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PUBLIC UTILITIES COMMISSION OF THE STATE 6F CALIFORNIA 

EVALUATION & COMPLIANCE DiVISION 
Energy Branch 

RESOLUTION 

RESOLUTION G-2619 
Hay 28, 1986 

SOUTHERN CALIFORNIA GAS COMPANY (SoCal Gas) ORDER 
AUTHORiZING SPECIAL EMERGENCY CONTRACt FOR PURCHASE AND 
SALEOr'NATURAL CAS FOR UTILITY ELECTRIC GENERATtON (ut~)· 
TO LOS ANGELES OtPARTMENT Or WATE~ AND POWE~(DWP). 

BACKGROUND 

By Advice,Letter No, 1630, tiled May. 12. 1986 , and pursuant to 
Section 49~, of the Public Utilities Code. SoCal. C~lLrequests a 
deviation from the rates for' service and sales volumes ot·· gas 
served ~nder Rai. Schedules ON-S. ON-SA. a~d Resolution C-2666. 

By this~special emergency contrait. Sota! Gas viII tontthue f~ 
provide service to the DWP tor a rate ot $2.25 pet HHBtuvith a 
margin contribution of at least $0.30 per HHBtu. 

S6C~1'G~* vas atithorized to ser~e the DWP at these rates under 
Resoibtio~ G-~666 until Hay 12. 1986. 

DISCUSSION 

This ~es61ution viII i6ifistate the tei~ 6f ~he_~bnttac~ as 16~~ '5 1 
SoCa! Gas can obtain sutfitien~ ri~tural g~s suppliea"t6 Ptbvi~~ 
the arithoiiz6d m~i8in afid un~il aD~ti.io~ isr66deied' onS6t~l: 
Gas· Applit6tioh ~6-0~-Q~8 (th~ C~ris6Iid~i'dAdj~stm~nt H~~ha~f§mt 
CAM). The contt~ct further providea th*t duti~a Epi~ode Day~ a* 
defi~ed in Rate Sch6dul~ ~N-5 the ~pis6de Day rate the~ ln ef(.~t 
vil~ be ~pplic~ble and thAt aas *nd not oil vill b~ used tot the' 
contract term. 
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The purpose of this Spetial Emergency Contract is to avoid loss of 
market that may occur absent the extension ot this contract. 
SoCal Gas has been informed and believes that the current oil 
prices make it uneconomical for the nwp t.o use natuial ~as for 
U.E.G. at the turrently authorized rates (GN-5 or GN-SA), 
Extension of this emersency contract will retain the DWP as.a 
custOmer vhile eflorts continue to reath a mOre permanent setvice 
agreement similar to that approved by Resolution c-2614 between 
Southern California EdisOn Company (SCE) and SoCal Gas. 

Regaining custOmers can be vety difficult once they have svitched 
to other fuels. SOCal Cas a~d DWP should continue to fiegotia(e a 
longer term soluti6n to the fuel switching problem so thatve are 
nOt faced vith emergency advice letter filings on a monthly 
basis. As part of these negotiations, we expect SoCal Gas and 
DWP to negotiate an interim demand charge vhich vould go into 
effect as sOOn as possible, and to bring the combined conttibution 
tomaigi~ tn the special CO~modity rate and the ne80ti~ted de~and 
chdtge to the-$Oi45 contrib~tion t6 margin urged by staff on I 
other U,E.G. cOntracts, Similar negotiations have taken place 
with other U.E.G. customers. 

PROTEST 

On Hay ~1, l~a6 Public Statl Divistori (PSD) filed its ~omm~nts"n~ 
Ll~ited Piotest to Adyiee Letter 1630, 1~ itS limit~dpr6test PSD 
recommended that the COmmission should extend the,$2.25 per' HHBtu 
rate as requested by SOCal Gas until June 30, 1986 with the 
provi~o that the COmmiS~i6~ re~uire that all sales under the t~(e 
conttibtite no leAs tha~ 45 cerits pet MHBtu. PSD toncl~des that if 
the Commission dOes not impose thiS limitation on the j~ecial 
CQntract rate, it viIi be providing pOtential counter incentives 
to SoCa! GAs' other GN-5 customers who negOtiated in good faith 
for service agreements vith SoCal Gas believing that the special 
emergeficy rate would lapse on Hay 12. 1~86. 

The Energy Branch Staff has discussed this matter: vith iepresen
tatives of SoCal Gas and they agreed that the 4S.~ents per MMBtu 
contribution doe' notpre~e~t any problem 't·this time since the. 
gas to be sold toLADWP is being purchased at approximately $1.64 
per MHBtu. Therefore. the $2.25 per MMBtu rate produces a curtent 
contributiOn of 61 cents pet KHBtu. 

We expect th~t the issue of th¢ appropriate level of demand 
ch~iges viil be an issue tn SoCtl Gas' CAM proceeding. In the 
meantime, the terms of this special emergency contract and 
subsequently the negotiated demand charge vill provide SOCal Gas 
with some reasonable fixed cost recovery. 

FINDINGS 

1. Soeal Gas has indicated that, based on th~ turrent price of 
Oil, nwp lnt~nds to bu~n oil instead of natutai ~as in their 
electiic generating plants unless they can obtain natural gas at a 
price of $2.25 per MHBtu during the period Jufie and July 1986. 



;\ 
• . , 

• 

• 

• 

, .. 
-3-

2. This e~ergeney deviation is required to avoid loss of market 
that may occur absent approval of this special COntract, Should 
utility electric customers discOntinue use ot natural 8as fOr 
electrical generation, the fixed cOsts associated vith the 
resulting revenue loses would latl on higher priOrity customers. 

3. It is reasOnable fOr SoCal Gas to provide service lot a 
limited time to DWP under Rate Schedules GN-S. GN-SA and this 
Resolution No. 0-2619 at $~.2S per MMBtu. 

4. We expect SoC.l Gas to take all steps reasonabl~ possi~le to 
bring down both theit long-term and spot gas supply costs. 

S. As part of its longer-~er. negotiations vith U.E.G. 
customers, we 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 th. 
Commission's agenda as required by the GOvernment Code. This 
matteiis an emergenty i~sue beta~se of lover 6il prices ~tid 
without the speCial COntract in effect, a ~t~ater,flked tO~t and 
financial burden wo~ld have to be plated 6n SoOl Cas'- 6th~t hi~h 
priorit, tustomers~ Extensive notiCing of this (ilitig ha~ taken 
place through individual mailings to the,General Order 96-A list 
Bnd the parties of record in 011 84-04-019." -

THEREFORE: 

1. Southern Calilornia Cas Comp~6y 1a here~J ~uthOiizedt6 e~t~~d 
its cur~~nt U.E.G~ cOntract gtafited by Resoluti06 No~G~2666 fOi a 
period until a long-term cOntract is signed with the Los Angeles 
Department of Water and Povei or until a Declsi6fi is renderd on 
SoCal Gas· Application No. 86-03-058. 

2. Southern Caiitotnia Gas Compa6y shall take whatever .~tio~s 
~ete*~arJ to ~nsut~ th*t th~ ~aSt b6th spOt .*rid jystem suppJies. 
which it purchases through the El PasO and Transwestero"systellis 
is, On the average, marketable to the Los Angeles Department of 
Water and Power for Utility Electric Generaiion. " 

~. S6utherntalifotnia Cas tompi6y shall secure a ~atgi~' 
iontribtuion to their system of at least $0.4$ pet HHBt~~ftom -
U.E.C. sales to the Los Angelea Department of Water arid P6~et. 

4. Consiatent with existing tariff Schedules GN.;.5andGN':'SA the~e" 
contract rates shall ~ apply on EpisOde Days and existing tariff 
rates will apply. 

5. The above Advice Letter shall be marked to show that they were 
authorized for filing by Commission Resolution G-2619 • 
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6. The L~$ Angeles Depar~.ent of Water and Powet upon entering 
into 8 c~ntract with the ~outhetn Calif~rnia Gas CompanJ vill be 
required to furnish an affidavit attesting to the torec$sted 
putchas~rrlce of oil tor utility el~etTle generation and SoCal 
Gas viii provide copies of the affidavits to the Com.ission. 

7. Southern California Gas Company is required to furnish a copy 
of the contract vith DWP to the Commission • 

. 8. This Resolution shall be served on all parties to the 
C6mmis~i6n's ongoiog Gas Long Tera Rate Design proceeding in OIl 
84-04-079. -

9. This Resolution is eff~ctive toder. 

I certii, that this R~soluti~n vas adopted by the Public Utilities 
Commission at its regularl, scheduled meeting on May 28. 1986. 
The (011oviog Commissioners approved it: 

DONALD VIAL 
President' 

VICTOR-CALVO 
PRISCILLA C. GREW 
FREDERICK R. DUDA 
STANLEY W. HULETT 

CommiSSioners 


