCAC proc:edures adopted by the Commiasi01l,. are recoverable in the 

period beginning .July 1,. 1979 .. 
3. The aforementioned aubstant1alundereolleetions 

have adversely a.ffected PC&E' s cash flow, and thus, PG&E should be 
granted interfm relief pending resolution of the rate design and other 
issues raised in these })roeeedtnga~ 

4. The interim relief sought by PG&E ia set forth in its' 
. Exhibit 13 in the annual amcuntof $415,721,.000 or 22.2 percent. The 

Commission ataff conc:ara that inter:£mrel1ef should be granted and joins 
in the recomtllCdaticma set forth in, Exhibit 13: (exceptaa provided iu 
Exh1bit 23). 

5.. The Coamission. in PG&Eta laat GCAC-SAM proceed'1ng(Deeiai01l ,. 
No. 90424) found that in future GCAC-SAM proceedings it is reasonable 
for rate design purposes to- base the 'Price for lOW' priority g..... . 
customers on the average price of competing alternate fuel.. In 
response to directives in that decision, PG&E and the staff presented 
evidence with respect to euu:ent fuel oil prices. 

6. 'the rates for low priority customers (Schedules G-SO,. G-52. 
G-SS.and G-57) in Exhibit 13 reflect the costs of alternate fuels, 
except that the rates for low priority industrial etlStomers' (Schedules 

G-50 and C-52) are below the levels proposed· by PG&E and the staff in 
their f:lnal. proposals. Ptmding. final. decision in. these proceedings,. 
it will be reasonable to- un the data in Table 4 ... the aPPr'?Priate 

basis of setting rates in Schedule.s G-SO and G-S2. 
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7 .. ~ baa not demonstrated 1:bat its proposed rate design would 
serve as a greater inducement to encourage conservation than that 
proposed by the staff andPG&EO' 

8. PG&E receives ita gas from various suppliers &t varlOllS 
'Pr1ees~ with Canadian gas being the most expenaive .. 

9.. If Canadian gas deliveries to PG&'E were substantially 
reduced, PC&E would not· be able to serve many of ita low priority 
(fnduatrial) castomers. 

10. Canadian gas deliveries to PC&E most directly benefit low 
priority customers because without thia gas they. could be curuiled. 

11. Use of average ayatem gas costa to detem.1ne the contribution 
of various classes of customer (low priority and high Fiority) to 
overall revenue requirement does 'Dot reflect the fact that incremental 
scarces serve various priorities ... 

12. !'he highest priced gas PG&E purchases serves the lowest 
priority eustomers, withoat such ,gas those uaers . would have to use 
alternative fuels. 

13. Tbe Canad~ govexuwent establishes & border sale price for 
Canadian ga at the level of alternatiye fuel prices in canada. 

14. The revised gas rates adopted herein nIl prov1.de PG&E's 
eustomers with an economic signal as to the coat of energy. 

15. Cas rates established close. to the cost of altemate energy 
will provide incentive for couaercial and industrial customers to 
maximize efficiency and conaexvation in their 'WIe of energy. 

16. Alternate !uel cost ~ricing retains benefits to California. 
hi;h priori~y ~~sto=ers that othe~~se may be lost because 0: federal . .' 

incre~ntal pricing policies to be implemented unjer the NGP~. 
17. An increaae in the lifeline quantity rate in excess of 

4.119" cents' per them could l.ssen the effectivene.. of the cOEl8en-aticm 
potential inherent in the relationahit> of 11feliDe to nonlife1ine 
quantities for the residential elaaa. 

18. The rate du1gn features of Exhibit 13 are baaed, em- those 

adopted as reasonable in prior PG&E GCAC-SAH proceedings. The rate 

levels set forth in Exhibit 13 modified .0 that the Schedule G-S2' rate 
level 18 the _ .. the Schedule C-SS rate level ad; 1IOdified 80: that 
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. 
residential lifeline and nonlifeliDe rates are on the level set 

forth in staff Exhibit 23 are reasonable and· justified:. 
19. The inter±m rates described· in the preceding fiudtngwill 

produce an .anm:zal revenue increase of $371 ~ 293,000 '. or 19.9' percent .. 
20. In the last GCAC-SAM proceeding Tier& II an<f III of PG&E's 

Basic and Summer blocking of PG&E's rate Schedules GS and c;r were 
changed from ehe equivalent blocking of PG&E' a Sehedule G-I. This 
cbange works to the detriment of mobile home park operatora with 

aubmetered customers withoat offfttting benefit. The maxi;mum monthly 
revenue effect of this change per aubmetered tenant 1& approxfmately 
$2.62. 

21. Because there i8 an u.nediate need for the authorized: interim 
rate relief~ the following order should· be made effective the date 
hereof. 

22. The increase in rates and charges authorized by this deciSion 
is justified and reuonable; the present rates anef charges,. tnBofar 
as they differ from those prescribed by this deciSion, are for the 

future unjust and 1l1lreaacmable. 
Conclusions of 1.aw 

1. PG&E should be authorized to increase ita gaa rates on an 
interim basis as set forth in Table 8. 

2.. The blocking of PG&E'a. rate Schedules CS and G'r should be 

1D8.de the same as Schedule G-1 from the effective date of the tariffs 
filed by PG&E under 1:be authorization of Deciaion No.. 90424. 

3. PG&E should refund any overc:barges to mobile home park 
operators collected during the -per:l.odfrom June 17, 1979' to- the effective 
date o£'th1s order. 

4. PG&E: shOttld charge the amoantsof the refund to its GeM or 
Rch wec:esaor accounts as authorized by this. Coam1.a1on .. 



.. • 
INTERIM ORDER 

IT IS ORDERED that: 
1. After the effective date of this order Pacific Gas and 

Electric Company is authorized to file the revised rate schedules 
Attached to this order as Appendix B: and concun:ently to withdraw .md 
cancel its presently effective schedules. The effective date of the 
revised schedules shall be four day. after the date of filing... The 
revised schedules shall apply only to service rendered· en &lei after 
the effective date thereof. 

2.. P'aeific Gas and Electric Company shall make reftmds to 
Schedules GS and GT customers as ~rov1ded' in ConclUSion J. of the 
preceding opinion~ and it shall charge such reftmds" to' its Gas Cost 
Balancing AccOtmt or to successor accounts .. 

The effective date of this order i. the date .. hereof.. . 
Dated Oc-:.ober 23. 1979 ~ at San Franc:1.eo~ c&liforni.a.~ 

JOHN E·... SRYSON' .'. 
. . 'Pres1den t. 
RICHlUID' D .. ·, GP'~VELIZ 
CI.AIPZ .T';.·. DEDRICK ' 

.!.EONA..-=ID' J.!., , GRII£s" JR..;. 
Co::n:lissioners ' 

Co==issioner Vernon l. S~urgeonpbeing 
necessarily absent.p-c,id no.t. .. partiei~a-:.e 
in t.he disposi ~ion of. t.his' proceedi:lg ... 
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APPENDIX A 

LIST OF APPEA'RANCES 

Applicant: Malcolm H. Furbush. Robert Ohlbach~ and Shirley Woo, 
Attorneys at Law, for Pacific-Gas and: Electric company • 

. Protestant: Sylvia Siegel, for TORN. 

Interested Parties: Henry F. Lipritt, II,. ~ttorney at Law. for 
California Cas PrOducers MSOC ation; Graham & .1ames~ by Boris H. 
Lakusta. David .J. Marchant ~ and Tbomas J. MacBride. Attorneys at 
taW, for Western Mobile Home Association; Downey,. Brand, Seymour & 
Rohwer. by PhiliLA. Stohr,. Attorney at Law,. far General Motors 
Corporation; Bro cit, Plileger & Harrison. by Gordon E ... Davis and 
William H. Booth, Attorneys at Law, for california; Manufacturers 
ASsociation; OVerton,. Lyman & Prince, by John Pme. Attorney at 
Law,. for Southwestern Portland" Cement ComPany; orge Agnost, 
City Attorn~,. by I.eonard Snaider,. Attorney at Law, for the City 
and County of San Francisco-; KOrrison & Foerster, by .James P. 
Bennett and Thomas R. Cochran,. Attorneys at Law for Kerr-MCGee 
Chemical Corporation; W. Randy BaldschUn, for the City of Palo 
Alto; and Harry K. Winters. for the University of Califorxi:ta~ 

Commission Sta.ff: .James T. Quinn and .l'uper W!lli..s:ms,. A:ttorneys at 
Law. 



APPENDIX S. 
"Page 1 01: 2 

Pacific Gu. and nect.nc C~ 
Gas Dejartment 

+ 

1. Applicant 'a ratea and charge a are changed to the le-vel or extent set :forth in 
tb:i6 appendix Cincl':l.dea TCA.C adjustment) .. 

a. Customer ChaW 
Sche<!:alea G-1.. G-2. Q4 GS~ G'l' 

b. CoIlllDOdi ty Charge 11 
Schec1ulea G-l. GM. GS" GT: ~ 
~er n. - All deli verie~ per therm' --•••••• ---••• 
~er IB .... " " ........... ' ..... ' 
Tier II "" " " .. ----.... -..... ' 
~er III .." : " " .. ' ............... 
'!ier IV. .. tf 

GM-N... GS-N. GT-N.." " 
" tf -_ .............. 
" 

,,: .................. 
Schedule G-2 ", 

All deliYerie&~ per therm - •• - •• ~.-••••••••••••••••• - •••••• 

Schedule G-30 
1'0 ~ ~c:rea.sed c:ommenaurately 'With Schedule G-2 

Schedule G-50 ' 

Per Meter 
Per Month"" 

All deliveries. per therm ............................ .............. $ O.3-~· 

Schedule G-52 
All del1veries. per therm ~_ ... __ ._._ ••••••• __ ._ ••••• __ •••• "$ 0.,0000 

, "" . 

SchedllJ.es G-55, G-5? 
All deliveriea, per therm •••••••••••••••••••••• __ ••••••••• S 0.30000 

Resale Schedules 
hrst (ii!el:i..ne Vol'Wle). 
~ ther.m -._ •••• ____ •• 

Exceaa. per therm ...... . 

2. The gas air-conc1itiol:l:Ulg liteline allo-..:c.ce sball 'be billed at" the ~er IB: rate. , 

Y Reaidential qucti ty bloc:ke are show on ])ILS'e 2 o! 2 o!~dix B. 

·-t . .... 


