PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

EVALUATION & COMPLIANCE DIVISION RESOLUTION G-2679
Energy Branch May 28, 1986

RESOLUTION

SOUTHERN CALIFORNIA GAS COMPARY (SoCal Gas) ORDER
AUTHORIZING SPECIAL EMERGENCY CONTRACT FOR PURCHASE AND
SALE OF NATURAL GAS FOR UTILITY ELECTRIC GENERATION (VEG) -
TO LOS ANGELES DEPARTHENT OF WATER AND POWER (DWP).

BACKGROUND

By Advice Letter No. 1630, filed May 12, 1986 , and pursuant to
Section 491 of the Publie¢ Utilities Code. SoCal Gas .requests a -
deviation from thé rates for service and sales volumés of- gas

served under Rate Schedules GN-5, GN-54, and Resolution G- 2666,

By thls-spec1al emergency contract, SoCal Gasxv111 continue to_
provide service to the DNP for a rate of $2.25 per MMBtu with a
margin contribution of at least $0.30 per HMBtru.

SoCal Gas was authorlzed to sérve the DWP at these rates under
Resolution G-2666 until May 12, 1986.

DISCUSSIOH

This Resélution will rexnstate the term 6f the contract as long as
SoCal Gas c¢an obtain sufficient hatural gas supplles to provide

the authorizeéd margin and until a Décision is réadered on SoCal’ . -
Gas' Application 86-03-058 (The Céonsolidatéd Adjustmeént Hechanlsm,
CAM). The contract furthe provides that during Episode Days as
defined in Raté Schedule GN-5 the Episode Day rate then in efféct
will- be applicable and that gas and not oil will bé used for the
contract tern. )
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The purpose of this Special Emergency Contract is to avoid loss of
market that may occur absent the extension of this contract.

SoCal Gas has beéen informed and believés that the curreat oild
prices make it uneconomical for the DWP to usc natural gas for
U.E.G. at theé ¢urrently authorized rates (GN-5 ox GN—SA%.
Extension of this emergency contract will retain the DWP as a
customer vhile efforts continue to reach a more permanent service
agreement similar to that approved by Resolution G-2674 between
Southern Califoraia Edisan Company (SCE) and SoCal Gas.

Regaining customers can be very difficult once they have switched
to other fuels. So6Cal Gas and DWP should continue to negotiate a
longer term solution to the fuel switching problem s6 that we are
not faced with emergency advice letter filings on a monthly
basis. As part of thése negotiations, we expect SoCal Gas and
DWP to negotiate an interim demand charge which would go iato
effect as soon as possible, and to bring the combined contridbution
to margin in the special cémmodity rate and thé negotiated demand
charge to the $0.45 contribution t6 margin urged by staff on '
other U,E.G. contracts. Sinilar négotiations have taken place
with other U,E.G. customers,

PROTEST

On May 27, 1986 Public Staff Division (PSD) filed its comménts and
Limitéed Protest to Advice Letter 1630. In its limitéd protest PSD
recommended that the Commission should éxténd the $2.25 per MMBtu
rate as requested by SoCal Gas until June 30, 1986 with the
proviso that the Commission require that all sales under the rate
contribute no less than 45 ¢ents per MMBtu. PSD ¢oncludes that if
the Commission does not impose this limitation on the special
contract rate, it will bé providing potential counter incentives
to SoCal Gas' other GN-5 customérs who negotiated in good faith
for service agreements with SoCal Gas believing that the special
emérgency rate would lapse on May 12, 1986.

The Energy Branch staff has discusséd this matter with repreésén-

tatives of SoCal Gas and they agreéd that the 45 ¢eénts per MHBtu

contribution doés not presént any problém at this time sinceée the.

gas to bé sold to LADWP is being purchased at approximatély $1.64

per MMBtu. Theéréfore, the $2.25 per MMBtu rate produces a curreat
contribution of 61 cents per MMBtu, ’

We expect that the issue of the appropriaté lével of demand
chargés will be an issue in SoC&él Gas' CAM procéeding, In the
meantimé, the térms of this special émergeéncy coéntract and _
subsequently thé negotiatéd demand charge will provide SoCal Gas
with some reasonable fixed cost récovery.

FINDINGS

1. SoCal Gas has indicated that, based on thé currént pricé of
0il, DWP inteénds to burn oil instead of natural gas in their
electri¢ generating plants unléss they can obtain natural gas at a
price of $2.25 pér MMBtu during the period June and July 1986,




R This emergency deviation is réquired to avoid loss of market
that may occur abseat approval of this special contract, Should
utility electric customers discontinue use of natural gas for
electrical generation, the fixed ¢osts associated with the
resulting revenue loses would fall on higher priority customers.,

3. It is reasonable for SoCal Gas to provide service for a
linited time to DWP under Rate Schedules GN-5, GN-5A and this
Resolution No. G-2679 at $2.25 per MMBtu,

4, We expect SoCal Gas to take all steps reasonably possible to
bring dovn both their long-term and spot gas supply costs,

5. As part of its longer-term negbtiations with U,E.G.
customers, wé expect SoCal Gas to negotiate interim demand charges
to be instituted as soon as possible, ;

6. Notice of the following order did not appear on the
Commission's agenda as requiréd by thé Governmeant Codé. This
matter is an emergency issue becausé of lower o6il prices and
without the special ¢ontract in éfféct, a greater fixed cost and
financial burden would have té be placéd on SoCl Gas' other high. .
priority customers. Extensive noticing of this filing has takén
place through individual ma111ngs to the General Order 96 A list
and the partiés of record in OIT 84-04- 079.

THEREFORE !

1. Southérn Callfornia Gas Company is hereby authOrlzed to extend
its current U.E.G. contract granted by Resolution No. G-2666 for a-
period until a long-term contract is signed with the Los Angéles
Department of Water and Powér or until a Decision is renderd on
SoCal Gas' Application No. 86-03-058.

2. Southern California Gas Company shall také whatever actions
nécessary to énsure that thé gas,; both spot and system supplles.
which it purchases through thé E1 Paso and Transwestern’ systéms - o
is, on thé average, markétable to the Los Angeles Department of
Water and Power for Utility Eléctric Genération. .

3. Southern California Gas Company 'shall secure a marg1n ]
contribtuion to their systeéeam of at least $0.45 per MHBtu from -
U.E. G. sales to the Los Angéles Department of Watér and Power. -

4., Consistent with exlstlng tariff Schedules GN-5" and ‘GN- SA thésel.
contract ratés shall not apply on Episode Days and existing tar1fi
rates will apply. : :

S. The above Advice Letter shall be markéd to show that they were
authorized for filing by Commission Resolution G-2679.




6. The Los Angeles Department ¢f Water and Power upon entering
into a contract with the Southern California Gas Company will be
required to furnish an affidavit attesting to the forecasted
purchase price of o0il for utility elactric gencration and SoCal
Gas will provide copiés of the affidavits to the Cémmission,

7. Southern California Gas Company is required to furnish a copy
of the c¢ontract with DWP to the Commission.,

8. This Resolution shall be served on all parties to the
gOmmissign's ongoing Gas Long Term Rate Design proceeding in OIX
4-04-079, : : )

9. This Resolution is effective today.

I certify that this Résolution was adopted by the Publit Uf1iitiés
Comamission at its regularly scheduléd meerting on May 28, 1986,
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