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BEFORE THE PUBLIC UTILITIZS corw.zssxom OF THE STATE OF CALIFORNIA

Application of PACIFIC GAS AND EZLECTRIC
COMPANY for authority to revise its gas
rates and tariffs effective Janvary 1,
198C under the Gas Adjustment Clauce,
and to change rate design.

Decision No.

Application No. 572L°
(Filed October 31, 979)

Applicatiozn o‘ PACIFIC GAS AND ZLECTRIC
COMPANY for suthority to revise its gas
rates ané tar:f’s under the Cas-
Adjustment Clause to re’lect 'increased
g3s costs.

App ication No. 59406
(Filec January 28, 1980)

(Gas)

(Appearances are listed in Appendix A.)

INTERTM, OPINION

3y A.592L3 Pacific Gas and Electric Company (°G&:)"see?s‘
avthorization to increase gas rates pursuant to 'its Gas Adjustment
Clause by $535.7 million on an annual basis. A portion of the
relief sought was included in A.58892 and A.59045 and was disposed
of by D.91108, dated December 19, 1979. The remaining amount of
the increase requested is $424.8 million.

Public hearing was held in San Francisco,}%eginning
Decexber 10, 1973, before Administrative Law Judge Patrick J. Power.
The matter was subzmitted following 11 days of hearing, wzth briefs
due on January 21, 1920.

By A.59L06 PG&E seeks authorization to increase gas rates
by about S$LLO million in addition to the r e’zef’requested by
A.592L9, to recover increased gas costs - particularly an 1ncrease
in the cost of Canadian gas effective February 17, 1980. By ALJ'°

ruling the submission of A.59249 has been set aside and these Two
matters consolidated for ultxmate Commission action.
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Pending completion of vhese proceedings it is reasonadle

10 grant PC&E some portion of the relief requested in A. 592&9 on.
an interim basis. Therefore, by this order we :rov ide for '.*ave
increase in the amount of $£336,019,000. This anoun is based on
the stalf's estimates of supplies and requirements in A. 592L9 Wit
an updated balancin« account balance and is justified as the minima
level of relief sthav is uu:ported by vhe record 1n A. 592&9- |
Interlm relief is app*op*;ate in view of the cxzozzng
undercoll lection in PC&E's gas balancing account and. the scheduled .
revision date - January 1, 1980, already a moath and a half(pasu.
This substantial undercollection is a matter of concern ’or‘this,7
Commission for several reasons. It contributes to cash flow ,
problems for the utility, a conditioan only partly alleviated‘by our
order in OIT No. 56 allowing an interest rate on the balancing
account balances that better reflects market conditions (D.9l269,
Jaauary 29, 1980). It distorts the ratemaking process to theapoint
that rate increases must be much larger than otherwise in order to
"catch up” wiih the accrued undercollection. This case illustrates
the problez in classic terms. The amount of the undercollection-‘

/

as of November 30, 1979 (the basis of the rate relief) is‘SBL5,599,000,

actually exceeding the rate increase granted by this o*de*; T?us,
based on the staff revenue requirement, this rate mncrease would

be entirely uanecessary if the balancing accouns balances were
close to zero. The rates authorized by this order could be
characterized as a surcharge imposed during the year 19€0 to make
PGEE whole for cost increases incurred during 1979. is fact will
surely surprise that portion of the general pudlic that believes
that excessive rate increases have already been‘grantedV(nrobably‘
the greater par:), but it serves to dramatize further the extent

of the gas cost increases - simply put, even the unprecedented
increases of the past year have not deen enough.
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The undercollection also reduces our flexibility in
addressing rate design issues. A corperstone of our gas rate
design policy is our practice of setting low priority gas rates
with reference to alternate fuel prices - a ceiling for such rates.
Depending on changes in alternate fuel prices, it may occur that low
priority customers will pay very little of the undercollection,
resulting in higher rates for higher priority customers and
detracting from our ability to recognize some of the competing
preferential rate design considerations, such as cogeneration
incentive rates and exemptions from incremental pricing_for
agricultural uses, schools, and hospitals.

The interim nature of this decision allows us the opportunity
to defer consideration of the various issues raised durzng the initial
stage of this proceeding to the final decision in this matter, when
the record will have been enhanced by the additional evidence that
will be offered in the hearing days to follow. The only issue
that requires further discussion in this decision is rate design.

In the recently decided PGEE general rate case decision,
D.91107 (in A.585L5 and 585L6) daved December 19, 1979, we stated:

"The rate design principles adopted in this genmeral
rate proceedzn serve as a basis for rate design
in this procee §;..and in subsequent natural
gas offset proceedings until a decision is issued

in a subsequent §eneral rate increase proceeding."
(Mizmeo. p. 137.

In the final decision in this matter we will appiy'these
principles as supported by the record developed in the consolidated
hearing. On an interiz basis we find that it is reasonable to

spread the increase to all customers on the basis of uniform cents
per therm.

A uniform cents per therm increase is appropriate for this
limited purpose in view of the immediacy of the final order and the
substantial additional relief that is likely to follow. Thus, we
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can see with certainty that the application of our principles to the
final revenue requirement will not result in any rates ultimately
being lower than interim rates. A uniform cents per therm increase
also facilitates the early submission of the consolidated matter
because of its neutral effect on the record in progress. It allows
the parties to complete their showings without updating exhibits
to reflect the newly authorized rate - theredy avoiding potential
for significant delay. Such delay would be seriously detrimental
to the ratepayers in view of the additional undercollection that
will accrue at a rate of over $1 million per day after the Canadian
increase is granted, based on PG&E's allegations.

Based on the staff showing (Exhibit 24), the authorized
increase on a uniform cents per therm basis is 3.808 cents per
thern. An immediate effective date is required in view of the

substantial undercollection in PG&E's gas balancing account.
Findings of Fact

1. PG&E's gas balancing account undercollection as of
November 30, 1979, is $345,699,000, unaudited.

2. Based on the staff estimates of PGAE gas sales and require-
nents for the test year 1980 a rate increase of $336,019,000 is reason—~
able as the minimal amount of the increase supported by the record in
A.592L9. Additional relief will be considered in the consolidated matters.

3. Judgment on the various other issues raised. by the | |
parties in A.592L9 skall be deferred to the final decision in the
consolidated A.5924L9/59L06. |

L. A uniform cents per therm increase of 3.808 cents per therm
fairly balances the interests of the ratepayers while providing
& basis for timely submission and final decision in this matter.

5. The increase in rates and charges authorized by this
decision is Jjustified and reasonable; the present rates and Chérges,
insofar as they differ from those prescribed by this decision,:are"
for the future unjust and unreasonabdle. | . B
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6. In view of the substantial undercollectionithe effective
date of this order is reasonably the date-hereof.
Conclusion of Law

PG&E should be authorized to increase its gas-rates as
described in Finding of Fact No. 4.

INTERIM ORDER

IT IS ORDEZRED that c¢n or after the effective date of
this order Pacific Gas and Electric Company is authorized to
file revised rate schedules implementing to all classes of gas
customers a uniform cents per therm increase of 3.808 cents per
therz and to withdraw and cancel its presently effective schedules.
Such filing shall cozply with General Order No. 96-A. The revised
schedules shall be effective five days after filing and shall apply
only to service rendered on and after the effective date thereof.
The effective date of this order is the date hereof.
Dated __ FEB 131980 , at San Francisco, California.
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APPENDIX A

LIST OF APPEARANCES

Applicant: Malcolm E. Furbush, Robert Chlbach, Daniel E. Gibson,
and Shirley A. o0, by Shiriey A. Voo, Attorney at law, for
Pacific Gas and Zlectric Company.

Protestants: Michel Peter Florio, Attorney at Law, and Sylvia M.
Seigel, for Toward Utility xate Normalization (TURN): Robert Gnaizda,
Attorney at law, for Mexican-American Political Associ Tion, and
Chinese For Affirmative Action; Reverend Cecil Williams, for
Glide Methodist Memorial Church; Clifford Boxiey, Tor robe
Community Center; and Paul Cobbd, for OCCUR.

Iaterested Parties: Nicholas R. Tibbetts, for Assemblyman Douzlss E. 20sco0,
2ad Assexbly District; Grasam & Janes, by Boris H. Lakus:a,

David J. Marchant, and Thomas J. MaeDride T., Attorneys at Law,
for Western Mobilehome ZASsociation anc California Hotel & Motel
Association; Xenneth M. fobinson, Attorzney at law, for Xaiser

Cenent Corporation; rorrison roerster, by Charles R. Farrar, Jr.,
Atiorney at Law, Thomas E. Cochran, Attorney at Law (Uxiahome),

and John M. Adler, Attormey at Law, for Kerw-MeGee Chemical Corpora-
tion; David K. Takashima, for the Agriculzural Council of Califormia;
Barry ¥, MeCarshvy, Actorzey 2% Law, ond Robert T. Xyle, for

zleciric Departments, Cizy of Santa Clara; Brobeck, Phleger &
Rarrison, by Gordon E. Davis, and ¥1liam H. 3ooth, Attormeys at
Law, for Californis Manufacturers i5soclation; Alrten R. Crown,

and Glen J. Sulliven, Attorneys at Law, for Califormia rarm

Bureau Federation; John R. Bury, H. Robert Rarnes, ané Rollin E.
Woodbury, Attorneys at Law, for Southers ilornia Zdison Company;
Downey, 3rand, Seymour & Rohwer, by Philio A. Stohr, Attorney as
Law, Jor General Motors Corporation, Otis M. Smith, Gemewal Counsels
and Julius Jay Eollis, Esg.; leonard L. Snaider, Attorney at
LWymr%wyA@wmCmymwmw,mcmwma.h%mm,ﬁa,

Zor the City ané County of San Francisco; Overton, Lyman & Prince,
by John A. Payme, Jr., Attorney at Law, for Southwestern Portland
Cexent CEmgany; karrv X. Winzers, for University of Califiornia;

. n vorney at lLaw, for Califoraia Gas
Producers Association; =d Yates, for Canners League of
California; W. Randv Baldschen, and Turzer, Mulecare & .
whitaker, by Xonalc J. w.care, Attorney at Law, for City of
Palo Alvo; James E. Woods, for California Independent
Producers ASSociation: vAlliam L. Knecht, Attorney at Law, for

California Association o TLLLTy oharenolders; E. R. Carroll, for

i%g;n gontgi?’:rs gorpggation; John H. Craig, IIT, and John rLck,
¥y a Wy, 1or Southern Tal-lornia 0os Codpany; and Robert L.
Schmalz, for Amstar Corporation. \

Commission Staff: Thomas F. Grant, Attornmey at Law, and Ray Charves.




