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BETORL THE PUBLI” UTILITIgs COMMISSION OF TEE S"‘A.‘I’v oF CALI“ORNIA L

Invest gation on the Commission's )
own motion into the electric
resource plan and alternatzves

of Pacific Gas and ‘lectrzc

Company and the rat

implicatiorns and options

re*atzng o the various plans .

(Filed September &, *978)-u

%

Apnllcat;on of Pacific Gaé and )

Eleetric: Company: for authority _

to revise its gas rates and ‘

tariffs under the Gas Cost ' Anollcatzon No. 58892

Adjustment Clause and the - ‘ (“1led Mhy 25, 1979)

Supply Adjustment Mechanism L

and to ckhange gas rate design. ) ‘ o
)
)
)
§
%
)

{Gas) .

Applicatior of Pacific Gas and
slectric: Combany for authority
- to revise its gas rates and
tariffs under the Gas Cost
Adjustment Clause to reflect”
the effect of an. increase in -
the border export price o*
Canadian gas.

(Gas)

Appl 1catzon No. 590&5
(“11ed August 6 1979)

ORDER MODITYING DECISION NO. 91’09

Decision No. 91109 dated December 19, 1679 9y , in OII No. 26
(cogeneration pPhase), iater alia, found that there is Justlficatlon for
an incertive gZas rate for cogeneration use which is consistent. with
the avoided cos*‘pr1c¢ng approach and directed Pacific Gas and zlectrzc .
Combany (PGEE) ¢ "1le a Droposed incentzve gas rate tariff <o be
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reviewed iz the zext gas proceeding for cogeneration comsistent with
whe avoided cost principal developed in OII No. 26. ,
Decision No. 91108 dated December 19, 1979 in Applzcatlon
58892 and 59045 (GCAQ/SAMZproceedxngs) authorized PGES to
stablisk a Schedule G~50 rate of L0 cents per therm, a Schedule G-52
rate of 3L c¢cents per therm, and a Schedule G-55 rate of 30 cents.per
therm.;/ In that proceedlng, Kerr-McGee Chemical Corpora
(Xerr-McGee) proposed that a reduced ratural gas rate be est ablzshed
for industrial cogenerators.2 That request was referred to O0II
No. 26 for resolution. N | ,
| On December 28, 1979, Kerr-McGee filed its Petition for
Modification of Decisions Nos. 91108 and 91109. Its petition
alleges that at its public conferences of December 18 and 19, 1979
the Commission debated and appeared to decide Vhree issues concern:ng
a cogeneratzo“ natural gas incentive rate:

1. The Commission would direct PG&E to file a
cogeneration natural gas incentive rate.

2. The Commissiorn would not delay _mp-ementation
of the cogeneration rate.

3. The cogeneratzon rate, at least im the interim,
would establish a rate for PG&=E's cogﬂneratzng
customers ecual to PGEE’ s electric debartment s
rate, i.e., at the Sched e G-55 rate.

Xerr-llcGee states that in spite of the fact that the intent of the
Commission was clear at the public confe*ence sessions, some un-—
certainty may exist concerning when the cogeneration natural gas Te
45 to be implemented. vhile the 2 anguage lnco“noratea in the ’1na.

1/ Schecdules G-50, 52, axd 55 apply to industrial customers with
alternate fuel capacity (Priorities 3, &4, and 5). Schedule G-50
ls‘applzcable to-industrial customers with No. 2 fuel oil capa-

ity; Schedule G=52 is applicable to industrial customers having

No. 5 and 6 fuel oil capacity; and Schedule G=55 is applicable to
boiler fuel usage by PG&E.

The record in Applications Nos. 58392 and 560L5 indicates that

Kerr-McGee receives electric service from Southern California
~ Zdison Company at,.plants where cogeneration facilities are in

operation. Gas qerv1ce at such plant vs is furnished by °G&u.

-
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revisions to Decisions Nos. 91108 amd 91109 wouvld support PGARE's submitting
a proposed cogeneration rate tariff along with other tariffs reflecting
increases in rates, PG&E has indicated it may de interpreting these
decisions vo regquire the filing of such & tarifif notv belore the
GCAC/SKY, proceedings %0 increase gas rates effective July 1, 1980,
an interpretation poventially leading to a cdelay of at least six
zonths iz implementing a cogeneration gas rate. Assertecdly,this
interpretation and the resultant delay would e totally incomsistent
with this Comrission's aggressive policies to encourage cogeneraticn,
and most dramatically with the approximate S7 million reduction iz
PGZE's reveaues for its failure to develop cogeneration vigorously.
Kerr-McGee further asserts tiaat such a cdelay is unnecessary
and counterproductive because the policy deéisions.concerniﬁg a
cogeneration gas ratve already nave been made; the Commission has’
~ Gecided that a cogeneration rave is necessaﬁy and, at least for the
. interim, at what level the rate will be. |
Kerr-McGee requests that Decisions Nos. 9L10€ amd 91109
be modified to provide that PGEE immediately implement petitioner's
unéerszandizg of the Commission's imtent in those decisions, as
expressed in its Petition for Modification. The wetition waS‘Served.
on parties of record in both proceedings. No respoanse to the petition
nas been received. ' '
f We agree that the intent of the Commission is not
fully expressed in the findings andé order in Decision No. $1109.
t clearly was our imtent that, initially at least, PG&E should
estadblish a gas rate for industrial cogemerators at the level
applicable to PG&E's own rate for gas used as boiler fuel as an .
incentive for new cogezeration facilities %o e escablished;z/ Such
lower gas rate is intencded o apply orly to gas used in cogeneration

operations, and is not intencded %0 apply to other uses. It is alse our

3/ The record in OII No. 26 shows that within PG&E's service ares
there are 18 customers with existing cogereration facilities (16
with boilers, 5 with hot exhaust gas). These customers probably
are capable of burning natural gas. The record also shows that
there are 12 potential projects involving cogeneration for the
near future (including 4 oil field projects where natural gas is
being considered gs an alvernative fuel due to Departument Of Eaergy
resistance to dburning oil, and because of air cuality problems with
other fuels). | '

-3




OII‘Zé-et\al, ks

1y
s

intent that uhe provisions of Decision No. 91109 be izpl gﬁented

&s -soon as nossmo Le in order to facilitate-the immedlate const“uct*on
of needed new cOgeneratmcn facilities. The“efore, we will amend
Decision No. 91109 to provide that PG&E shall file a new'Schedule

G~55A as more specifically set forth in Appendix A, and that such

new schedule shall become effective five days after £il ing. Appendix A
(Schedule No. G-55A&) establishes a natural gas rate appl;cable to
cogeneration uses which is on the same level. as PG&E's rate. for
electrical generation boiler fuel (P—5)«usage.

Since this is a cor*ectzve order it shou_d ve effectzve
the date of si gnature. K :

IT IS ORD“RED that: - -
1. Dec;s;on No. 91109 is modified as follows:
(a) The following finding is added:

26. Until Surther order of the Commission, the

. establishment of ar incentive gas rate for
cogeneration usages on the same level as
the Schedule No. G~55 rate applicable to
gas used by PGEE for electrical generavion
will be consistent with the avoided cosT.
pricing approach referred to in Finding 25
and will permit cogenerators and PG&LE an ”

. eaual rate for gas used to generane
electricity.

(p) Ordering Paragraph 13 is amencded to read as fol ows:

13. PG&E is authorized and directed to. Pl
the rate schedule attached to this o*der
-as Appendix A not later than February 1,
1580. The rate schedule shall become
effective five days after filing. The
schedule shall apply only to service

rendered on and after the effectxve date
thereof.

.-




oII gé; -al.- .

2. In all other respects Decision No. 91109, as amended by
Decision No. 91181, shall remain iz full force and effect.
The effective date of this order is the date herecf.
Dated  JAN 151980 -, at San a.nc:.scp,\ California.

-
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Commissioner John E. Erxyson, Dissenting

I believe it would be fairer to adopt the
special cogenexation rate for existing co—generators in
July at the time of the next purchased gas o‘fset case v
for Pacific Gas and Electric. To do otherwise stxmulates
no new co-genmeration. It does, however, result in a
short term loss of projected revenues xor the utllxty,
and thereby the ratepayers, and a short term wzndfall
for Kerr-McGee and other ex;stzng co—generators.

<

Januwary 15, 1980 -

San Francisco, California JO E. BRYSON
eszident
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P"NDIX A

~Sthedule No. G-sfx““

TAPPLICARILITY

Applicasle for natural gas service 1o cogeneration uses.

The entire terxitory served.

RATES o i \ Per Meter
_ . ‘ - Per Month.
C'&S“G-Ome:‘ me ‘...‘.....o....t.....ot.r..o.o.....o‘o..o.-.d-..c.. sl.m '

COmodi*yCha.rge \ o S
“Or al-]- ga.» dehvenCS' per ‘&he".n ssessssessssvessassnaves . 043\0- . '

SPECTAL CONDITIONS

1. Service under this schedule is sudject o discontimuaace ia whole or
in part withous notice in case of actual or anticipated shor-.age of natural gas
resuliing from an inmsufficient supply, inadequate trazsmission or del:.very
capacity or facilities, oOr storage *equ::.remen.s. The Ttility will not be
1iable for damages occasioned oy interzuption or discontinuance of service.
supplied under this schedile. Such interruption or discontinuance of service
will be made in accordance with Rules Nos. 1L and 2.

2. Aunshorization: Service under this schedule is not available withous
prior authorization by Resolution of the Califormdia Pudblic Utilities Commission.

3. The rate in this Schedule is a'ap_icable O the customer's cogeneration
usage and is zot applicable *.o gas Lsed for other px.*ooses. : .

L. Tor customers with gas uses served under more *.:han one priority class
and/or with zmore tharn ome 2liernate fuel and who otherwise qualify Sor service .
hereunder, this schedx..‘l.e is available for that portion of customer's use waiek

L qualiiies. , ‘ . :

- To be added to RTLE W. 1:

TALE W. 1
TEFTNTTIONS

—a— A el . A A 3. e i 120

Cogeneration = The sequential production of electricity and heat, steam,or
T usetIl T work™ ﬁ.‘om"ﬁem—”&c- soTes
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