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PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

EVALUATION & COMPLIANCE DIVISION 
Energy Bran~h 

RESOLUTION 

RESOLUTION G-2666 
April 2, 1986 

FURTHER CONSIDERATION OF SOUTHERN CALIFORNIA GAS COMPANY 
(SoCal). ORDER AUTHORIZING EXTENSION Or EMERGENCY. 
CONTRACT FOR PURCHASE AND SALE OF NATURAL GAS FOR UTILITY 
ELECTRIC GENERATION 

BACKGROUND 

~ By Advice Letter No. 1610, dated March 5. 1986, and pursuant to 
~ Section ~91 of the Public utilities Code, SOC~1 Gag requ~8ted ~ 

tempOrary deviation from the rates fOr service and sales· volumes 
of gas provided under contracts n~w in effect for service in 
accordance with Rate Schedule GN-5, GN-SA, G-60, G-61 and 
ResOlution No~ G-2664 to Southern California Edison COmp8riy~ Los 
Angeles Department of Water and Pover, Burbank Public Service . 
Department,Glendale Public SerVice Depaitment, Pasadena Waier ~nd 
Pover Department, Iapetial Irrigation District, Long Beach Gas 
Department and San Diego Gas and Electric COmpany. 

Customers served under these schedules have informed SoCal~~s~ 
and SoCal Gas believes, that the continuing precipitous drop in 
the vorld oil prices makes it uneconomical to use natural gas· for 
utility electric generati6n at the currently authOiiz.d iates •. 

By Resolution G-~668 dated Harth 12,"1986. the Commissibn 
authOrized SoCal Ga~ ~o sell natural gas to UEG customer~ at a 
rate of $2i25/MMBtu with a margin cOntiibution of $O.20/MHBtu with 
the understanding that SoCal Gas would negotiate through hard 
bargaining with its suppliers to increase the margin on these UEG 
sales, Specifically, the Commission stated on Pages 7 and 8 of 
Res6lutiort G-266B, that: "We expect SOCa! to take whatever 
action is necessary to put continued downward pressure on spot gas 
prices to bring the m~rgtn contribution thrOugh the spetiai UEG 
commodity price of $2.25/KKBtu to a minimum Of 30 tents bjApril 
first. If it fails to do so, at our regularly scheduled meeting· 
of April 2, ve may cho6se to impute the 30 cent contrib~tion in 
the $2.25 special rate for the balance of the 30 day period of 
this order. 
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_DISCUSSION 

By letter dated Harch ~5, 1986. (See Attachment A) SoC~l_ Gas 
informed the COmmission that it has received blds lor 2 Btfd 
deliveries of spot gas at $1.82/HHBtu assuming that UEG sales 
average 700 HHcfd and S6Cal Gas receives a rate of $2.25/HH8tu lor 
these sales SoCal Gas vouldreceive 8 margin contribution of 
$0.43/KHBtu tor these UEG sales. We are pleased'that SoCal Gas 
has bargained effectively to increase its contribution to margin 
on UEe sales. We are also aware that S6Gai Cas and Southern 
California Edison Company (SCg) on Harch 26, 1986 negotiated the 
terms and conditions of a long~r-term one-year solutlont~. the 
fuel switching problems and that SoCa1 Cas has filed Advice 
Letter No. 1619 for authority to implement these longer-term 
solutions. 

It is ap~r6prtate to allow time to teview this ad~ite l~tter 
filing And to al10~ interested partie. to commentori that filingo 
Therefore. we will continue the effectiveness of the UEe rate of 
$2.25/HH8tu until Our May 1, 1986 meeting affording SoCtil Gas t;he 
margin ~ontributi6n of$O.43/HHBtu pendin* Our tOn.ideration of 
longer-term UEG contracts. 

FINDINGS 

4Itl. Resolution No. G-2668 authorized the sale of UEG g~s at a tate 
of $2.25/MHBtu including a margin contribution of $O.20/HMBtu tor 
a period not to exceed 30 days. 

2. ResOlution No. G-2668 placed SoCal Gas On notice that it 
should take ali. steps possible to bring down its cost of gas to 
intrease its margin conbtribution. 

3. SoCal Gas has increased its margin contribution from $O~20 to 
$O.43/HMBtu for April 1986 spot gas deliveries. 

4. SoCal Gas has negotiated with SCE loi longei-term U~G s.les 
contiacts. and has tiled Advice Letter No. 1619. tor author[ty to 
cairy out the longer term coritra~ts. 

5. It is reasonable to allow the Commission and interested 
parties time to review the terms and cOnditions .appt6ptlat~ 
future UEG sales to sCg and to afford interested p'rti~s an 
opportunity to comment on these longer-term conttats. 

THEREFORE~ 

1. SoCai. Gas is hereby authOrized to extend its current UEG 4It contracts for a period of 30 days from April 12. 1986. 

for 

\ 
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~2. In all other respects the terms and conditiOns in Resolution 
No. G-2668 vill cQntlnue to remain in effect for an additional 30-
day period until Hay 12, 1986 unless cancelled or Otherwise 
modified by further order of this Commission. 

3. This ReSOlution shall be served On all patties to the 
Commission1s ongoing Gas Long Term Rate Design proceeding in 
1.84-04-079. 

4. This Resolution is effective today, 

1 cettify that tbis ReSOlutIon vas adopted "by the ~ubltc- Utilities 
Commission at it~ t~gul~t meeting on Apiil 2, 1986. The foiloving 
Commissioners apptOved itt 


