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tvaLIC UTILITIES tOKMISSIOK OF THE STATE OF CALIlOR.I! 

EVALUATION & COMPLIANCE DIVISION 
Energy Branch 

RBSOl.uTION 

RESOLUTION G-2695 
August 20, 1986 

PAC~FIC GAS AND ELECTRIC CO~PANY ~fG&E) ~RDER, AUTHOkIZINd 
APPROVAL OF A CONTRACT BETWEEN PG&E AND SAN DIEGO GAS AND· 
ELECTRIC COHPiNY (SDd&E) FOR THE ~ALE OF NATURAL GAS TO 
SDG&E FJ)~ USE IN ELECTRIC GENERATION OR SALE to SDG&E IS 

OTHER CUSTOMERS, 

By Advice Letter 1372~G~ Filed Au~u~t ). 19B6, PG&E.t~qu~sts 
Commission approval of a contract betveen PG&E and SDG&E'alloving 
PG&E on a monthly ba~i$ to 8e1l nAtutal gaS t6 SDG&E for uS~ .in 
its electric generating plAnts or for sale to its Qther 
customers. 

BACKGROUND 

The rapid decline in oil prices available to SDC&E has made it 
economi~ to use some atternaiive fuel.. PG&E st~tes thAt it is in 
the best interest Of all ot p~&E1S ratepayers f~r PG&E to j~ll 
natutal gas to SDG&E at a rate th.t will provide a c6ntribution t6 
the fixed costs of PG&E's gas system. The propos~d contract is 
expected to accomplish this goal. 

POSITION OF PARTIES . 
PG&E ~ill be-selling gas made available to its ~ip61ine 
subsidi~rt Pacific G~. Tranjmis8ion C6mp~ny (PCT) under the' 
provisions of Paragraph 4 of Sc~edule B of the April 1. - 1986 
amending agreement to thega~ sales contract between the Alberta 
and Southern G~sCo. Ltd. (A&S) and PGT~ The gas ptiich~8ed bi ._ 
PG&E at its interconnection vith PGT will be delivered to Southern 
Calito~nia Gas tampanr (SoCal) lor_SDG&E's- ic¢ount~'ai~ddi~i~ri 
to the existing spot putchases under SDG&E'~-bidding proAt~m. An_ 
equivalent qtiantit1 of gas will in turn be deli~~red to SDG&E ~n 
an exchange basis ~ith either a $O.l~ per MHBTU contribution to 
SoCal's margin for electric gener~ting plants o~ t6e short-tetm 
transp~rtati~n rate for gas delivered-to SDG&E's other customers. 
PG&E will offer to sell such gas supplies to SDG&E during the 
contract period as long as PG&E is able to secure gas supplie8 ~ 
from-A&S on behalf of SDG&E • 
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rG&E vill be'earning a aatgin contribution identical to that which 
PG&E has proposed 1n the Inter-Utility Exchange AgfQel!lent, vhich 
is 24.28 cents per decatherm plus 4.4 percent for (u~l and line 
losses. This transaction is subject to interTruption if supply OT 
capacity requirements of PG&E's customers limit supply ot system 
availability to SDG&E. 

This ~ontract vill provide PG&E and SoCal vith a co~tribution ~o 
margin fot a gas sale that would othervise be lost to fuel oil 
currently being used inSDG&E's electric generating plants. 
'Ratepayers of both SoCal and PG&E will benefit from this 
contribution. 

SDG&E de$ires to take advantage ot the availability of lo~ c6.t 
gas su~plies available from PG&E. The price of gas d6liv~t~d t6 
SDG&E power plants. including the $0.15 per MKBTU contribution to 
SoCal's margin for service to SDG&E. is competitive vith the lov 
end of the natuial gas prices bid under the current bidding' 
program administered bySDG&E. Due to the decline of,alternative 
fuel oil prices, however. certa~n gas purchases have been 
curtailed in favor of fuel oil fOr economic teasOns. The gas , 
purchases ftom PG&E,wi11 80110:- for additi~nal gas to be;us~d in 
SDG&E's electric generation plants and would displace fuel oil 
currently being hurned • 

To the extent SDG&E purchases gas under the agreeme'ntfor tots 
other customers. it would transport such gas through th~ SoCal 
system under the shOrt-term transportation tariff. Currently. 
there are no signed transportatiOn agreements betveen SDG&E and 
SoCal to provide that service. 

PG&E prOpOses that this agreement shall continue in full force 
until January 1, 1987. and month to month ther.Aftet u~tess 
terminated by actiOn of the Commission 'or by either Party On 
fifteen days prior written notice. 

PG&E states thai u~leis thei~ is prompt actio~ 'on tht. advice 
filing. SDG&E may, foreg6 the opportunity to bur~ this addtti6nal 
gas in its e1ectri.c generating plants. The price of at'ternative 
fuel Oil available to SDG&E continues to shov evidence of 
softness. which vill cause SDG&E to consider further reduction' in 
gas takes from all its suppliers. ' 

Consequently. PG&E has requested under the provisions of S~~tion 
491 of the California Public Utilities COde. that this filing be 
approved on an emergency basis On less than statutory notice.'in 
order that PG&E and soea! may be able ~o begin earning a contribu
tion to margin from SDG&E for the benefit of all ratepayers • 
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PROTESTS AND COMMENTS 

The Commission has recei~ed protests and cOmqents in this matter. 
The Public St~ff Division (PSD) filed comm6nts to Advice Lettet 
NOi 1372-0. Jhe PSD is concerned that some very important 
elements of this froposal are incOnsistent ~ith the tostrictions 
On utility broker ng activities prOposed by the Commission in :
R.86-06-006. PSD, therefore. believes that the CQlriilission'should 
move cautiously in approving thi~ advice filing bJ plaein~~6me 
restrictionj on the approved A~tivitie~. To achieve ptoeed6tal 

'consistencybetveen this cOri~rAttand the implementation6£~th' . 
final CommissiOn rule in R.86-o6-o06, PSD recommends that the- " 
CommissiOn accept thiS co~tract on an interim basis only until t~e 
C6~mission cleariy" establishes its ~olicles in the- firial rule, it 
~hich time the n"e~ gas regulatory frame'ltork ~il1 supercede any or 
all terms and conditions of this contract. • . 

EL:Paso N~tuial Cas Company (El Paja) .states In its pr~ie$t th~t 
the gas that viii be used to serve SDG&& is El'Paso gas that is 
being ~i~erted ftom PG&E tlnd~r th~ Advice 1372~G8rtari~.~ehts. 
th~t·t~~ rG&E ~ill i~ciea~e its tak~ ot ~anadian 8a~s vill bAck 
off it~ El Pa~6 .takej. a~d ~116v.it. E1 PAso gas to be used by _ 
SDG&E. As El Paso stat~st ••• "PG&E actually move~ nO "addition"al • 
ga§ tht~u~b ita .yitem a~ its irtciea.~d take~ from PGT"ate .~~itlY 
otfset by reductiOris in takes trom E1 Paso. It is therefote riot 
Clear that P~&E aetually incurs any increne~tal costs in the kove
ment of the Canadian gas from th~ Oregon-California b6tdet to 
SoCsl Gas' facilities in this manner". 

At t~e sam~ tim~. E1 Paso contends that tbis diveisiO~ aiia~gem~nt· 
requires a ttansp6itatiOn agreement bet~~.n El Paso arid pG&E to 
allov fot us. Of the TOpock receipt point. "t1 Paso tequejt. t~at 
the Commission withhold it l s apptovAl of the PG&E-SDG&E contract 
ufitil" the Commmis.ion ii advi.ed that a ttanspott~tion ag~eemerit 
~ith E1. Paso has been execut.ed. Alt~rnativ~ly. the· Commis.to~ 
should conditiOn its approval ~f the PG&E-SDG&E contract tb 
requ~re that deliveries not be made theteunder at El Paso's 
interconnection witb Soeal Gas unless and until a tran~portatio~ 
agreement is exe~uted. -

PG&E responded to the protest of Ei Paso on Aug~st 19, 1986:88 
follOvst liThe contract states that deli~~ries vill be made into 
the Southetn California Gas C()mp~ny (SoCal) ~ysteei at" (1) the _ 
interconnection betveen El Paso Natural-Gas Company ••• aod SoCal 
Gas at.the Topock receipt point~ (ii) the interconnectiOn betveen 
SOCa! Gas and PG&E at valve 0.24 at PG&E's line 300B, and (iii) 
any other acceptable point of delivery ,into the SoC~l Cas System. 
El PasOls protest seems to imply that fOr PG&E t6 take ad~A~tAge 
of the first of these three altetnati~es (delivery at Topock) 
PG&E must execute a transportation agreement ~ith E1 Paso • 
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"In the past, gas h~s been moved between PG&E and Soeal by 
reducing t~kes from one utility at Top~ck and increasingt~kes ~n 
equivalent aqount to the other util~ty, This transfer of gas has 
been accomplished without the need for a transportation agreement. 

PG&E also ~rgued that: "E1 ~as6's protest i* even .Ore contusing 
in light of 81 Paso's July 29 letter to presidingALJ Patrick 
Pover in the interutility transportation proceeding (a COpy of 

.which is attached)~ As stated by E1 P8S01 

'Moreover, E1 PasO believes that *uch ~se ot i~. 
facilities can be effectuated vitho~t amending its 
existing service agreements vith SoCal Gas and with 
PG&E", and otherv!se vithout the nece.sity of securing' 
any prior afprovals from the Federal Energy Regulatory 
Commission. . 

"Thi.s statement s in conjuncd.o~ vith past pr~ctices ~n' the part 
of E1 Paso. had led PG&E to b.lieve El Paso vas willing to" 
cooperate with PG&E and 80Cal in this regard. It is difficult t6 
understand .hat circumstances have changed that nov requirePG&E 
to execute a transportation agreement with El Paso • 

"Approval of AdviCe No. 1~72-C vill ~rcivide PG&E and Soeal ~ith a 
contrib"ution to. margin that would otherwise be lost to fuel oil 
currently used in SDG&E's electric generating plants, in additiOn 
to providing SDG&R with a new low cost gas source. Ratepajers of 
all three utilities jtand to benefit tromthe appro~Al ofthij _ 
contract betwe~n PG&E artd·SDC&E. tn the interest of atl afteeted 
parties, PG&E agrees to exclude as a ~elivery point under this' 
c6ntract the interconnection between 81 Pai~and SoCal at the 
Topock receipt point until this newly raised issue can be exp16red 
further with El PasO." 

DISCUSSION 

We rec6gnize that PG&g's proposed ~xchAn&e rate is ju~t onebf 
several proposals in 1.86-05-008. By our approval of this 
r~solution we in nO ~ay ifiterid to prejudge the issue ot the 
ap~ropriate inter-utility ekchange rate cur~ent1y being~eatd i~ 
this investigation. We will approve th~ exchange-rAte proposed by 
PG&E in Advice Letter 1312-G only On An interim basis until the 
appropriate long-term rate is established in 1.86-05-008. 

By approving Advice Letter 1372-G s we are providing PG&E with the 
opportunity to market ~anadian gas outside its service t~rritory. 
Such brOkerage activities were contemplated in R,s6-o6-o06. In 
this Rulemaking we proposed that such gas brokering should be 
accounted for separately and belOW the line. 
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Until R.86-06-006 1s finalized and the rules regarding utility 
brokerage activities outside its service tetritory ate more 
cleatl, defined, ve vill only require PG&E to separately account 
for the sale of ~as to SDG&E in a membrandu~ acCount as 
recommended by PSD. We find that this interim artangeqent vill 
benefit all ratepayers, improve ~as to gascompetltlon. and 
potentially get SDG&E1s electric department on gas ~t a time when 
current domestic gas prices are not competitive vith fuel oil. 

"We ackfiovl~d8e PG&E's state~ent th.t the proposed dellve~t~$, to 
SDG&E lRay requite that~ fGSE negotiate appropriate arrangements 
with E1 Paso and SoCal Gas in oider to accomplish delivery at the 
Topock R~ceipt Foint. " 

·Fin~lly. we note that i~ the detisi~J"~eing.~.jued t6da~"ln~ 
Applications Nos. 86-0l-0sa. 86-03-030 and 86-0~~021 of SoC'l a~d 
SDG&E. we adopt a nev transpOrtatiOn rate fOr ~I?G&E'S UEG and Co:
generation loads *~ $.0985/MMBTU. ,Therefore, SDG&E shou~d pay a" 
rate equal to $.698S/HMBTU to SoCal rather than the$.15/MMBTU 
requested her~tofore. . 

PUBLIC NOTICE 

Public fiotilicatiOn ~t this tiling has'beenmad~ by-mallins" 
copies Of the advice lett~r t6 other utilities. governmental 
agenci~s. and to all interested parties ~ho r~quested them,
including the parties of Record in 1.86-06-005 and R.806-006. 

FINDINGS 

1. The tapid rete~t decline in voild oil ptites ahd ttude oii' 
pi ices h~ve m~de it ecOnOmic for SDd&E to switch trom g~s to ci~de 
OiL 

2-. It is reasonable lor PG&E to ptovid~ service to SDG&E under 
this Contract to maintain sales at competitive natural g~s 
prices. 

3. N6tic~ ot this ~attet ~id n~t appe~r o~ the C6mmissi~n'j:· 
public a8enda, hovevet.n emergenty exists in that the i6s~ 6t 
gas load ~~ith wou1d-otherwide bccui tould b~ ve~ldetti~enta' to 
PG&E's ~the~-highet p~iOiity cu~tomersf which justitie~ Our acti6n 
today undet Public Utilities Code Section 306(b). 

4. The concerns expressed by El Paso Nattit~l Gas tompa~y should 
be- dealt with by the companies themselves and should not be an 
issue fOr this Commissio~ in approving this competitive 
arrangement. 
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THEREFOREz 

1. Under the provisions.of Public Utilities Code 454 and 491. 
Pacific Gas and Electric Companl is authorized to enter into a 
contract vith San Diego Gas & E ectric Company, for the sale Qr 
transport of natural gas subject to the terms set forth in this 
ftdvice letter and the contract submitted with the advice letter. 

2. Pacific Gas and Electric Company vilt be required to tutni~h 
data to establish the volumes and prices used fot ~hls contract. 

'PG&E .l·s hereby directed to furf\ish ~~e contribution to margin from 
this cOntractqu*tterly, begl~ni~g 30-d*y$ after the litjt three 
months ot opetation, to th~ Chief of th. Ener~y Btanch with a copy 
to the Executive Dit"ector of this' Com!lission. "," 

3. The authorizA~i6n gi~nted he~ein vill be subject'to ant· 
change or modification r&sulting ftom the Com~ission adopting itj~ 
Final Order in R.86-06-006. 

4. The above advice letter acid cOntract iotm shall be m~rkea t~ 
show that they vere authol'ized fot filing by Comua!ssion Res'olution 
G-2695, to be effectiveon"and after August 20, 1986. 

. '". -

5. This Resolution shall be served On all parties to the 
Commission's ongoing Gas Long-Term Rate Design proceeding in 
1.84-04-079. ~ 

6. This Resolution is effective today. 

I certify that this Resolution was adopted by the Public~. 
Utilities Commis~ion 6rtAu~u~t 20. 1996~ The-following 
Commissioners approved it t ,t.).' 

~$iJIf;"" 
DONALD VIAL 

Prestdent 
VICTOR CALVO . 
fREDERICK R. OUDA 
STANLEY W_ HULETT 

Commjss:oners . 

I abstain. 

__ f_~~~_SC~I_L_LA_._,_C_._G_REW~ __ ~~lCODruDts91oner 

•• .j. 


