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PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

EVALUATION & COMPLIANCE DIVISION 
Energy Branch 

RESOLUTION 

RESOLUTION G-2672 
April 16. 1~86 

AUTHORIZATION FOR PACIFIC GA~ AND ELECTRIC COMPANY (PG&E) 
TO TEMPORARILY SUSPEND INDEXING FOR SCHEDULES G-50 AND G-S8 

By Advice Letter 1351-G. filed Karch 13. 198~tPG&E hastequested 
authority to suspend indexing for Schedules G-50 and G-5~ until -8, 
decision i~ made in the tiptomi6* GaS Adj~~t&ent Clause (CAC) -
Application 86-63-030 filed Karch 11.1986. PG&E has oiso . 
requested a modification to Schedule G-85 to establish a minimum 
rate equal to PG&E 1 s inctemental cost of gas plus $0.03 per theta. 
in lieu of using the G~59 rate in eifect at the time a contract is 
signed as the floor. This change vould reflect the tact that some 
customers may be able to purchase alternative fuels at prices less 
than the alternatives available to G-59 customers. This tevised 
floot would alloy PG&E to compete with alternative energj sources. 
while collecting some contribution to margin. 

The suspension of indeXing is necessary fot the neat-term to 
prevent additional loss of. revenue. The reduction In projected 
annual revenue because of indexed rate teductions in these 
schedules since January I, 1986 is $148 million. This is in . 
addition to a $40 million decrease attributable to the January'. 
GAC decision. The suspension of indexing is proposed only as an ' 
interim measure to prevent further revenue loss while the scope of 
indeXing is examined in the GAC rate hearings. 

Depending on the behavio~ of the oil market. the suspension of 
indexing may cause some fuel svithing. PG&E viII use Schedule 
G-85 to encourage potential fuel svitchers to remain on gas. 

The Public Staff Division (PSD) on Harch 21, 1986 protested Advice 
Letter 1351-G and proposed certain alternatives as discussed ' 
herein. First, PSD agrees with temporarily suspending the index 
mechanism fot Schedules G-50 and G-58. This matter caD be 

• 
revieved in PG&E1s semi-bnnuai gas offset Application No. 
86-03-030. PSD has taken the position 1n 011 84-04-079 that 
indexing gas rates to fuel oil prices should be discontinued. 
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The existing margin contribution fot G-a5 is ar·rroXi~ate11 1.3 
cents pet therm. With 2.5 cent to~ards the uti tyls fixed 
pipeline charges andO.~ centst~ comptessor fuel and line loss, 
the current margin contribution of 1.3.cents provides a 
contribution of 3.9 cents to what has been traditionall,- . 
considered the utility's mat~in, The 3 tent matgin conttibution 
as proposed by PG&E does not cover the utility's fixed pipeline 
charges. cOMpressor fuel. and line losses. 
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PSD maintains that the minimum rate should be the incremental cost 
of gas plus 4~S tents per thermo Until there ste heatings on 100g­
term gas rate deSign. PSO believes that 4.5 cents pet ther.·isCthe 
absolute minimum the COmmission shou~d approve in any tate design 
proposali This level is consistent with the 4.5 cents per therm 
minimum contribution to fixed costs tecefitlr a~opted by the 
Com~ission (Resolution No. G-2663) for PG&E s G-58 rate. 

PROTESTS 

Protests to Advice Letter ~o. 135t-G were reteived (rom U.Si Botax 
and Chemical Cotpot~tlort (U.~. Bo~ax). Callfotnii Industrial Ctoup 
(eIG). C8lif6t~iA K~fi~{8tturers Ass6ti~ti~n (eMA) and the . 
Califotnia Cogeneration COuncil (CCC). The issues taisedb-y-t'he­
prote.t~nts 8t~ vat led but they all have one t6qu.st in e6.~6ri a6d 
that is to t~j~ct Advie~ Lettet No. 1351-G and t6 cofisid6r. tb • 
indexing issues in the Gas Adjustment COst (GAe) hearings 
commencing on April 21, 1986. Essentially. all protestants 
beli~v. that the merits 6t PG&E's p~6posal te~uites gr~atet 
strutiny by the Commission, affect.d customers and interested 
parties before any action can be taken. 

FINDINGS 

1. Given th~ curr.nt behavior ot the oil ~arket, Seh.dule.-d-~O 
and G-58 should be temporarily suspended from i~dexing to avoid 
further loss of revenue. 

2. This is a temporary suspension of indexing ~nd this issu~ 
should be addressed at the bearings i~ Application 86-03~O~O. 

3. The three cent .a£gin contribution to Sehedule G~65 as . 
ptoposed by PG&E does not cover the ~tility's fixed pipeline 
charges, compressor fuel and line losses. 

4. Until hearings are held on long-term gas rate design the 
minimu. contributiOn to fixed costs should be the incremental 
cost of gas plus 4.5 cents per thetm. 

5. Pacific Gas and Electric Company should be encouraged to use 
Schedule G-58 to persuade fuel switchets to remain On gas, but the 
margin contribution shOuld be as outlined in Finding No.4. 
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THEREFOREI 

1. Pacific Gas and Electric Co~panJ is adlhorized under Sections 
454 and 491 of the Pubiic Utilities Code to temporarily suspend 
indexing of gas tate to fuel otl prices tot Schedules G-50 and 
G-5S. 
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~. Pacific Gas and Electric Company shall not mOd!!y Schedule 
G~$~ to establish a mi~i.uD contribution to fixed cost mai&in At 
lesstbafi PC&E'si~cremental cost of gas plus 4.5 cents pet thermo 

3. Advice Lettet 1351-G and accompanying,tarifsheets sheil be 
marked to shov that the, vere ~~thOrized fot fllfrig by Commission 
Resolution No. G~2672. This Resotutt6n is eftetti~e today. 

I certify that this Res6lutiori was ad6pted by the.~ublit Utilities 
Commission at its jegularme~tt~a on Aptil 16.1986. The 
following Commissioers apptoved itt 
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Executi~e Dire 
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