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Decision No. 9'1;23':' ~''''9' ;",' 
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"',,-,"""\. ," ",_ .,.,.A-o, .... , . "., . .,. JAN 15. 1980 

BEFORE TEE PUBLIC UTI1ITIES COMMISSION OF tp~ STATZ 0: CALIFORNIA ' 

Investigation on the Commission·s ) 
own :otion into the electric ) 
resource ~lan and alternatives ) 
of Paei£'ic Gas and Electric' j', 
Coc.pany aIld the rate:aki:lg 
im~lications and o~tions 

..:.r_e_ia_t_~_·n_g_, _t_o_t_h_e_v_an_·_·_o_u_s_p_~_ans __ • ---l 
Application o£ Paci£'ic Gas and ) 
Ele'etrie: Company 1"or authority ~ 
to revise its 'gas rates and 
tari£fs 1.Ulder the" Gas Cost 
Adjus,t:nen t Clause and. the l 
Supply Adjustment Mechanism 
and to change gas rate,design. 

) 
(Gas) , ) 

--~--), 
AppliCatiOl:of·Paeiri:c G~ and ) 
Electric". Coln'Oany for: authority ) 
to·re .. n:se; itS gas rates and. ) 
tari.f£s 'Under the Gas Cost.) 
Adjust=ent Clause to reflect' ) 
t.b.eef"i"ect of an, increase in 1 
the border~rt, ~riceof ' 
Canadian gas." • ' 

______ (~G:.;::::;as;;..,):-______ )' 

. -, ""-.. 

OII No. 26 
(Fifed Septembe~ 6~ 1975) 

. , kc~lication No.; 58$92" 
(Filed lw!ay 2;,,' 1979) 

,,", /' . 
,,", " 

Applica't1on No.. 59045 
(Filed August, 6p 1979)',' 

ORDER MODIFYING DECISION NO. 91109 

Decision No. 91109 d.ated December 19. 1979, in OII No·. 26-
(cogeneration phase), int.er alia, :round that there is .justification for 
an incentive R;as rate for cogeneration use which is cons:tstent With 
the avoided cost pric~ng approach acd directed Pacific Gas' and Electric 
Company (PG&E)' to file a proposed ~ncentive gas rate'tari:ff to· be 
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OII 26 et al.~ 

:eviewed in ~he ~ex~ sas proceeding for cogenera~ion co~sistent with 
t.he avoided cost principal developed in OII No. 26._ 

~ecision No. 9110S.dated December 19, 1979 in Application 

No. 58$92 and 59045 (GCAC/SAM proceedings) authorized PG&S to 

establish a Schedule G-50 rate of' 40 cents per ther:l~ a Schedule G-52' 

rate of 34 cents per ther:t~ and a Schedule G-55 rate of 30, cents pe~ , / ' 

therm.~ In that proceeding, Kerr-McGee Chemical Corporation 

(Kerr~~cGee) proposed that a reduced natural gas rate be established 

for indust~al cogenerators.31 !hat request. was referred to OIl 
No. 26 for resolution. 

On Dece::lber 2$', 1979, Kerr-McGee file<!' its Petition £0-= 

Modification of DeciSions Nos. 91108 and 91109. Its petition 

alleges that at, its, public conferences, of Dece:nbe~ l~ and..19, 1979 
the COm::::ission debated ru:d appeared to decide three issues concerning 

a cog:neratio~ natural gas incentive rate: 

1. The Cocmission would direct PG&E to £ile a 
cogeneration natural gas incentive rate. 

2. '!he Cox::n1ssion would not delay i:lple:entation 
o£ the cogeneration rate:. 

3. The cogeneration rate~ at least in the interir:l, 
would establish a rate for PG&B:fs coge:lerating 
customers eoual to PG&Efs electric de~artmentfs 
rate, i.e., -at the 'Sched-:.:.le G-55 rate., . 

Kerr-?J!cGee states that in spite of -:he fact. ~hat the intent of the 

Co~ssion was clear at the public conference seSSions, so=e un
certain.ty :ay exist concer:l1ng when the cogeneration nat'U.ral gas rate 
is to be i::lplemented. ~'Jhile the language inco:'pora-ceQ. in the· final 

11 Sch~ules G-50, 52, aLC. 55 apply to inc.ust.rial c'U.st.OIlle!"'s 'With 
al ternate fuel c.np3ci ty (Priori ties :3, 4, allC. 5). Schedule G-50 
i~ applicable "Co.(ind~stria1:. Ct:;stomers . with N~. 2 fuel oil capa
c~ty; Schedule ~52 ~s ap~l~cableto ~nd.ust~al cus-:ooers having 
No: 5 and 6 fueJ.>oil capacity; and Schedule G-55 is applicable to 
bo~ler fuel usage by PG&E. 

Y The record in Applications Nos. 5SS92 and 5904.5, indicates that 
Kerr-McGee receives electric service from SouthernCali£ornia 
Ed.ison Cocpany a'C~.plants where cogeneration facilities are ··in 
operation. Gas, $ervice at such plants is furnished by PG&E. 

,,-' 
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orr 26 et ~. i;s • ' .. 

revisions to Decisions Nos. 9110e and Ql109 would sv~port p\~g's ~)hmitt;ng 

a proposed cogenera~ion ra~e tari££ along with other ~~ffs reflecting 
increases in rates, PG&E has indicated it :nay be interpretillg these 
~ecisions to re~~r~ the filing 0: such a tariff not before the 
GCAC/SRr. proceedings to increase gas rates effective July l, 1980, 
an interpretatio~ potentially leading to a ~elay of at least six 
::onths in i=plemen::ing a cogeneration gas ra'te. Assertedly, this 
inte=pretation and the resultant delay 'dOuld oe totally inconsistent 
·~th this Co~ssion's aggressive policies to encourage cogeneration, 
~d ~ost d~atically ·~th the approXimate S7 =illion reduction in 
PG&E's reve~ues for its failure to develop cogeneration vigorously. 

Kerr-McGee further asserts that such a delay is unnecessary 
and counte~roductive because the policy ~ecisions conce~~ng a 
cogeneration gas rate already h~ve been ':lade; the Commis'sion has' 
decided that a cogeneration rate is necessary and, at least tor the 
inte~, at ·~t level the rate will be. 

Kerr-!~cGee reqr.:ests that Decisions Nos. 91108' and 91109 
be modified ~o provide tha~ PG&S immeeia~elj icplement petitioner's 
understandi~g ot ~he Coomission's intent in those decisions, as 
expressed in its Petition £or MOdi!icatior.. The petition 'daS served 
on .. par:ies ot record. ir. both proceedings. !fo response t.o t.he ?e~i ~ion' 
l'las been recei vee. 

, We agree that. the intent of" ~he Commission is. not 
fu.1:1y expressed in the f'u.dings and order in Decision No-. 91109. 

,- J"-i 

!'~':.clearly was our intent that, initially at least, PC&E should. 
es~blish a gas rate £or industrial coge:erators at the level 
applicable to PQ&Z's o~ rate for gas used as boiler fuel as an 
incentive tor new cogenerat'.ion !"acilities to be established.V Sc.ch 
lower gas rate is intended to apply only to gas used in cogeneration 
operatio~, and is not intended to apply to other uses. It is also our 

Y The record in OII No. 26 shows that within PG&:E's service area 
there are 1e custo~ers with existing cogeneration facilities (16 
with boilers, 5 with hot exhaust gas). These customers probably 
are capable of burning natural gas. The :ecord also sho'W'S that 
there are 12 pot~ntial projects involving cogeneration for the. 
~ear f'u~ure (including ~ oil field projects wherena~~al gas is 
being co::.sidered as all a:. -eernati ve fuel due to· Depar-~~ntof Energy 
resistance to burning oil, and because o£ air ~uality proble:l:S with 
other i'uels). 
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./ 

;,I .. " .r 
intent tha~' the provisions of D~cision No. 91109.be 1:llplemented, 
as -soon 'as ~ossi"ole ill order to f'aciaitate.- the"liltmediate constructio!l. 

I .. tt .. , '~'I" p : • .', 

of' needed new cogeneration .f"acilities. Therefore, we will amend ' 
," 

Decision No. 91109 to provide that pee shall file a new Sehedule 
G-55A as more specifically set forth in Appendix A, and tha~ such 
new schedule shall, become ef:e~tive five days after filing. Append.ix A 
(Sehedule No. G-S;k) establishes a natural gas 'rate applicabl; to 
cogeneration uses which is on the same level" as ?G&S! s rate for" 
electrical generation boiler !uel (P-S),<usage. 

.... 1< .. ~~ _ .. ... ,{.. i _ .. .-,. 

Since this is a corrective order i~ shoulc. bee!fective' 
the da'Ce of.,signature. " 

l ... 

IT IS ORDRRED ~ that ~ 
.. > 

," 
Decision No. 91109 is ~odified as follows: 
(a) The following find~ is added: 

.' 26. Until :-tirther order of the Com:rl.ssion, the 
establishment of an incentive gas rate tor 
cogeneration usages on the same,level as 
the Schedule No. G-55 rate applicable ~o' 
gas used by PG&E for electrical generation 
will be consistent with the avoided cost 
priCing approach referred to in Finding 2;" 
and' w.ill penni -c cogenera-cors and lPG&Z an'" 
equal rate for gas used to geriera~e 
electricity_ 

./; 

(b) Ordering Paragraph 13 is amended to read as follows: 
'I 

13. PG&E is authorized and direc-:ed to file 
the ra:te schedule attached to this order 
.·as Appendix A not later than February 1, 
19$0. The rat.e schedule sr..all become 
effective five days after filing. !he 
schedule shall apply only t~ service 
rendered on and after the effective date 
tJ:lereof ." 



· ---_.- •.... 
OIl 26 e't. aJ.. its ...... .: ' 

2. In all other respects Decision.No. 91109, as .amended 'by 
DeciSion No .. 91181, shall :-emain i:t full 'force and effect. 

The e~fective date of this order.is the date hereof. 
Dated JAN 15 19Rn. ? at' San Fl"'anc1seo;,. cal.i.f'ornia • 

.... . 



• • OIl 2& et al - D.91Z39 

Commissioner JohnE. Bryson, Dissenting 

I believe it would be fairer to adopt the 
special cogeneration rate for existing co-generators in 
July at the time of the next purchased gas offset case 
for Pacific Gas and Electrie. 'Xc> do otherwise stimulates 
nc> new co-9'eneration~ It d.oes, however, result in a 
short ter.m loss of projected revenues for the utility, 
and thereby the ratepayers, and a short'term Windfall 

.'\ . . 
for Kerr-McGee and other existing co-generators'. ' 

January lS, 1930 
San Francisco, california 

.. :'. " 
·,,_0,', 
,. ~ -, < 
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on 26 e~ 3l. •• • .....- .... --_ .. -... .,..----
APPENDIX A 

--SChedule' No.. G-55X-· 

-COGENnAnON" NATtfR:A.t- 'GAS""'=$E~VICE , 
,_._--+ ..... -,-.... --.. -~-. - .~- -----. 

APPLICABII.!':'!' ----------------.---
- .•.. - ----AppricaOle for natm:al g~ se:v.i.ce ~ cogenera~ion U$eS.' 

I", ,_....... .... 

,I, 

The en.ti-'"'e terri to:ry serted.. 

OJ..S.t.omer Cb.a:-ge ' ........................ 1 ......................... . 

CoCClodity Charge: 
For all gas 'c.m veries~ per ~er.n ••••••••••••••••••• a.a a • 

SPECIAL CONDrnO$ 

Per Meter' 
Per- 'Ment." '., . 

$l.20 

1. Service under t.bi.s selled.ule is subject.. :0. disconti:l:lcce i:l whole or 
in ~-t. witho-..J.t. :lOt:ice in C3.3e of ac~al or anticipated shor-..age o!'nat;J.ral. gas 
resulti:lg :C=o:Il. an ~:Cicient S'..tP!'1:r~ inacieq'J.ate transmiMion or deliver"r 
capacity or :Caeilities~, or stcrage~i.'"'em~ts. :he Utility ~~ notoe. 
liable :Cor damages occasioned. 'by interr..t-ption or disconti:n:.ance of service 
supplied \l:lder ~,~chedule. Such. inter!".:.ptio:c. 0: discon~ance of service 
will be made l.n. aecord.ar;,ee witil. Rules Nos. U. and 21. 

' . 

2. Authorization: Serlice 1.Ulder this scheO:le is' not. available wi thOt:t . 
prior authoriza:tion ':rj ?esolut.ion ot t~e Ca1ii'or:ti.a F"..lblie Ut.ili t.ie~ Co:mzi"-iou. 

3. The rate in this Seb.ed:"...le i$ a-pplicable 'to -:.!le C"..t:stomer·s cogeneratiol:l 
~sage and. is not applicable to gas u~ed !or ot.her plr-poses. 

,. 
4. For C'.lstomers with. gas ~; served uncier :nore than one priority class 

IJJ'Jc./or with :lore t.!la::. one alternate i'J.el and who otheroh'ise quali!'y' i'or service, 
hereund.er,. this. ~cheC.ule is available !or t~t portion o~ e,,:,S";Qmer" s u~e .whieh. 
~ali!ies. . 

• -- •• ____ -w .. _ .• ____ ~ ____________ . ___ " ______ • __ • __ .0-______________ _ 

Cogeneration - The :seqJ.ential product.ion or eleetricity and heat,~te.am, or 
.-... -U$€rurwork-!'roin~e_same~a-sOloCttCtt'tC:l!er. .. :----------.,;,-----~----

- ..... __ .. - .- ...... ~--

. ----..... ---~ ... -·--I~·-- ., .... _ .. - _ ...... ---'---.. "~--.----.-- ... - .. -' .. 
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