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'UILIO UTILITIES COMMISSION OF THE STATE OF OALIFORNIA 

EVALUATION & COMPLIANCE DIVISION 
Energy Braneh 

RESOLUTION 

RESOLUTION 0-2690 
August 20, 1986 

PACIFIC GAS AND ELECTRICCOHPANY (PG&E), REQUEST FOR 
AUTHOR1TY TO IMPLEMENT TWO NEW GAS TARIFF SCHEDULES I G-87 
AND G-8$. EXPERIMENTAL CONTRACT SERVICE, FOR LARGE 
INDUSTRIAL CUSTOMERS, 

BACKGROU~D , 

By Advlte Letter 1367':'0,. flied July 10, 1986, PG&E has submitted ' 
. for filing tvo nev gas. tariffs, Schedule G-87 -- Experim~nt'~l 
Contract Service, and Schedule G-88 -- Experimental C6ntiact 
Service for Coai and Crude Oil Customers. 

POSITION OF PG&E 

PG&E state~ that .the*e ne~ ~~periment~l 1ch~dules ~iil provide 
pG&E with the toOls to captute natural.*as sales l~st or about to 
be lOst to 6ther fuel~ in a m~nfier conSistent viththe unbundled 
~ate de~igri prop6~ed in Deci~ion~N~. 86-03-057. Several 
custOmers cutrentlyusing otherfuels;h.~e expte~.ed ari i~terest 
in the type of service desciibed irt these schedules. Am66* . 
PG&E1s larg~st cust6mers thet. exist~ a ~OtentiAl f6t additton~l 
gas sale~ of up to 2$ miltton theimd per month. 

T~e specific tompO~~nts 01 th~ p~oposed 'schedules ate as 
follovs: 

o Sch~dul~s G-87 and G-8S vill b6 available Only· to eudtomets 
vh6 are u~i6g o~ vho h~v6 acc~ss t6 Afi Alter6at{.~ t~~l'~t 
equivalent cost less than PG&E's Otherwise-applicable tate 
schedule, a~d~hO tan co~t~act for at least 1,000,000 therms 
per Bonth. 

o Th~ cujiomer viiI pay a ti~6d monthl, cu~tOmet/demand ~h~r*e 
reflecting the tustOmer'S tontrtbutiofi [owards PG&E's fixed 
costs of ptoviding sales and/or transportation service •. 

o By payment of t.he demand chatge, the customer has the' _ 
ability to purcha~e gas fiom PG&E at a coat 66 gieatef.tha6 
the current month's average cost per thetm of short-term 
puichases at the Calitornia bOrder, plus tip to $.01 per. 
th~rlB for administra-tive costs. Gas viiI be transported tot 
the customer at no additional charge. 
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o Under Schedule G-87 the demand charge will equal $.06 per 
thera times the cOntract quantity. 

In order to compete wi~h crude Oil ~nd ~oal (tvo of the lea.t 
expensive alternative energy sOurces available), PC&E prOpOses to 
provide Sche~ule G-88 tOT.CustOmers capable of using either of. 
those tvO fuels. The demand charge under Schedule 0-88 vill be 
$.04 per thermo 

'PG&K proposes that the term of an agreement undet Schedules G-87 I 
or G-88 vill not extend beyond December 31, 1986. 

DISCUSSION 

Under these tariffs, the customer m~y but.gas from pG&E or ftOm 
others for t TanspOT t on PG&E· s system. I f the custOme,T buys' from 
PG&K, then PG&K intends to purchAse &a. lo( thesecusto~Ar~ 
p~rsuatit to' parAgia~h 4 of Schedule B'of the April 1. 1986 
Amending Agreement to the G~s S~les COntrAct hetvee~ Alberta ~nd' 
Southern Gas Co. Ltd. And Pacific Gas Tr.n~misslon Comp~ny. 

PG&K states that in order to compete with altArnative energy 
sOurce8~ it Bay be neceSSAry for purchases under that a.teement to 
be at a costles. than PG&E's avetag~ cost at the California 
border of all spot and Canadian discOunt gas' purchases. 

PG&E contends that by adopting these tariffs the COmmission Staff 
can evaluate mAny of the rate design concepts nOv under 
consideratiOn in the current rate-design pr~cee4ings. In 
addition, PG&E's Other ratepayers viii benefit from the 
substantial contributions to margin that cAn be earned. 

PROTEST 

A timely protest to PG&E's proposal va. submitted byEl ~.~o 
Natural Gas Company (El Paso), a pipeline supplier to PG&E and· 
other California Utilities. El Pa~6 states th~t in *edetalit" 
supports the concept of the tvo proposed rate schedules as nt60l~ 
to capture natural gas sales lost or about to be lost to 'other 
fuels in a m~nner consistent vith the unbu~dled rate design ~ 
proposed in DecfsiOl'l No,; 86-03-057." MOreover, El Paso. . 
appreciates the fact that in this Advice Letter filing, and 
consistent with the COmments vhich El Paso ~ubmitted concerning 
Advice Letter ~os. 1359-A and 1366-G. PG&E has clearly indicated 
that individual customers under either of the tvo proposed 
-schedules vill have the choice either to buy gas from PG&E Or from 
others for transport on PG&E's system • 
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In these circumstances, E1 Paso states that it aust oppose PG&E's 
request for approval unless suth approval is conditioned to 
require PG&E to make public the name~ and addresses of all 

. tustomers whO might be eligibl~ tot.th~.er~ites cOntemplated by 
the proposed schedules. and to do so preferably in advanc6 of any 
contact between those customers and PG&E's own qarketing 
representatives otother persons representing PG&E $ffiliate~ o~ 
unaffiliated Canadian suppliers to pG&E. but in all· eVents before 
any agreement for the sale of Canadian gas to the eustomet is 

.actually corisumated. Further, 81 Paso te~uests that ~G&E be 
required to repOrt monthly to the CommissiOn in writing. with 
copies t6 all persons requesting.s*me,th6 names.of the cU$tom~ts 
actually receiving service under Rate Schedules G-~7 and G-88. the 
nature of the service--whether sales by PG&E of Canadian gas or: 
transportatiOn--which each such cu~tomer is receiving. th~actual 
sales ~rice paid by the customer if PG&E is selling. and the . 
total Volumes delivered to the custbmet broken down betveen sales 
and transportation. 

El PasO further states that inclusion of these conditions is an 
abso~ute p~erequisite to the est'blish~ent Of a ~t6v~1 plA,in~ 
field"'for competitio~ imong potential g~s suppliers u~d~r tb~' 
two' proposed schedules, The potenti~l custOmers are located 
vithin PG&E's service t~tritoty= they are already known toPG&8;' 
and in all likelihoOd, their fiist contact concerning the 
possibility of receiving service under One or the other of the 
new schedules viII be with PG&E. El PasO b~lieves that.·· unless 
the proposed sthedule~ are conditiQned as suggested. th~se factorS 
viII giv6 PG&E and its Canadian affiliate a virtu~11y 
ins~rmountable advantage over other potential suppliers in 
competing to jell gas to such customers. 

El Paso continues to note PG&E'sbi~s in favor of selling 
Canadian gas under the proposed nev sch~dules in the Ad~ice' 
Letter, PG&E there make~ the claim that itS Canadian afli~iate is 
currently the only one of its f~rm supply SOurce. tooff't'th~" 
requisite market-respO~sive flexibilit, to peimit"pd&Eto' s6ii g~~ 
to potential customers u~der the proposed nev schedules. This . 
statementfatla to note the El PasoSp6t Release Progia~.tb~ough 
which market-responsive supplies currently totalli'ng as much as 
800 MMcf/d are being made available from El Paso's dedicated 
sources. 

E1 Paso also states that it should be ~ matter of indiffetence to 
this Commission and to PG&E's other ratepayers where the gas comeS 
from to serve potential customers under the proposed nev rate 
schedules., While PG&E itself wOuld clearly prefer to serve 
potential customeis with ga~ purchased from its CanAdian affiliate 
and delivered through the PGT pipeline, the margin c6ntrib'ution 
is precisely the same whether PG&E sellS Canadian gas Or 
tranSports domeStic gas delivered through the E1 PasO system. 
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In these circumstances, El Paso sees nO discernible reasOn vhy the 
Commission should not hesitate to adopt the conditiOns it 
proposed. 

On August 1. 1986. PG&E filed a supplement to 
to add language to the above agreements vhich 
release to interested third parties the names 
sign such agreements. 

this Advice Letter 
vill allow PG&E to 
of custOmers vho . 

The addition of this language to the two afreements'is beiog made 
in response to E1 PaSo Natural Gas Company s July 29. 1986 letter 
to the Commission regarding Advice Letter 1361-0. and El Paso's 

"concern that supplier~ 01 gas will not know which of PC&E's 
customers have conttacted fot service under these"schedules and 
hence, vill not be able to bid tor the customer's business. 

PG&E is villin8 t~ telease the names of C-81 and G-a~ tust6mers to 
gas suppliers given prior approval ftom the customers. B1 this 
filing, PG&Esubmits $"tev.s~d page 6 fot each otth~ two " 
agreements (F~rm N~s. ".19~121 and 19-722) to obtain such approval. f 
This tevised pa*e !ot eath.a8re~ment contai~s ane~ p~ragraph, " 
1.12, "whiCh vill allow G-87 and G-88 custo~ers to authorize PGSE 
to release their names to interested parties. 

Additionally. PG&E \iil"l" notify the Commission whenev-er a G~8"7 ot 
G-88 ContraCt is signed. Parties interested in receiving a copy 
of such notification shoul~ contact PG&E's rate depattment. PG&~ 
believes that implement ina these measures will establish a "level 
playin* fieid" which gives all gas suppliers a fair chance at this 
market. 

DIscussioN 
We will approve PG&E's AdVice Letter 1367-G on an interim basis so 
that it may better compete with etude otl and coal alternative 
energy sources. Howevet, we vill not allOw" PG&E to selectively' 
discount gas below the average spot price plus a teasonab~e 
margin. 

PG&E's propo$al fot suth select! ~-e" discOunting is inconsisten"t 
with the Com~issi~nls proposed rules in R.86-06-006 gover~in~ 8,j 
sales v~thin ~ utilities' service ~ettit()ry. In this Rulema~~ng 
ve"envisioned non~c6te commodity rates being ,based on.the average 
price of the utilities'"non~core suppl~ ~ortf~lio_(R.a6~06-006 at 
p. 22) i Fur thermote." due to out concern over utilities' current 
favorable market position within their ovn serviCe territ6rie~~ ~e 
proposed that they be required to file cost-b~sed tariffs torn()n~ 
core procurement and transmissiOn setvice tates and to apply them 
in a non-discriminatory mannet. We also proposed to speciti~ally 
prohibit utilities ftom forming matketing affiliates to procure 
gas fot non-core customers within theit existing setvice 
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territories (see R,S6-06~006 at p. 37-38). While this proposed 
rulemaking is not final, we have serious reservatiOns abOut 
prov~ding PG&E v~thflexibilitI ~o discount below average spot_ 
prices vithin its service tett tory. Such unletted marketing of 
Canadian gas vithinPG&E1s service tetritotyis not only conttaty 
to the intent of R.a6-06-006, but it is highly inappropriate in 
viev ot the affiiiate relationship that PG&E has vith Gas ' 
Transmission (PGT) and Alberta and Southern Gas Co~ (A&S). 

This Com~ission has had a po~icy of encouraging g8s-tO"g~s 
competit~On and it is, therefore. vith ~ome reluctance that ve 
reject PG&E1s proposal to discount belov average s~ot gas ptices. 
We are nonetheless concerned that such discounting vould ailov 
PG&E to unreasonably discriminate between non~e6re customers and 
it would have the undesirable effect of segmenting the spot gas 
market. Therefore, we will not-allov PG&E to discount as belov 
the monthiy 8verage-sp6t price plus the non-gas margin. _ '-, 

It is unf6rtunate that this decision ha~ ~he practical effe~t ot 
reduCing the ma~ket.bility otCanadian supplies,Oleaily. if-~GT 
had open access status under FERC Order N6. 436, C~n8diin' _ _ _ 
producers would have actess to the California mark~t-'ndv6uld -not 
have to rely on marketing by PG&E1s sales force_in order to 
compete vith unregulated gas brOkers §uch as El Paso karketing~ • 
Open access status on the PGT system vould,therefore, appear to 
resolve the problem being addressed in this ResOlutiOn. We remind 
PG&E that in D.86-03-012, we expressed our COnCern over t~e tack 
of n6~-di~trimin6toty atc.s~s toCa~adian ga~~up~lies, Should 
PGT alleViate these Concerns by fili~g an application at FERC fOr 
open access status under Order No. 436, we vould be willing to 
recon~ider our d~cision to ~r6hibit diSCOunting gas ~elow average 
spot pri~es plus the non-ga~ margin. 

FINDINds ' 

1. The ~tatt has review6d-the protejt a~d reply And find~ that 
this filing is C6~sistent with Commission Decision 86-03~057 which 
discusses ~Om~6tition trom alternative luels, the unbundling of 
gas rates in r~sponse to the increased options -available to gas 
users in todayl~- fuel markets, a~d the authOrization of ShOrt-Term 
Gas Transportation. 

2. Public ~otification of this filing has been made by supplying 
copies of the filing to other utilities, governmental agencies, 
and t~ all interested parties including Paities of Record in 011 
86-06-006 • 

3. This filing will not increase any rate Or charge, cause the 
withdrawal of 'servic6, nor conflict with other schedules or rules. 
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4. We find these new tate schedules to be just and reasonable 
for the contract period requested in t~is advice letter. The 
CommissiOn may te-e~amine the appropriateness of Schedules G-87 
and G-88 before becember 31. 1986. in ordet to determine th~ 
compatabillty of the tates with regard to the on-golns rate 
design proceedings, 

THEREFORE 

1. Pacific Gas and Electric Company is authOrized, under 
Sections 451 and 491 of the Public Utilities,Code, to 'pia~e *~te 
Schedules G-87 and C-88 into effect. On Or after Augtist 19. 1986. 

2. The COm~~ssion may re-examine the apptopriatefi~ss-of
Schedules G-87 and G-88 and reserves the right to cantel or 
modify ~hese jehedules if necessary. 

'. , 

3. The COmmission shail be kept inf~tm$d of all G-87:andG':S8 
contracts negotiated vith custOmets and notified of the margin. 
COntribution sec~red ftom each eontt.ct. This lnfor~Qti6nsbail 
be 'sent to the&xecutive fiitecto~ Y~th a cOpy to the Ener~y Br~nch 
of the Evaiuation & Compliance Division • 

4. This'advice letter and accompanying tatiff sheets'shall be 
matked to shOw that they were accepted fot filing by Commission 
Resolution G-2690. This Resolution is effecti~e today~ 

. I cettifythat this ResolutiOn YaS adopted by the Public 
Utilities Com~issiOn at its regular scheduled meeting On 
August ~O. 1986. The following t~m~issioners appto~editti' 

.. " '.... - ~ ~ 
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