
PUBLIC U11LITIES COXHISSION OF '1'HR STA'i'R OF CATJIFORNIA 

EVALUATION & COMPLIANCE DIVISION 
Enere~ Branch 

RESOLUTION 

RESOLUTION 0-2664 
February 11. 1986 

SOUTHERN CALIFORNIA GAS COMPANY (SoCal Oas), ORDER 
AUTHORIZING EMERGENCY CONTRACT FOR PURCHASE AND SALE 
OF NATURAL GAS FOR UTILITY ELSCTRIC GENERATION~ 

BACKGROUND 

By Advice Letter No. 1600, dated February tOt 1986 and pursuant to 
Section 491 of the Public utilities ,Code, SOCal Gas requests a " 
temporary deviation. "from the rates fot service and saies Vohtrnes6f 
gas provided under contracts nov in effect for service in accordance 
with Rate Schedule GN-5A. 

GN-5A customers have notified. BoCal Gas that the precipitous drop in 
.... orld oil" prices makes if; uneconomical for then to continue to " 
purchase ~atutal gas tor stean-electric generation at the currently 
authorized rates. 

Discussion. 
SoCal Gas proposes to provide s~~viceto existing GN-SA cu~to~ers 
based on a monthly forecasted weighted average price of spot 
purchases plus $.50 pet :'iMBtu, at a rate of ~2.80 per.J.1MBtu, by 
special contract. 

The term. 6f the proposed agreement· is for thi rty days. Five. days 
bef'ore the· end 6fthe contract term, SoCal and its custOl!ler proposed 
to meet and extend the term.fqr another 30-day period~ The 
subsequent contract rate wc)\lld be the ... ·eighted aVerage pticeo~ '. " .. 
SoCalls projected monthly·spot purchase price plus aminlmum 6f.S.50 
per NMBtu. The cor'l.trac_t provid.es that gas and not oil will be used 
by the custoner for the contract term. 

'r.'e wi~l approve SoCa1 Gas A~vic;e. Lett~t No. 1600,,1 tJ:t.one ." 
~odification regarding the duration of the proposed deviation. We 
are not inclined t6appr6ve a deviation from current rates beyond our 
regularly scheduled meeting of March 19, 1Q86~ At that time ve will 
re-exanine oarket conditions to deterDine if a deviation is still 
warranted. In particular, ve are keenly interested in what actions 
SoCal's interstate pipeline suppliers take to keep gas rates 
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competitive 'With deoltning aiternate f"tel pri<:es. At the 
COmmission's meeting of Maroh 19. 1986. ve ~ay approve an ext&nsion 
of SoCal's proposed ON-5A rate deviation if the price Of long-term 
suppliers Is reduced to a level at vhich that g~s Is marketable to 
customers with the ability to svltQh fuels. 

In essence, SoCal's proposal envisions that significant amounts of 
spot gas will be targeted to one olass of customers, namely UEO 
customers. Segmentation is generally not an acceptable proposition 
as it has an adverse impaot on remaining oustomers nnd it deprives 
core custo~ers of benefIts they currently receive from spot gas 
purchases. Although ve may ultimately decide to tnrget certain 
amounts of spot gas .to industrial customers, that chango in policy 
~ould be accompanied by our eX8nination of the utilities' $upplymix 
so that core customers also receive an apprOpriate mix or portfoliO 
of long and short-term supplies. 

By allowing this temporary deviation. we are providing S6Cal ' s long­
ter~ suppliers with a hgrace period" l~_~htQh to react t6 the 
deolining fuel oil market a!'ld adjust their commodity rates t6 levels 
that ate oonpetitive with. alternate tuel prices. If they succeea, 
all utility customers vill'benefit from reduced gas prices. ,If_ the 
pipelines cannot respond, hovever. som~,fuel_switching may result. 
Further~ore. there is no reason for Ca1ifor~ia utilities to continue 
to commit to a 60_ purchase 1eve~ (a level this 60mmission has never 
ratified) for long~tetrn supplies uhless there is assurance that such 
gas will be nar'ketable t6 fuel switching customers. 

t 

Both of s6bal's maj?r irtte~~t.tesuppiiers,~illbefiltfigthelr se~i­
annual FGA (Purchase Gas AdJustment) On about March t, 1986. Based 
on these filings. and market conditions at the time, we will decide 
~hether to extend Or modify the ON-SA tate deviation approved today. 
Parties may submit comments to the Comnission no later than Match 10, 
1986 regarding this matter. 

The Public staff Division filed comments in support of a strictiy 
tenporary deviation forGN-5A customers~ Thei~ ,concerns regarding 
~arket segmentation ate reflected in our discussion above. ' 

The staff of the 'Evaluation and Compliance Division has reviewed this 
filing and :finds that it is tn the public interest ·'to authori,ze'·the 
Contract for Purchase and Sale of Natural Gas for Util i tv Electric 
Generation ttled 161' COmmission approval urtder Soeal GaiAdvlce No. 
1600. 

Findings '. .. . . 
1. Southern California Edison Company states that based. on the 
current price of fuel oii. it intends'to burn oil instead of natural 
gas in its electric generating plants unless it can Obtain natural 
gas at a weighted average cost of S2.BO MMBtu, or less. during the 
Bonths of February artd March 1986. 
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~, . This emerglJiloy deviation isrellulrod to ~wbid tho cortain loss of 
carket thnt would occur absent approval of this sPQoia\ contraot. 
Should steno-eleotrio generation oustomers discontinue use of natural 
gas for eleotr10al generation the fixed costs ass601atea with the 
resulting revenue losses would fallon higher priority customers. 

3. It is reasonable for SoGal Gas to provide servioe to· existing GN-
5A customers at ~~.80. POl' MMBtu. This price consists of the 
current monthly forecasted weightedaver{ige price of spot purchases, 
$2.30, plus a oargin contribution of ~.50 per MMBtu. 

If the 30 day contract period expires before Haroh '9, 1986 m'ld the 
parties agree to an extension pursuant to Paragraph , of the 
contract, the sales price shall include a ainirnum margin cOntribution 
of $.50 per MMBtu. ' 

4. Notice of th~' following ordef didrtot appear 6rtth~ COmmission's 
agenda as required by the Governoent C6d~, Th~s matter is an 
unforseen energEmcy in that vi th6ut the sp·ecial contract in effect-, a 
greater fiXed cb~t and fin~noial burden v6uld h~ve to be placea o~ 
30Gal Gas' domestic and other high priority customers. 

THEREFORE, BE IT RESOtVED THAT: 

1. Under the provisions of Public utili ties cod.e SeotioJls 451 ~_ and . 
491 * 80Gai Gas is authorized to enter· into the lI<::ontra:ct for the Sale 
of Natural Gas for utilJty Electric GeneratioilUthat is the subject 
of 80Cai Gas Advice No, t6oo, filed February 10, 1986, no-dified to 

~ incorporate the following tet~s and conditions. 

a. All oontracts entered into pursuant to this resolution shall 
expire no later than March 19. 1986. 

b. Paragraph 3 of the Contract shall be arlimded ac·cotdingly. 

2. The above advice letter and contract form shall be l!!arked to"oshow 
that they were authorized for filing by Commission Resolution No. G-
2664. . 
3. Each G~-5A custOI!ler who enters into an ~greei:'lent with 80Cai Gas 
~ill-supplv an affidiYitattesting to the f6fecastedpurchase of oil 
for steam-~I~ctri9 generation and SoCal Gas wilt. proVide the. . 
forecasted weighted aVerage price of spot purchases of natural gas. 
SoGal Gas will in turn provide copies of the affidavits to the 
Commission. 

4. As soon as the March 1986 PGA filings are made by 'l'ransvestern 
and El Paso, S6Gal Gas' two major pipeline suppliers, SoCal shall 
provide copies of those f~iings to the Public Staff 6f the 
Co~mission. along vith 8oCal's current projecte~ monthly spot market 
purchase prices. 
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5,' 'rht.s Resol~tlo'n shall 'be s~rved6'r\ all part'to8 to' thQ 'i,",' -' .. 

Co~misslon's 6ngoing Cas L~ng Term Rate Desien proooodtng I.Q~~~4-
079. A~V person ~ishing t6 CQmment on the ter~s of ~hls Resolution 
And ",hether It should be o,xtended Or l!Iodlfl~d 'beyond,Maroh 19, 1986, 
shall do so by filing written comments with the Evaluation and , 
Conpliance Division ana serve a copy on 36CAl Gas, PO&E SOE, SDOiE, 
LADP, TURN, and each CQnmissioner no later than March '0, '986. 

6. This resolution is effective today. 

DONAlD ~ 
, Pi&~ 

ViCTOR CALVO 
WJLUAM T BAGLEY 
FREDEAK:K R. DODA 

Commf$stoner. 



PROOF OF SERVICE BY MAIL 

I. ____ ~~t_a __ J_&_Y_l_n __________ , declarea 

I am over the age of 18 years, not a party to this 

proceeding. and am employed by the California public Utilities 

Commission at 350 McAliister Street, san Francisco, california, 

On, ____ FE_8 __ 1_3 __ '9_SS _______ • I deposited in themaii at 

san Francisco, California, a copy of: 

(DECISION NUMBER Or TYPE of HEARING) 

(DATE Of HEARING) 

(APPLICATION/CASE/OII/OIR) 
MAILED TO ALL PARTIES IN 011 84-04-079 et al 

in a sealed envelOpe. with pOstage prepald, addressed to the last 

known address of each of the addressees in the attached list. 

t declare under penalty of perjury that theforegoir.g is 

true and correct and that this declaration was execut,~d on 

FEB 1 3 1~86 ___________________ • at San Francisco, california. 

*Siqnature and stamped nue 


