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POBLIC UTILITIES COKKISSION OF THE STATE OF CILIFORHIA 

EVALUATION & COMPLIANCE DIVISION 
Energy Branch 

RESOLUTION G-~663 
February 20. 1986 

RESOLUTION 

AUTHORIZATION FOR PACIFiC GAS AND ELECTRIC COMPANY 
(PG&E) TO REVis~ SPECIA~ CONDITION. SIX OF.RATE 
SCHEDULE G-58 TO CORRECT AN ANOMALY IN GAS RATES· 
CREATED BY THE RECENT DROP IN OIL PRICES 

By Advice Letter 1347-G-SuppleQ~nt~lt "tiled F.bt~8ry $, 19~6. a6d 
by Advice Letter 1~47-G-Second Supplemental. t~led F~bruaty 14,· 
1986. PG&E has requested authority to revise the indexing speti~l 
condition fot Sch~dule G-58 and establish 8 floor tot charges 
under Schedule G-SO. The f~cts are as follows: 

1. The present indexing conditions for Schedule G-SO are . 
structured so that only the .tirst and s~cond tiers at~ responding 
to the reduction in price of the alternate fuel (No.2). The 'third 
tier ot Schedule G~50 as well as Schedule G-58 are indexed to the 
price of No. 6 t~el. as reported in Plattt~ 6ilgtam Price R6port. 

2. This indexing mechanism has met with a repotted price drop _ 
for No. 2 fuel of mote than 15 pertent while the reported price of 
No.6 fuel has remained unchanged. This has resulted iri.a .•. _ 
commodity charge for the ~ecorid tier of Sched~leG~59 ($6.3473l) 
which is lovet than that for the third tier ($O.~6942), ett~ct~ye 
February 4. 1986. If not modified. this anomaly ot the indexing 
provisions may create an incentive for fuel switching, which it 
was intended to prevent. 

3. Special. Condition 5 of Schedule G-50 states that the rate for 
the third block shall be equal to the commodity charge of Schedule 
G-58. 

4. To solve this problem. the indexing conditions should be 
modified such that the to~modity rate of Schedule G-58 and the. 
thitd tier of Schedule G-SO be the lesser of the second tiet ~f 
Schdule G-50 ot the indexed rate. The proposed language changes 
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a portion of Special Condition Six of Schedule 0-58 as followa. 

INDEXING. 

• 

" The effective commodit, rAte for service under this 8chedule 
shall be the lesser of the indexed tate described belov or the 
commodit, charge under the second tiel' of Schedule 0-50. An 
increase or decrease in the effective commodity rate sball be 
fiied and made effective onl, when the monthl, calculation would 
increase Or decrease the currentl, effective commodity rate by 
2.50 petcent 01' aore." 

5. Schedule G-S8 has a floor of the incremental cost,of 88S plus 
12% 8S authorized in Decision 83-06-004. Schedule C-50 currently 
has no such fioot. 

6. A floot based'on 8 margin conttibution of $.05 per therm vas 
found reasonable by the Commission in Resolution 0-2664. 

7. If the repotted ptices of 6il continue to dtop vithout a 
cOmmensurate drop in PG&E's cost of gas, 'the indexing piovisibn 
ma, cause erosion of jOme 01' all of the c6ntttbutiont~ tlzed . 
costs. To solve this ptobleQ a floor should be established fot. 
Schedule G-5() •. Theptop{)sed revision to the Commodity Charge ~tf. 
the 8dditio~ of "the commodity ch~tge shall not be less than the 
Utility's incremental cost of gas plus $.05 per theta". 

8 •. i~ addition, the follOwing language should be added to the 
commOdity charge in Schedule 0-58 in accordance with .Decision. 
83-06-b04t "Th6 commodity chaige pet theim shall nOt be less th~n 
12 percent above the Utility's incremental cost ot gas". 

9. Authorization of this reviSion to the Special COrtditi6ti 6~ 
less than statutory notice is requested due to the tact that the 
change in the oil price index became effective on February 4, 
1986 by Advice Letter 1347-G. 

10. A copy of this tiling vas prOVided to the Pubiic St6tt I 
Division (PSD). PSD On Febtu~ry 19, l~86 c~mmented ~hat. the 
floot rat6 £01' Schedule G-58 should be not less than the utility's 
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inereaental cost of gas plus a aargin of l~X or 4.5 eenta 
(_1niaua) per thera. The PSD further stAted that it is iepetatiye 
that the Commission put the utilit" the pipelines 8hd the 88a 
suppliers on notice that this floor rate, vith its -lnt.al 
contribution to uti1it, .argin. viII onl, be in effect fot a 
limited period of tiae. Should the average cost of 88 S .yailable 
to the utilit, for purehase fail to respond to the thanges in the 
world ott Darkets, the Commission should increase the floor rate 
and allow the industrial custOmers to switch fro. g8$ to fuel oil 
creating the s6r~ 6f aarket competition that is in the best 10n8-
term interests of all gas ratepaJers. 

11. We lirid that th~s r~te schedule te~isi~n is just and 
reasonable and should be made a part ~f the eftective tafitts. 

12. However," in recognl tion of the concerns that have be~n 
e~ptes~ed. we put the parties On notitethat the app~Oprlat.ne~8 I 
of the revised indexing mechanism should be addressed in PG&E's 
forthCOming Spring. 1986 GAG filing_ 

THEREFORE: 

1. ~acific Cis 6nd Electric Company is authorized by Se~t16ns454 
and 491 of ~h~ Public Utilities Code t~ p~~ce th~ Inde.itig tafltt 
revisiOn and minimum rat~ for Schedule G-58 and the establishment 
of a minmum rate for Schedule G-50 in~6 efffect today. which 
constitutes less than regular statutory Dotice. 

2. It is 61so emphasized that the minimum margin to PG&E under I 
these schedules shall be 5 cents pet theta fot Schedule No. G-SO 
and 4.5 cents per therm tor Schedule No. G-58 until changed or 
amended by further order of this Commission • 

. 3. The above advice letters arid tatiff sheets shall be marked to 
shOw,th~t thet vere authorized" for.tiling b, COmmission Re~oluti~~ 
N6. G-2663. This resolution 1s effective toda,. 

I ceit!f, that this Resolution vas adopted by the Public Utilities 
Commissi6ti at its regular COnference On February 20, 1986. The 
following Commissioners approved itt 

DONALD VIAL 
Prestdent 

VICTOR CALVO 
PRIS<AlLA C GREW 
WiLLIAM T. BAGLEY 
FREDERiCK R. DUDA 

Commisston&re 
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