RIBLIC UTILITIFES COMMISSIOR OF THE STATE OF CALIFORNTA

FYAIUATION & COMPLIANCE. DIVISION RESOLUTION G--2671
Energy Branch April 16, 1966

RESOLUTION

SOUTHERN CALIFCRNTA GAS COMPANY (SoCal)
ORDFR AUTHORIZING FMERGINCY CONTRAC? FOR
PURCHASE: AND SALE OF NATURAL GAS 70
SAN DIEGO GAS & FIFCTRIC CQMPANY (SDG&E)

RACKGROUND

By Advice Letter No. 1613, filéd March 25, 1986, and pursuant to
Section 491 o6f the Public Utilities Code, Solal requests a temporary deviation
from the ratés for service and sales volumes of gas provided uner contracts
now in effect for service in accordance with Rate Schedulé G-61,

SoCal submits for Comnission approval a short-tern purchase and sale
sgreenment between SoCal and SDGAE. This filivg is made at Ceomission's
direéctive (meeting of March 19, 1986) that SoCal should file an advice lettér
conpatible to SDGXE's Advice Letter 566-G.

Under a t Market Gas Purchase Agreement negotiated by SDG&E and
HNG Internorth (HNG), SDGEE is able to purchase gas at $1.95/MBtu (defined as
one million Btu or 10 therms) at the point of interconnect between the
facilities of the Transwestern Pipeline System and the Southern California Gas
Coopany near Needles, California. By supplemental to Advice Ietter 566-G,
SDGXE now reports that the contract pricé has beén reduced to $1.7225 MiBtu.
SDGEE is seéeking to have this gas delivered to their facilities at a price of -
&1.7725 MBtu by Solal, resulting in a margin contribution to SoCal of 30.05 -
per MiBtu. ;

SoCal furnishes natural ges under Rate Schedulé No. G-61 to SDGSE.
The rights and obligations of both parties under their Yholésale Gas Agreément
would Temain in éffect. The terms of this schedule and the corresponding =
agreement between the two utilities provide that Solal's overall systém gas '
supply along with SoCal's extensive urderground storage facilities are used to
provide year-round gas service for SDG&E's consursrs at parity with SoCal's
CONSumers. : -

_ SoCal will undertake to deliver, on a temporary deviation from
Schedule G-61, such volumes to SDG&T as are tenderéd in conformance with the
following conditions:

1. SDGSE will provide at 1éast 48 hours advance noticé of the
volumes to be delivered each day.

2. All volumes delivered to SDGEE will be used in their Inter-
departmental Rate Schedulé GN-5 for utility electric
generating (UBG).
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SoCal is filing this advice letter as dirécted by the Camission howsver, it
does not believe that SIGAE's contribation to margin is safficient to cover the
fixed costs on their system. SoCal has filed a protest to this effect and has

cited the Commission's Resolution G-2668 as a reference for the minimum margin

contribation from URG castomers.

Protests and Coaments

TURN protested both this advice létter and the related Advice letter
566-G of SDGXE "to reduce the rate charged for gas sold to its electric -
department for electric generation". Coments and a limited protest were
recéived from the City of Long Beach. A létter from El Paso supported the
concept of sales to SDGXE power plants for a 80.05 Dth margin ¢ontridvation over
the price of spot gas delivéred to SoCal. The Pablic Staff Division also
sutemitted comments genérally sapporting SDGEE's filing and récormends approval.

TURN's protést and coments are fully covered in Resolution No.
G-2670 vhich addresses SIG&E's Advice Tetter No. 566-G.

) _ The City of Iong Beach simply wants to bée accorded the same treéatment
fron 86Cal as SIGXE is requesting. long Beach réquests that within this '
special proceeding relating to Advice Ietter No. 1613, the Comnission allow
Long Réach t6 maké a contribation to SoCal's margin of $0.05 through a similar
arrangément between Iong Beach and Soal and Iong Beach's gas supplier, eithér
by way of emergency short—term transportation or on the basis of a parchase by
SoCal of the gas as long Reach's agent for ro-delivery to Long Beach.

, ~ Fl Paso points out in its comnents that SDG&E carrently pays a
substantial wholesale demand charge to SoCal of approximately $0.28/Dth (one
decathem, Dth, is équal to MMBta or 10 therms). . Adding the $0.05 MBta .
proposéd by SDGAF woald make a "respectable" marginal reécovery of $30.33 MMBtu.
If SoCal was authorized the full $0.30 MMBta, El Paso believes SDGAE would
essentially be contributing $0.58 M{Rta to margin. That woald be sabstantially
above that which the Commission viéewed as minimum for the UEG - targetéd sale
to SCE of $0.70 per MMBta.

,  The Podlic Staff Division (PSD) generally sapports SDG&E's filing and
recommends that the Comission approve SDG&E's proposed gas rate with '
Corditions 1 and 2 proposed by SoCal in Advice Letter No: 1613 so long as any
spocielly targeted spot gas is excludéd from SoCal's system average cost of gas
for the purpose of ¢alcalating SDG&B's wholesale raté. The key issu¢ for the
Cormission is whether the rate proposéd by SDGEE includés an adequateé :
contribution to margin. In Resolution G-2668 adopted March 12, 1986, the - .
Commission ordéered SoCal to maintain a mininmum contribation of $0.30 per MMBta
after April 1, 1986 from UFG sales. SDG2E carrently pays a capacity charge to
SoCal of $25.89 million per yéar whether SDG&B purchases any gas or not. PSD
believes that this translates to an équivalent margin contribation of $0.268
per MMBta to SoCal allocating this charge across all sales to SDGEE, and
including the proposéd transportation of spot gas for SDGEE's URG salés. =
Adding the additional five cents per MMBtu, the margin contribution incréases
to over $0.30 per MMBta. Thuas, SDG&E's proposal meets the Compission's minimum
margin contribation for sales to UBG customers.
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DISCUSSION e

In Resolution No. G-2670 approving SDG&B's Advice Ietter No. 566-G, -
with amendment, we have thoroughly disc the positions of the parties, and
their protests and coménts. As we noted, it appéars reasonable to establish a-
short-tern minimum margin contribution for SDGRE's UR} 16ad at $0.45/M¥Btu.
This ninimun pargin contribution target will remain in effect untid we visit
this issue in the spring CAM proceeding or until further Commission order.
Since SDGEE already pays a capacity charge to Sofal equivalent to about
£0.30/MMBtu (the precise figure depends on the sales leveél assuméd), we will
require an additional contribution of $0.15/MBtu to bé made 6n the cormodity
rate. This is more than the % cents SDGXE proposed, but less than SoCal's
proposal of April 1, 19686.

. SDGEE will bé allowed to contract with Transwestern or any othér
supplier for gas to meet its URG 10ad as long as it results in an additiomal
contribution of $0.15/MBtu. This 15 éents per them contribution will more
than cover SoCal's variable cost of transporting gas to SDG&B and it will
provide economic benefits to both S6Cal and SDGEB ratépayers. In addition, the
City of Long Beach will bé permitted to purchase special contract gas for its
UFG load undér this arrangement, provided that thé minimm margin contribution
of $0.45/M¥Btu is met. :

For both SDG4E and the City of Long Beach, wé will also adopt PSD's
recomendation to excludé all specially targéted spot gas (e.g., gas s01d to
Fdison and 6ther URG custorers) from SoCal's systen average cost of gas for thé
purpose of caleulating SDG&E's wholesale rate. This will addréss the "doudble
?&t problem ¢ited by TURN in its corments and limited protést of March 26,

TFinally, we note that our approval of this advicé letter and our
45 cent minimim margin contribution target is only a short-term solution to a
much larger rate design problém that we will examine in The SDG&R and Sofal
spring CAM proceedings.

FINDINGS:

1. San Diego Gas & Electric's efforts to obtain spot market natural gas
have resultéd in a good pricé that could réflect savings to its electric
départment customers.

2. Ve ngreé that the proposed $0.05/MiBtu contribution to margin is
too low, but a contribution of $0.15/MBtu to margin is réasonable.

3. For both SDGEE and the City of Long Beach, we will also adopt the
recomméndation to exclude all specially targeted spot gas (e.g., gas sold to
Fdison and other UEG customers) from SoCal's system avérage cost of gas for the
purpose of calculating SDG&E's wholesale rate.
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4. Approval of this advice letter and our 45 cents per MBtua minimum
margin contribution target is only a short-term solution t6 a much larger rate
design problém that we will examine in the SDGEE and SoCal spring CAM

proceédings.

5. We find all other aspécts of this gas purchass and deliverv agreement
under Advice Ietter 1613-G to be reasonadble.

THFREFORE:

Under the provisions of Pudblic Utilities Code Séctions 451 and

491, Southern California Gas Company is authorized to énter into a
short-term purchase and $ale agreenént with San Diego Gas & Electric
Company t6 deliver gas to6 SDG4R at a margin oontribution of $0.15 per
IBtu vhere thé gas will be used for Utility Electrio Generation.

This spécial emergency filing is approved for seérvice coincident
with the approval of Advice Letter 566-G and Resolution G-2670 for
San Diego Gas & Eléctrie Company.

Southérn California Gas Cémpany is directed to furnich & copy of the -
Purchase and Sale Agréement with SDGAE to the Executive Director of -
the Public Utilitiés Cormission. SoCal is further directed to -
furnish to the Rxécutive Director a tabulation of the quantities sold

and the margin contributions gained under this resolution.
4. This resolution is effective today.

I certify that this résolution was adopted by the Public Utilities Comission
on April 16, 1986. The following Comissioners approved it:

/{ e %_

Executive- Director

. ]
DONALD president

-oR CALNO
ViCT! C:AK DUDA
FREDER mtssioners

I abstain.
FPRISCILLA ¢. GRER , Commissioner




