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FUBLIC lRILl'i'Iffi oo-,.n8.<n(\~ OF THE STATE OF CALUUUlIA 

EVAIJJAnOO &: <XID'JJIA.~E DIVISIOn Resolution 0-2670 
April t6, 1~ Enerpy BrMch -

FACKGRCmID 

roroLUTIOlI 

SA.~ DIDJO GAS tc EIIDiRIC OO{PAHY (SImE) 
A1.1'mCRIZATIOn TO IY.PJRIDU A GAS RATE SCHIDUI.R CHANGE 

ro ~FORAT:g '7HE BmFFITS OF AN AGREFMm't' 
WITH IDn Im'mhWt'H (HID), A PIPELINE &JPPLlm, -

fOO PURCHASR OF SIW ~.ARJ<I:l' GAS AT $\.7225 pm MMB'ru. 

'. 
,t .. 

"Ry AdviCe lett.er No. 566-G :flied Y.arch 17 •. and supplement :filed 
r-~rch 28, 1936, San DiegO Gas &: Electrio COmJru\Y (8OO&-E) haS suooitted propOSed 
changes in tariff schedules appHcabie'to its Gas DeVU-Unent t-6 amend. its 
Schedule GN-5 tata to ineorj).)rate t.he benefits of a tentative 9g1:eooent with 
mil Interoorth to rurchP.se spot, market gas at a price of $1. 7225/lcmtu ' I 
delivered to t.he C~ifornta b6td~r. 

. , This_offer woul:d provide l!?.8 dedicated to ~IS p6vet plants for 30 
d98S aM. .... ould becOrne effect! ve on t.he date the ~issi(~m grants its' , 
approval. ID1G Int-ernorth will deliver the gas through eit-her the Trru'lS'ftest.ern 
or F.l Paso Natutal GP.s COmJXU\V pipeline system to SOuthern C81tfornta-Gas 
Coopal\Y (SoCal). on behalf of SOO&E. SOO&E is seeking to have this gas 
delivered. to SOO&E by SoCai at a price that iooiudes a margin contribution of 
5¢ per MMBtu or O.5¢ per them to SoCal. 

SD3&E is requesting t.hat t.h~ rat.e change ~ effectiveco-lncidEmt 
with t.he approval of the aoove-rofetenced agreement. and remain effective for 
the iength of the cOntract period. At the end of t.he contract period t.he .' ' 
Schedule GN-5 rare shall revert back to its original level of $4.3494 pet nmtu 
until such time as SOO&E obtains COOnission approval for a new spOt pltchase 
agreement and rate change. 

The requested. Schedule GN-5 tate of $2.8104/lcmtu, includes the . 
cOntract cost of gas ,and delivery t.o SOO&E1s system of $1.7125/Jorofut t.ob4 _ 
plus a maintenance of the current interdep:u-tmental cOntribution to lilatgin of 
the existing Schedule GN-5 rate (approximately $1.04J»rntu). 

Therefore. under this ai'r8ngement the margin contribution froo the 
power plBilts wool.} be maintained J atrl the Feraining rate reduction from the 
current 00-5 Schedule of $4.3494 to $2.8104 per MMBtu wOUld be p:lSsed thrOUgh 
to electrio customers • 
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Resol~tlon 0-2670 
~~ 

Becaase of the above-oentl6noo conditions, ~ teq\l€'Sts, under the 
prOvisions of Section 491 of the California P~blio Utilities Code. that thie 
srechu €>r.1.ergeooy filing be tlpproved for service c6-inctdent \lith the approval 
of an order Rllthorizing SoCa1 to deliver this FftS t.o SOO&E at St .TI25/~\1 on 
ruld after Aprll ~, t$fl6 ..... hich is on less thAn stat\ltory not·ice. 

K6I'?ICtiS OF PA.m'IIS 

frotest~ and oonments .... ere received f~ the Pubiio S~f Division 
(PSD). 'The City of 8M Diego, f.ollthern California GaS COOfEU\V (SoCai.) end 
Twaro Utility Rate lIol'Tlalimtion ('ilJRn). The cOCInents aM protests ate 
s..nmarized below. 

';'he City 6f San Diego sllpport.s ~'F.ls reqaest since it wili ):a...~ 
thrwp)t to electric ctlStooers the benefit of the cost red~l.otion.The City 
further reit.erated that \lith the current hiFJ't electric rates, an effort by 
3I\1&J! to. redllce them is ca:xnendable. 

'rhe pdbl,ic staff Division (FSD) generally sllpp()rts 800&&'S fiUng Nld 
rec<:onends that the C6.m:issioJ'l approve ~IS pr6j'6sed gas rate with 
CondItions 1 and 2 prorooed by ~.al in Advice lettet NO.. 1613 sO long as any 
specia1iy targeted. spot fPl3 is excltlded ftOOI SoCal' s system twetage cost 6f fi3s 
for the })\lrpose of C'.al.ctllating sro&E1s .. -nolesale rate. ~e key tSStle for the 
C.arnission is .. tJ.ether the rate projX)Soo by 8OC'.&F. includes an adeqllat.e 
contribtltion t6 margin. In Res6llltion 0-2668 adopted fl,arch 1~) t936, the . 
Carmissicn ordered ~ to maint.ain a mininurn contribati6n of $0.30 per MMBta 
after Aprii 1, ,% frcn UID salE-so sOO&E ctlrrently pays a ca{Qcity charge to 
&:>Cal of m.89 Dillion per year "'nether SOO&E purchases any f!IJS or nOt. PSI) 
believes that this traiJSlates to M eqtlivaient margin contribl.ltioI'\ of ro.2ffi 
per Jomt\l to SoCai. allOcating this charge across all sales to sn".&E, and 
inciwHng the propOsed transporta.tion of spot gas for SI)1&EI s UID sales. 
AddillR the additional five cents per MMBtu, the margin contribl.ltion increases. 
to over $O.~ per J.mta. 'i'h1lS, SIG&E1s proposal. meets the CctTmission's minimlll!l 
margin conttilhlti6il for sales to um customers. 

PSD takes note of 'ilJRli's oonStractive COITlEmts regarding cross....;. 
sllbsidies restllting fran the ..molesale rates. PSD believes that a smpler , 
solation can accOcrnOOate 'ItTPJPs ooncerns 81ld. enstlte t~at 8OC'&:'&'S high pri<>rity 
customers do not receive cheaper f'PS at the expense of SoCal's hipp priority 
castooers. Ij'he yholesale rat.e Jeid by Sl'J3&.R (or City of long Eeach) shoald nOt· 
be lover than the effecH ve system average coot of gas.. This oo\lld be 
accomplished by excluding EIIlY "special contract" spot p;iS (for exampie, the f¢3 
sold to SCR and other electric utility customers per ~alls recent Advice 
lAtter No. 1610) from the mernorandu:n reCord kept for wholesale castaners ll1lder 
SoCal l s COnsolidated. Adjllsment ~!echanim (CJJ.!) Falancing AccollJlt. The 
1ffiolesale balancing acc6tmt wOoJld then be based on the effective cost of PJlS to 
SoCal 's non-UID ctlStomers. 

In conclusion, the FSD reCOOl!lends approval 6f this rate on a tempOrary 
basis pending iJHlepth review of the appropriate UID contribution to margiT\ in 
the Spring CAM proceedings and other farther hearings dealing ..,ith long-tem 
gas rate desil91' 
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Resolution 0-2670 
~~ 

Southern California Gas COOfE\1\V (BoCal) protested -thE) Advice letter 
am the prorooed contriwtion to t'Argin by statt~1 liAs described In ~IS 
Advice Letter, these vol\1!:es 'io\lld be p..trchasoo for sllch :price at the border 'by 
~ and then resold by &>Cal to SOOH~ for $2.00/~l.lt (per original filing) 
representiflR a 66ntriwtion to &>Cal's costs of only O.5,-*/thenn. a level sO 
una~ept.a.bly 19v that 00 alternative is left t.o &leal Nt to protest ~'s 
proposal." 

t1SoC'.al Ctirrently ~vs fixed RI11l1.l.!tl. dE'C"~ charges to Rl Paso Na~tlTal 
Gas CropaI\,Vt 'i'ranswest.ern Pipeline Cornpru\V ana others totalling $285.3 
million. fused on total. system sales, sllch fixed d.emand charges eqt.late to 
approximately 3.0¢/them. At an aooolute 1l1nirnllm and to be eqaitable in 8l\V 
sense, SoC.a1 rntlSt at least reCOver sr:G&:B1s pro tata share of these plwline' 
d.ewuld charges aro6anting to 3.0¢/thenn. This principle was lm.1ersc<)red by the 
C<lniSsi6n in its recent ~.s ttanSp)rt.ation deoisiOn when it .. -as -,'toted that at 
least a portion of sllch pipeline demand charges are inclUded in SoCal's , 
Wholesale ctnnodi ty rates and may not be avoided by SoCal merely becallSe syStem 
sales are d.isplaced by trans~rtation or other alternate arr~ements BIlCh as 
thOse pro~ 'by srG&E's Advice letter": (Decision llo. 85-12-102, 
micro p. 27.) 

SOC'.al c6ntinlles, "furt.hermore, t.he FSD has urged on Ilinim~ margin 
contributions frco tIro cust.oL!lers of 4.5¢/therm (CM Resolution O-266a, p. 8, 
l'arch 12, 1936.) and the CCtEission itself has stated. that tlSoCai shall make 
every effort to seC\lre a margin c6t,tr1bution of (3.~/them) fran urn sales, 
(RES 0-2668) and in vie~ of the fact that unavoidable fixed pipeline demand 
chargeS a1lO\l1lting to 3.~/therm. are not recovered byooans of the capgcity 
c~ge, ~t seems sOrce.nat whimsical fot soo&E to s~st that Sc('.a1 shChlldbe 
satisfied for PtJ,rpooes of the sllbject spOt market volumes vi th a cOntribution
frOO SI:G&E of only O.5¢/therm. II , 

Th~! !or the foregoing reasons, SoCa1 sa'hnitted that soo&E Advice 
letter no. ~ shOtlld be rejected, or, in the alternative, shoold the . 
Coomlssion determine to authorize the temporary p\lTchase of the sJX)t market 
sll}Jplies propOSed by SOO&E, the llltlmate sale to ~ sh<klld. reflect it margin 
to SoCal no less than 3.0¢!therm abOve the price plid by SoCal at the border. 

~ filed coor..ents and a limited protest tn lr'hich it makes the 
follOiling points: . 

1. TllRN is concerned that the matter reslllt in fair treatment of the 
ratep88ers of both comrenies. 

2. The ROO Int.eroorth spot gas agreement may veIl be JD()O.t due to 
lower spot bids to SoCal for the mOnth of April. 

3. 'ilie problan is one of tate dest~ which shOtlld include deman:i 
charges and tiered rates of long-term. sllpply cost and expected 
spot gas cost. 

4. Any solution shoald be a teo)X>rary. interim approach until 
heari~ can be held. 



• 

• 

• 

DI~JOO 

In Resolution 0=..2668, we rejected requests by ~th SOO&E ~ the City 
of IJJng Beach for a special «>ntract rate of $2.05!rOOJtu from Sor.al. At that 
time, s~t gas .... as being purc~.sed at ~2.(1j/M-!Btu. \te therefore conCluded that 
'\rhlle the required margin contribution that should be recovered in SoCiU's 
wholesale c<:n:oodity rates is certainly less than it "'°Otlld be absent the demtu'ld 
charges, we ate not preJOred to s-\.v that 1 t should be £(!oro AS proposed by SIX3&E 
Md the City. n 

NO'Ii, soo&B has ptop:)Sed to I'1rchase contract fi\S from 'l'raitswes~rn'for 
$1 .7~Jw.mtu and p\v an additional ~.(1j/"mtu to SoCal for tre.nsp6rti1"l8 this 
~..s to 8IX';&:R. 'ibis wouid make t·he delivered price of gas to SIX}&E S1.71/WJJtu 
which is currently coo.petitive with oil~ SOO&E argues that this $.Oj~ 
plus the neariy ro.,a!»mtu I!largin it currently ~vs SoCal in a m6nthly . 
carecity charge wOUld. be more than the 30 cent minimum margin required of 
Edison in Resolution 0-2668. 

Two significant events have tranSpired subsequent to our issuance of 
Resolution 0-2668. First. the average price of SoCal '8 spot I!f1S p.1.rchases has 
decreased. from $1.95 to $L(Q/&XBtu for the mOnth of April. This increased 
FJ3ison's margin cOntribution froo ro.30 t-6 $O.4,"'mtu - very cloSe to the' 
ro.45/MMBtu llinhrum contribution re~.ended earlier bv PSI) in AdviCe Mtter 
fiUng 1610. SeCOnd, S6Cal and Fdis6n have reached a rtegotiated longer tenn 
agreement which ~ou1d apparently provide a nargin contribution close to or 
aoove $O.45/Joz.mtu. &>C.a1 has filed Advice wtter 1619 for a.pproval of this 
agre~nt. "'hile we have yet to act on this advice lettet filing and are not 
intending to prejudge sUch action, we note that a ro.45/l-mtu contribution 
level would 00 cOnsistent vith Resolution 0-2668. In that resOlution we 
directed SoCal and Edison to negotiate an agreement to "bring the combined 
COntribution to margin in the special crorn6d.ity rate aM the negOtiated. demand· 
charge to the 45 cent contribution to margin urged by staff. II 

. 
For these reasons, it appears reasonable to establish a. short-term 

minil!!Ul!l margin contribution for SOO&E1s UID load. at ro.45J»mtu •. This minlmuJ!l 
Imrgin contribution target win remain in effect until we visit this iSSue in 
the spring CA."! proCeeding 01' until further CcmnisSion order since SOO&E already 
pays a capgcity chafge ~ SoCal equi ... a1e~t to ab9u~ $O.~/r1mtu (~he precise
figure depends on the sales level a...~), we ViII requite an additional 
contribution of ro.15/~ to 00 oode on the COI!i!IOdity rate. 'This is more 
than the 5 cents StG&.E propOsed, but less than SoCal 's pro~ of April 1. 
1~. 

soo&:E will be allowed to contract vi th Trans.·estern or any. other _ 
supplier foi' gas to meet its um lOad as long as it results in an additional 
contribution of $0. 15/w-mtu. 'i'his 15 cent contribution will mOre than cOver 
SoCal's variable cost of transpOrting f!PS to SOO&E and it wIll provide econtmic 
benefiut to both ¥a1and SD3&E ratepgyers •. In addition. the City ofJ.(?tlg ._ 
Beach -.nIl be penntted to Pltchase special e<>ntract ~ for its om load under 
this arrangement, provided. that the minirnurn Clatgin contribution of $O.45!Mmtu 
is met. 
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Reoolution 0-2670 
F~5 

For bot.h SIm:R am the City of LOng Beach. we will rus6 adopt Rm' s 
r~nd.ation to exolude all specially targeted sp)t FJ3S (e.g •• ~ sold to 
DUson N'Kl other tlJU Cltst6mefS) fr<n SOCalls system averltl;e cost of e.as tor the 
p.1rp6se of calculating SD3&};'s 'Wholesale rate •. This will Address the IId6uble 
dip" problem cited by TURN In its coo:rnent.s Md limltE'd protest of March 26, 
1%. 

Finaly, \Ie note that our approval of this advice letter and oor 45 
cent mininm margin contributiontaiget i!3, o~ a short-term Solution t6a D:ruch 
larger rate design problm that ve will examme in the stG!E aM S6Cal spr1ll8 
CA.\I proceedings. In it~ cOOI!l€nts to this ad.vice ietter tiling. flJRN did an 
excellent job of identifYing sOme ot the critical problems with ~~olesalerate 
desi{1l. "''hile "e do not adopt TURJ'Ps ~ecomoond.ationS tode-"v beCause 6f their 
co.:nplex natute. we look fonra:td to exploring these and other wholesale tate 
desil!}l options in the sprirlg CAY.s. 

Findings: 

1. Sail DiE-gOls eff9rt.S to obtain sp:'>t market. natural gas have resulted 
in a gOOd price t.hat yill reflect 8avillg3 to its electric dejertment 
custooers. 

2. We agree with SoCal that-the ptop:>Sed O.5¢ per therm conttibut.ion).~ 
Datgin is too Imr. If soo&E wishes t6 effeCt its agreement with ROO, we will 
direct SOC'&:E to ~.end its filing to include 1.5¢ per them that it must 
contribute to SoCalls margin. 

3. _ For rux'''&-EJ . we wiil adopt t~e r~nda~ion toexoiude~l sroe:c,ially 
targeted spot I!PS "e.g., f!PS sold to Fdison Bnd other urn customers) froo 
SoCal' s system a'Verf'ge cost 6f f!1lS for the pur)X\Se of calculating sOO&E' s -
wholesale rate. 

4. We find the requested rate change as modified in Findirigs Uos~ 2 f'.nd .~ 
above to be reasonable. 

5. notice 6fthe following order did not ap~ on the COOInissiort's -
agenda as required by the Goverli!l€nt Code. This matter is ail emergency iSsue 
in that 6il priceS ar~ failing ptecepitously and withoo.tthe special co~tra.¢t 
in effect, a greater fixed cost aM firiaricial burden wOUld haVe to 00 placed ,00 
SOO&E's residential and ot.her high priority cUstaners. Rxtensive noticiI:l8 of 
this finding has taken place thr~ imividual mailings to the General Order 
96-A list. 
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Res"hltion 0-2570 
~6 

'l'HrnFf{ID;t 

,. Ran DiegQ Gas ~ F.leotrio C<:cJMY Is aut~riZ€d to enter into an 
~reement vithS6. Calif Gas canpany, 'whereby, SoC.ai 'Will In turn deliver 
the gas fr<n HID t.o SD:aF at a price to inolade a $0.15 per t-mtll C6ntribllti<>n r 
to carRino 

2. 'i'he rates Allthorlzed herein ate authorized to remain in effect tll'ttll I 
modified by fart.her order 6f the Cttnissi6n. 

3. '1'his special emergency fliingls approv~ for service coincident with 
the approval of 8:'l order titlthoriEing ~ to deliver this f!NJ to San Diego 
on and after April 16, 1936. which is On leSs than statllwry notice. 

4. 'The abOve Advice tetter and s~ppiernental t.ari ff sheets shall be rnarke.:i 
to show that they were Mtoorized for filing by C<:I!nission R(>Solutlon 0-2670. 

5. ';his Resolution is effeCtive today. 

I certi(y that this ~esolllt~on \~ adopted by the Pllbii9 Utliltles ~tsSion 
on April '6,- '996. The folloving C<X!iDissioners 'pproved ttt . . .-.. ". 

~ £!/7tf~~~. I 

• • ~ l' -; , . . 
lXeclltiveDirecfur -

I abstain. 

PRISCILLA C. GBnt I Cotnmiss ioner 


