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Decision 93889 DEC:5 01981 

BEFORE THE PUBLIC UTILITIES COMMISSIO~ OF THE STATE OF CALIFORNIA 

Application of Pacific Gas ane ) 
Electric Company for Authority ) 
to Revise Its Gas Rates ane ) 
Tariffs Effective Octooer l, 1981,) 
under the Gas Adjustment Cl~usc. ) 

) 
(Gas) ) 

-----------------------------, 

Application 60863 
(F~led September 1, 1981) 

(See Appendix A for appe~~anecs.) 

I. Ir.troductiotl 

By Application (A.)60863, Paclflc CQS one Electric Company 
(PC&E) requests authority to ~ncrcase q~s rates unc~r lts Gas Adjustment 
Clause (CAC) to produce an annual increase 0: revenues of $54,486,000, 
which was later reduced to $40.075,000. The application also requests 
authority to recover in the GAC the carrying costs associ~tcd with 
fluctuations in the value of gas in lnventory. 

PubliC hearing was held on November 2, 3, and 4 in 
San FranCisco, at which time the case was submitted subject to three 
late-filed exhibits. 

We take notice of the deCision siqned today in A.G01S] et a1., 
PC&E's general rate case. In that decision we have adopted a new Gas 
Depar~~ent revenue requirement and new rate guidelines which are oeing 
car:iecl over ~o ~his deCiSion • 

-1-



• 
A.60863 ALJ/h.."l'" .. 

II. Issues and SummarY . 
This decizion finds ~ rote incr~n$~ of $34.8 million is 

neces$~ry bec~use of increased cost of dorncs~ic gas, nne! because or 
incre~scd requirements of Can~dion eo~. Th~ rDtes nuthorized in this 
decision inclUde both the $34.8 ~illion plus the new revenue requirement 
odopted. in the general rate case decision •. The t",'o r;.!te incre/.'lz~::: 

arc combined for this deciSion because the r~cord in this CAC ?roceeding 
contains the latest oil price informntion \a/hich is essential for setting 
those rates referenced to the olternate fuel pric~. 

Bec~usc th~ general rate case decision contains form 
guidelines for gas rate d~sign, rnte design is not {'. re1.ov:'lnt issue 
for this decision. The t .... ·o re:n:J ining rna jor issues are: (1) the 
revenue requirement, and (2) recovery of invento~ carryine costs • 

• 

III. CarrYing Cost of Gas in Inventorv 
!n this application, PC&E r~quests authority to modify its 

CAC procedure to allow recovery o~ carrying cos~s aszocia~ed wi~h 

• 

the increased unit cost of gas in storage. PC&E alleges th3~ there is 
presently no mechanism to recover these costs. It further argues 
that we have recognized the need lvr ~ ~imil~r m~cnDnicm for c~rrying 
costs associated with fuel oil inven~ory in ~CAC Qn~ we should 
therefore grant the request. 

in the following 
quo'te from its clOSing argu:r.ent (Tr. pg. 26;,..)': 
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"Thirdly, your Honor, oddressing the motter of 
corrying costs, staff is opposed to PG&E 
being allowed ~ mechanism for the corryin9 
co~t 0: incremcn~al increase in value 0: 
inv~r.tory. 

"We are rco11y mokinq this on ~wo bases, one 
is a legal basis. I think that ?G&E hus a 
requirement and u substantiol requirement 
and burden of proving the need for such ~n 
adjustment. 

"We h.:tvc h<:ld no such r.howing in this casco 
PG&E hos said it has been eone in ECAC, and 
we think we should have it too for gas. 
There has been no showing in this proceeding, 
your Honor, as to the similarity between 
the oil inventory requirc~ents ~or electriC 
9cneration ane th~ gas storage requirements 
for gas distribution rcquirc~ents on the 
gas system. 

"There ho.s been no showing az to the 
finanCial impacts 0: failure to providc 
this mechanis~. 

"Staff is aware that in the <;ic:'lcral rate case, 
for instance, both the staff ond ?G&E have 
proposed rate mechanisms to deal, one, with 
finanCial attritio~, two, with operational 
attrition. 

"Miss 1':00 says we will not be recovering 
these carrying costs. This has not been 
ma.d~ cJ.c~r in thi::; rcco::-d." 

( 

We agree with the staff, and will deny the ~cqucst witho~t 
prejudice. PG&E has failed to develop a sufficient basis for us 
to adopt the mcchanis~ at this time. Also, any further request to 
adopt such a mechanism should not be made in a G~C proceeding. 
PG&E has complained vociferously in the past about our failure to 
issue offset decisions in a timely manner. We h~ve recognized I 
those complaints and have 3ttem?ted to streamline these proceedings 

to allow expeditious decisions. Thc~efore; the proposal should be 
pursued in a separate application rather than tied to a future GAC 

proceeding • 
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IV. Revenue Rcguircment 

PG&E has contr~cts which provide for certain quantities 
of Canadian Qas. These contracts contain ~mencments which allow 
PG&E to purchase reduced vol~~es of gas~ these amendments begin 

expiring in June 1982. PG&E's application in this Case is based 
on forecasts which assume that the amendments will not be extended. 
Another assumption having a ~~jor effect on this case is tne 
projected operational date for Diablo. 

During this proceeding there was a very limited number of 

issues surrounding the revenue requirement. The contested issues 
were entirely in the area of the sources of gas supply. The parties 

were primarily conce~ned with the different supply scenarios depending 

on whether Canadian contract amenements were to be extended. 
The administrative law judge directed the filing of two 

late-filed exhibits at the request of Toward Utility Rate Normalization 
• (TURN). Exhibit 8 is the results of operations ass~~ing that the 

contract amendments were to be extended for the full test period. 

Exhibit 10 is the results of operations assuming that Diablo's 

operational date was August 1, 1982. 

• 

The following table is helpful to understand ramifications 

of the various assumptions. 
Table 1 

Supply Takes"" 
Forecast Period 12 Months B~ginnine October 1, 1981 

Original Can.:ldian Diablo 
Line No. SQur,ce ti~~ted E~t. Amend. -Ext' 0 •• ~£..O' ... 1, 1982 

(A) (B) (C) 

1 Ca1ifo!"nia Cas 135,399 140,382 147,331 
2 E1 Paso 431,853 434,437 436,324 
3 PGT-Canadia:l 293,762 285,223- 330,545 
4 Rocky Mountain 7,L7CJ2 8,104 3(428 

5 Total 868,806 868,806 922,628 

"":wIDth 
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The original ?CT-CanDdiDn es~im~te assumed cxpir~tion of 
the amcn~ments (Col. A, L.3). By com?~rinr, th~~ cstimote with E~~ibit 
10, which assumes the opcrDtionDl d~t~ ~~ Di~blo to be August 19.82, 
(Col. C, L.3), we see that these r~quir~d increDsed volumes ~re 
more th.'ln the Canadian minimums 'dithout. tho :J:n~ndment.s.. ?C&E's 

original assumptior. in ror~casting I!.i?S dem~!'ld ~o:- ell!ctric gener3tion 
'lias that Diablo would be on line in Jam~ary 19$2. DiDblo 'llill clearly 
not be on line in January 1932~ For th~ purposes of forecasting 
gas demand, wo think it is reDlistic t..o .":Issumc Di::hl0 ...,il1 not be 
on line before August 1982 fJt the enrliest. Also, "lIe will b(~ 

reviewing this matter further b¢for~ Aueust 2982 in the n~xt FG&E Cas 
Adjustment Clause filing. ~~y changes in this oS$umption will be 
reviewed ~t th~t time. For the purposes of this proceeding, the 
following table shows the development of ~hc current cost of g~s 

under that assum?tion: 

Foreca$t ?criod: 12 Month~ Bcninnin~ October 1, 1981 

Supply Price Cost 
Litle ~~. Source ~Ml)th.2. ¢LDth J1iU 

(.~.) (B) (C) 

1 Cost of Cali:orniZl G'lS 147,331 276.77 407,768 

2 El P'lSO 436,324 279.70 1,220,398 

2 PGT-Can~dio.n 330,545 506~24 . 1,673,351 

~ Rocky Mountain 8,428 337.81 ~8~471 

5 Subtotal Purch.:Lzes 922,628 360.92 3,329,988 
6 iii t.hdrc .. "'a1 36,427 169.21 61,638 
7 Injection Pl i 595l. 360 • .,-2 p.14..l 0332 

S Total 927,ftGO 3S3.~9 3,277,5~3 

(Red Figure) 
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The ~cxtissue to be resolvec i~ order to co~pute a revenue 

requirc~ent is a decision regarding the ~mortization period 0: the 
Gas Cost Bal~ncing Account (GCBA)~ ?rescntly tnere is an overcollection 
in the balancing account 0: 510,938,000. PG&E recommended th~t a 

six-mon~h amortization period be used, and no parties differed. We 

realize, however, that a recent El ?aso rate increase will be reducing 
the ovcrcollcction. In order to minimize undcrcollection by the time 
of the next GAC proceedinQ, we will adopt a 12-month amortiz~tion 

periae. 
The :ollowi~9 table shows the development of the additional 

revenue requirement of $3~,849,000 due solely to the GAC proceeding • 
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Table 3 

Cu~~ent Cost ot ?u~ch~sed C~S 

Balance Account(1) 

Subtotal 

Adjustment fo~ f~anchise ~nd uncollectibles(2) 

Base Cost Amount 

Subtotal 

Amount :tn 
Thousands 
QfJo11ar~ 

3,266,655 

25,245 

560.758 

3,861,658 

• Inc~ea~c ?~vcnue Requi~ement 

3 .. 826.800 

34 ,8 49 

• 

(Ree Figu~e) 

C1' Balance Account as o~ Sept~~oe~ 1, 1981. 
(2) O.7828X. 
(3) Excludes C~~ 8xplo~ation and Devclo?~ent 

Adjustment (GEDA), Conservation Financing 
Adjustm~r.t (CFA), and Sola~ Financing 
Adjustment (SFA) • 
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v. R~venue Requi~~ment -
~AC ~nd G~~ral Rat~ ~a~e CQm~lne~ 

We have issued our decision today in PG&E's general rate 
cas~. !n order to calculat~ new erfective rates, we provided that . 
the gas de?artment revenue requirement authoriz~d in the general rate 
case would be carried over and s?read in this GAC proceeding. The 
general rate case authorized a new gas margin of $772,299,000 which 
re?lac~s the fi$ure of $569,758,000, the previous margin. ~ 

The followin~ table coc?utes th~ revenue requirement 
combining the GAe results with the results of the general rate case. 

Table }J 

Cost of ?urch~sed Gas 

Gas Cost Balance Account 

Subtotal 

Franchise Fees & Uncol!ectibles 

Ease Co~t Amount 

CF'A, in Rates 

GEDA 

SFA 

Revenue Requirement 

Revenue at Present Rates 

Increase 

(Red Figure) 

Amount 
($000) 

$3.277,593 

(1Q.Q~8) 

3,266,655 

25,245 

772,299 

9,~50 

32,370 

7,469 

4,1'3,488 

~.' 876.008* 

237,390 

* Includes CFA, SFA, and GEDA as o~ 10/1/81 • 
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Rate Design 

As discussed previously, the combined revenue requirement 
will be translated into rates according to the rate design quidelines 
which are provided in the general rate ease decision. The single 
issue which will appear in every CAe proceeding is the cost 0: low 
sulfur #6 fuel oil. In this proceeding, PG&E provided updated 
alternate fuel data which support its reco~~ended price of 47¢/therm. 
This figure was not seriously contested. We find that a market 
price of #6 low sulfur fuel oil would be in the range of 47¢/the~ 
to 50¢/therrn. For ratemaking purposes, we adopt the price of 
47¢/therm. 

Table 5, below, shows the application of the guidelines to 
reach our adopted effective rates for the co~ined revenue 
requirement. For illustrative purposes, Table 6 shows a comparison 

of present rates, ana the adopted combined rates~ 

-$-
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Class of 
~~rv~~~ 
rie~ 

.,. ... 
Tie~ II 
!ie~ III 

Total Res. 

G-2 
0-50 
0-52 
0-55 
0-57 
C-60 
0-61-63 

SoCal Cas 

Total 

Table 5 

~~v~l?om~n; ~~d2Pt~d Efr~c;iv~ Rat~s 
(CAe nne G~ne~al Rate ?~ocecding) 

Si.llez 
M-¥~ 
1,549,531.< 

1.:51.:,7'1 
, lQS.,SQ 
2,i09,79? 

1,610,550 
921,830 
617,500 

3,230,390 
i08,660 
'4 0'0 oJ , oJ 

1.15,630 

'21 ,~6Q 

8,999,745 

Cuid~lin~ 
__ ~t~ (,) 

.1.: 'l 136 

.50 

.50 

.1.:7 

.47 

.47 

.38851 

.37i75 

.44037 

.45707 

(Rec Figur~) 

(.00799) 
(.00799) 
(,00799) 
(.00799) 
(.00799) 

Adol't~c 
.z.~e ~ t i '{'! ~ a 'X '! 

.34966 

.55478 
t600~~ 

.41136 

.49201 

.1.:9201 

.46201 

.1.:5201 

.1.;5201 

.38851 

.37175 

.44037 

.1.:5707 

Price of #6 low ~ulfur level = 47 i/ther~ 
Re~. Requirement = $4,1i3,488 
System Avg. Rate = .45707 
Sal~s = 8,999,7 45 M-th~r~z 

(1) Per general rat~ decision. 
(2) Re:ult or guideline ratez l'rocucing 

~xcesz revenue • 
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Class of 

Scrvice 

Resident ia I: 
Customer Hos. 
Ticr I 
Tier 11 
Tier I II 

Total 

Nonresidential: 
C-2 Cust. Hos. 
C(O'!'lOdity 

Subtot31 

G-50 
G-52 
G-SS 
C-51 

Total 
Non-Res. 

C-60 
C-61-63 

Total 
Resale 

SoCal Cas 

Toul 

• • Table 6 

---------: Present Rates 
E(feet ive 

Sales 1-111-81 Combined GAC and General Ratcs 
H-lhcrm ~/th .. $H _SZt1'_ SM % Incrcilse __ 

}2,?'tO 
1 , ~49, Sol4 

~5", 111 
105,~50 

2,To9,795 

2,01', 
J ,610,550 
1,610,550 

921,830 
611,500 

3,230,390 
1~8,660 

6,"88,930 

J4,030 
'.S ,~30 

79,660 

321,360 

8,999,14S 

1.20 
0.29833 
0.58202 
0.68382 
0.3911,9 

1.20 
0.46012 
0.46161 

0.46080 
0.43080 
0.42938 
0. 1,2938 

0.1.4191 

0.37}'llJ 
0.3S980 

0.3657" 

0.43650 

0.'.30<19 

39,528 
1,62,213 
26'.,651 
12,111 

838,629 

2,495 
141,0'.6 
1',3,541 

42/.,719 
266,019 

1,381,065 
__ ,.6,656 

2,868,060 

12.717 
16. '!13 --
29.1}5 

140,214 

3,876,098 

O.}'t966 
0.55',78 
0.69931 
0.

,.1136 

0.'.9201 

0.'.9201 
0.46201 
0.46201 
0.'.6201 

0.'.7372 

0038851 
9·3'l17~ 

0.}1891 

o. r.ftO}1 

0.45~? 

11 Subtotals do not add due to rounding. 

$ 541,810 • 
252,265 
Z}.812 

867,887 

792,'t01 

"5}.550 
285,2')1 

1,',92 ,'172-
50.202 

3 ,o·/} ,922 

1},221 
16.962 

30,18'. 

1'.1.517 

~, ll},l.saV 

V 
7.97- v" 

(4.68 V 
2.27 
3. '1? 

6.5; / 

6.71 
1.25 
7.£.0 
~ 

7.18 

}.96 
~ 

}.60 

0.89 

6.l} V 

~ 
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£indings of Fact 

1. By A.60e63, PG&E requests authority to increase its rates 
under its GAC to produce increased revenues of $54,486,000 
annually. 

2. PG&E estimates of sales, prices, and supply are adopted. 
3. For the forecast period Diablo will not be assumed to be 

commercially operable before Auqust 1, 1982. 

4. The GCBA should be amortized over 12 months. 
5. An increase in GAC rates to produce an annual increased 

revenue of $34,849,000 is justified and reasona~lc. 
6. There is insufficient evidence to warrant granting that 

portion of the application requesting the inclusion of ;as inventory 
carrying cost in the GAC. 
Conclusions of Law 

1. The rates authorized should include the revenue requirement 
increase authorized today in our decision in A.60153 et al. 

2. Because of the substantial undercollections, there is an 
i~~ediate need for rate relief. Therefore, the following order 
should be effective today. 

3. The increase in rates authorized ~y this order is justified 
and reasonable: the present rates and charges, insofar as they 
differ from those prescribed by this decision, are for the future 
unjust and unreasonable. 

4. PG&E should be authorized to increase its gas rates as 
set forth in Appendix B: those rates are just and reasonable • 
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Q.R£~B. 

IT IS ORDERED that: 
1. On or after the effective date of this order Pacific Gas 

and Electric Company is authorized to file the revised tariff 
schedules attached to this order as hppeneix B and cancel its 
presently effective schedules. The revised tariff schedules shall 
become effective on date of filin9 but not earlier than January 1, 
1982. The revised schedules shall apply only to service rendered on 
or after the effective date thereof. 

2. To the extent not 9ranted, A.60863 is denied. 
This order is effec~ve today. 
Dated DEC 30 lS I , at San Francisco, California. 

-".~ 
JOH~ E. B!''IYSON 

Prr:osicr:n: 
r:~C:l ... R!) D. eRA VELtE 
LeOXA!w ~,.f. CR!.V,.r.:s. JIt 
V!OOR CALVO 
P:\!$CIL!..A C CREW 

Commh:;ioner$ 
", 

: C~!FY TE~T T:~S P~C!s!ON 
v.~A3 1'\!?'?~tJlm BY )'~-;':r)J1jZ 

'... e/" 
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APPENDIX A 

LIST OF dPPEAR~~CES 

Applicant: Danlel Gib~on and Shirley woo, ~ttorneys at Law, for 
Pacific Cas and Electric Comp~~y. 

Interested P~rties: Brobeck, Phleger & Harrison, by James M. Addams 
and William M. Booth, Attorneys ~t Law, for California Manufacturers 
Association; W. Randv Baldschun, for the City of Palo Alto: 
John R. Bury, H. Robert Barnes, Susan M. Beale, and Larry R .. Cope, 
Attorneys at Law, for Southern California Edison Company; Mi~~el 
Pcte6 Florio, Attorney at Law, for Toward Utility Rate ~ormalization 
(~~N); Henrv F. Li~~itt( II, ~ttorney at Law, for California 
Gas Producers Association; Robe~t ~. Loc~, Thomas n .. Clarke, 
Nancy I .. Day, and David B. Follett, ~ttorenys at Law, for 
Southern California Gas Company: and Pettit & Martin, by 
EdwQrd a. Lozowieki, Attorney at Law, for Owens-Corning Fiberglas 
Corp .. 

Co~~ission Staff: Lionel B. Wilson, Attorney at Law • 
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Type 0= Serviee~ 

Residential 
Tier I 
Tier II 
Tier III 

Nonresidential 

G-2 
G-50 
G-52 
G-55 
G-57 
G-60 
G-61 
G-62 
G-63 
SOCal Gas 

A?P~"DIX B 

PACIFIC GAS ~~"D ELECTRIC COM?~~Y 
Statement of Commodity Rates 

(Cents per therrn) 

Effective 
Co~~oeitv R~te~~ 

34_966 
55_478 
69_931 

49.201 
49.201 
45.201 
46.201 
46.201 
38.851 
37.175 
37.175 
37_175 
44.037 

~ Schedule Gl-~: First 300 therrns at 55.478¢/therm 
excess at 69.93l¢/the~. 

Schedules GM/S/T-N: All use at 55.478¢/the~. 
Schedule G-30: Increase co~~ensurately 

with Sechdule G-2. 

~~ Includes CFA, GEDA and SFA as of December 1, 1981. 

(Et-."D OF APPEt-."DIX B) 


