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nJBLIC UTILITlrn rom~ION OF THE STATE OF CfJ,Ift)OOA 

EVAlUATION & C(MPLIANGF. DIVISION 
Energl Branch 

RFOOWTION 0·..2671 
April 16. 1~ 

FACKGR<xmD 

IUmllJ1'IOtI 

0CVi'HrnN CAM fflRNIA GAS <X«PANY (&!Cal) 
OODm AlJ1'HOOIZmG OOlbJFNCY CONTRAC? roo 
ftlRCHASF. AND SALE OF NAroRAL GAS ro 
~AN DlIDO GAS & RLIDTRIC OOIPAJIT (srG&E) 

By Advice Letter No. 161}. filed March 25, 1%, and pursuant to 
Section 491 6f the Public Utilities COde, SoCai request.s a temrorary deviation 
from the rates for service and saies voiU!:les of gaS provided under C6ntracts 
new in effect for service in accordance with Rate Scheduie G-{;t. 

SoC~ submits for Commissi6n approval a short-t~ra purchaSe and sale 
agreement beh-een SoCal and srG&F~ Thi$ filtt,g is made at COOinission's, 
directive (meeting 6f lI.arch '9, 1%) that S6Cal shOUld file M advice letter 
~patible to 8DG&E's Advice Letter ~ • 

Under a Spot li.arket Gas Purchase Agteeoent negotiat,ed by soo&.E and 
HNG Internorth (ROO), SOO&E is able to. JUrchase ~ at $1. 95/l-KBtu (defined as 
one l!liiUon Btu Or 10 therms) at the point 6f interconnect between the . 
facilities Of the Tran~«estern Pipeline ~stem and the Southern California Gas 
COOP8J\y near Needles, California. By supple.:nental to .Adv~ce letter 566-0. 
mx;&E noy rep6rts that the cootract price has been reduced to $1 .7225 Hmtti. 
SDG&E.is seeking t~have this gaS deliveted to. theirfaciiities at a price 6f 
$1.7125 l«Btu by SoC.a.l. resulting in a I!largin contribution to SoCal of ro.05 . 
per MMBtu. -

S6Cal furnishes natural gas Ul'lder Rate Schedule No. 0-61 to~. 
The riltlt.s and obligatiOns of both parties under thei r "r.'holesalc GaS Mreement 
would remain in effect. The terms of thi~ schedule. and the cOrresponding .. 
agre~nt between the two utili ties provide that SoCalI S ovetall system g3S . 
supply alOng vith SoCalls extensive undergroWld storage facilities ate used to 
provide year-round ~ service for SDG&E1s con~ers at parity with SoCalls 
consumers. 

SoCal viII \L~ertake t~ deliver. on a temporary deviation from 
Schedule 0-61. such volumes to SOO&F. as ate tendered in conformance with the 
following conditions: 

1. SOO&E will provide at ieast 48 hours advance notice of the 
volumes to be delivered each day • 

2. All volumes delivered to SIG&.E will be used in their Inter­
departmental Rate Schedule GN-5 for utility electric 
generating (um). 
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Resol~tion 0-2671 
I'P.fie ~ 

~ Is filing this advice letter as directed by the CoOroi~i6n however, It 
does not beB.eve that sro&..~IS contribatlon to Mrgln is s~fi01ent to rovet the 
fixed costs on their systeo. BoCal hAS fned a protest to this effect and has 
cited the C(mnissioo's Resollltion G-266...Q M a reference for tho [Iliniml.1!!l margin 
oont.ribtl\.lon from urn c..lStooers. 

Protests And CttI!Ients 

~ORN prot€sted both this advice letter and the related Advice Letter 
566-0 of &'G&R "t6 red\lCe the rate charged. for ~ sold to its electrio 
deJOl'went for electric f;eneration tl

, Canents and a lini ted. protest vere 
re<:eived from the City of long Beach. A letter fran El Paso sllpp:>rted the 
concept of sales to 8i\1.U: p6'r:er plants for a ro.()j Dthr'latgin contributiOn ovet 
the price of spOt p;1S delivered to SoCal. 'rhe Ptlbllc staff Division also 
sllmitted. cor.:ments generally stlppOrting Sf(',&E's filing and r~ends ap~tova1.. 

TURN's protkst and COmments are fally coveted in Resolution No. 
0-2670 ..mich addresses ~..&E's Advice Ji~tter No. 566-0. 

. The City of lOng Beach simply ""'81\~ to be accorded the same ttea.:ment 
frta SOC'al as Sf('-.&E is reqllesti~. long ~ch reqtlests that within this 
spOOiai proceedh~ relating to Advice letter No. 1613. tl1e.CO!Ivnission a1iow~ 
long Peach t.o make a. cootribtltion to &>cal's margin of M.O.) throOf}l a simi~ar 
arrang~nt between long E€ach and &:>Cal and IoJ'l.g Beach's gas stlpplier. either 
by ... ·~v of e!OOrgency short-tern transpOrtation c;>r on t.he b&sts of a p.irchaSe by 
SoCal of the gas as JJ:>ng Peach I S agent for ro-deli very to Wng Beach. 

Rl Paso. poi nts out in its c<:rrDent.s that soo&E currently p\vs a 
sllbstanUal ",ilOlesale d~ charge to SoC'.ai of appr<;lximately $).28/Dth (one 
decatherm, nth. is eqtia1 t.6 w-rnt11 or to thems). - Adding the $0.05 Wffitu 
proposed by SIG&F would make a ~'respectablen marginal r~overy of ro.33 ~t.i. 
If SoCal was Rllthorized the fall $0.30 MMBttl, El Paso believes SOO&E wood 
essentially be eontriblti1ig ro.~q wrnhi. to f!l.argin. 'lbat woilld be sllbstantially 
above that which the Coomission viewed as minllntEl for the um - targeted sale 
to SCE of so.~ per ~tl. 

The Ptlblic staff Division (PSD) generally stlpports 8DG&E1s fIling and 
rec<:anends that the COnission apptove SL'G&..~ls proposed pps rate with . 
Conditions \ and 2 proposed by SOCai in Advice letter No, 1613 sO long as any 
s~tally targeted spot f'1lS is exclUoied from SoCal's system average cost of f!P9 
for thepllrpose of calctllating SOO&E'S.wholesale rate •. The key isstle for the 
CCmnissi6l'l is whether the rate propOsed by.SOO&E inelooes an adeqllat.e 
oontriblltion to margin. In Resohltion 0-2668 adopted lotarch 12. 1%. ·the . 
CoInisslon ordeted SoCal to maintain a minimwn contribtition of ro.30 per MMBtti 
after April 1. 1996 from om sales. SI:XJ8~ ctll"rently pays R cajecity charge to 
SoCai of $25.89 million per year whether SrG&E po.tchases any ~ or not. PSD 
believes that this translates to an equivalent margin contribution of ~.268 
per M-mtll to SoCal ailocating this charge across all sales to SIX",,&E, and 
including the propOsed transportation of sp:>t gas for ~E'S um sales.. . 
Adding the additional five cents per Womttl, the margin cOntribtltion increases 
to Over $0.30 per l-mttl. ThtlS, ROO&:E1s pr6p:)sa1l!1eets the Coonissionls minImum 
margin contribtltion for sales to UEG castomers. 
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DI~ION 

In ResolutiOn }lo. 0-2670 approving SlX}&E1s Advice L:Jtter No. 566-0, . 
with amendment, we have thOt~~v discussed the rooiUoos of the ~rties, and 
their protE>sts and Cttrlents. As ve noted, it appears re.a.sonable to establish e. 
short-term mtnirnurn margin cX!ntributton for SDJ&Els uro load at ro.45/l'ftmtU. 
This minimum ~gln contribution target ~ill remain In effeot until Ye visit 
this issUe in the spring CAM proceeding or until further C(mn!sslon order. 
Since SOOo.t-.R aiready pays a capao! ty charge to SoCai equivalent to ~bout . 
ro.30J»mtu (the precise figure depends on the sales level 8.%--umedh ve will 
require an additional cootri~tion Of roo t5J»mtu. to be- l!l?de on the ~ity 
rate. 'This is mOre than the 5 cents SD3M! prorosed, rut less than SoCa1' S 
pro~ of April 1 t 1936. 

. SD3&R vili be allowed to contract with Transwestern Or tmy other . 
supplier for f!PS to meet its urn load as iong as it result.s in an a.dditi6m1 
contribution of to. 15J»mtu. This 15 cents per them contribution will mOre 
than cover SoCai IS variable cost of tranSpOrth18 gas to SOO&:E and it vHl 
provide economio benefits to both SOCal ana &'I3&Z r8.te~ers. In addition, the 
City of I..Qng Beach viIi be permitted to plfchase special cootract gas f'or itS 
UIG load under this arr~nt •. provided that the minimum margin contribution 
of $O.45/W<Btu is met •. 

I 
FOr both sro&:E and the City, of' LOng Beach, we Vill also adopt l?SD's 

rec<xrI'wndation to exclude all specially targeted sp)t (!pi3 (e.g., gas sold to 
F.disOn and other UID custoo,ers) ftem SOC'.al's systeo average cost of gas tor the 
purp:>se of' calculating SOO&E's wolesale rate. This viII address the "double 
dip" problem cited by TUR'l in its c<x!I!lents and limited protest of ~.arch 26. 
1%. 

Finaliy. we note that our approval. of this iiavice letter ana our 
45 cent minimum ~gin contribution target is only a short-term solution to a 
much larger rate design problem that lle vi 11 examine in the SOO!E and ~ 
spring CAM proceedi~. 

FnIDINOSt 

1. San Diego GaS &. EleCtric' s efforts to obtain spOt ~ket n#J.tutal 'g8i3 
have resulted in a gpod price that could reflect savi~ to it~ electric 
department customers. 

2. We agree that the proposed ro.05fiMBtu contribution to margin is I 
too low, but a cont.ribution 6f $). \5JlWrtu to margin is reasonable. 

3. For bOth soo&E arld the City of' long Beach, we wiil also adopt the I 
rec<m:nendation to exchlde all specially targeted spOt gas (e.g •• eJ3S sold to 
Y..dison and other um customers) f'1"00 SoCai I S system average cost of gas for the 
plrJX)Se of' calculating soo&E's liholesale rate. . 
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ResolutIon 0-267' 
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4, Approval 6f thin advice letter and our 45 cents Per )rV.mt\t minimuIn 
mttrgln eont.ribution target Is only a shott-term solution to a much larger ra~ 
desl~ problem that ve vlll eX8l!line in t.he st'i.l£E and &>Cal epring CAM 
proceedings , 

5. We tina ail other aspects of this gaS f'lrchase and d&l1very agreement 
under Advice Letter 1613-0 to be re~.sone.ble. 

1. Undet the provisiOns of Publio utilities code sections 451 ana 
49', Southern califorida Gas Canpmy is authorized to enter int6 a 
soort-term purchase and Sale agreooent with San Dlego Gas a: Electric. 
Comp:my to deliver 1!fiS. to SOO&E at a margin contrlbutiott6t $).15 per 
'v--mt;u ..mere the gaS will be use<! fot Utility Electrio Generation. 

2. This special emergency fiUng is approved for serviCe cOincident 
with the apptovalof Advice Lett~r 566-G and Resolution 0-2670 tor 
San DiegO Gas & Electric C<xnj:ID\y. 

"3. Southern California Gas CanpBny is ~ir.e<:ted to furnish 8..ooP1 of "the . 
Purchase ana Sale Agteement with sOO&E to the EXecuti va Dt rector of . 
the Public Utilities C<nnission. SoCai is further cHtooted to 
furnish to the EX~ative Director a tabulation of the quantities sold 
and the margin Contributions ~ned under this resolution. 

4. This resolution is effective today. 

I certify ~hat t.his resolution vaS adopted by the Public Utnities Ccm:nlssiott 
on Apr1i. 16, 1936. The follwi.ng C<mnissioners approved. it: 

Executive Directot 

: r 

I abstain. 

PRiSCILLA C. GREW, Commissioner 


