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PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA  y.1*

Copy fors 'RESOLUTION ¥0  g-2334 R
Orig. ard Copy .

to IExecutive Director UrILITIES DIVISION

RES.OLUTION  RRANCH/SECTION: Gas
———Director DATE: November 30, 1S
—Hierical File ) and
Alphadetical Fils
———hctounting Officar Mey 20, 1980

SUBJECT: Pacific Gas & Electric Company, Soutkerm Califormia Gas
Cewmpany, San Diego Gas & Eleciric Company, Southwes: Gas
Corporation, and C.P. National. Order Authorizirg Accep-
tance of Tariff Schedules and Procedures Relating to In-
cremental Pricing to Non-Exempt Customers. '

WEEREAS: PACIFIC GAS & ELECTRIC COMPANY (PGRE), by Advice Letier
No. 1059-G, SOUTEERN CALIFORNIA GAS COMPANY (SoCal), by Advies Letter No. 115k,
SAN DIEGO GAS & ELECTRIC COMPANY (SDG&EZ), by Advice Letter Fo. L39-G, SQUTSWEST
GAS CORPORATION (SoWest), by Advice Letter No. 221, and C.P. NATIONAL (CPN), by
Advice Letter No. 139-G, all filed November 16, 1979 bave requested authoritv
to implement a procedure and to file revised tariff sheets relating to irncremez=a
pricing pursuant to Title II of the Natural Gas Policy Act of 1578 (NGPA) as set
forth on Cal. P.U.C. Sheets Nos. 10490-G to. 104G8-G, inclusive (PGEE), Skeets
Nos. 153523-G to 15535-G, inclusive (SoCal), Sheets Nos. 2817-G to 2836-G,
inciusive (SDGXZ), Sheets Nos. 1820-G to 1826-G, inclusive (ScWest), ecd Sheets
Nos. 697-G o T03%G, inclusive (CFN) resulting in the following:

1. The applicable rates for all ncn-exempt industrial boiler custcrers
will be either the Federal altarnmative fuel price ceiling established by the
Energy Infcrmation Admin{straticn (EIA) plus applicable taxes, or the existirg
regular tariff rate, whichever produces the higher bill.

2. Each applicsble Commercial and Industrisl Naturzl Ges Service Sched.
ule will show the appropriate slternmative fuel price ceiling as well as the cusre:
regalar tariff rate, the higher of which will beccme the effective race,

3. The pet increszsed revenue to the utility, if any, will be credited
to the Purchased Gas Adjustmeznt Account of the respective utilities and will be
identi?ied separately for rate determinatien purposes,

4, Amy increased revemue collected because of this procedure vill be
subject to refund to the applicable gas pipeline suppliersz in the evemt that this
procedure is later rejected by this Commission, &s provided by NGPA,

5, These filings will mot raise lny rates, other than a3 herein
stated, and the rates will be consistent with those provided by the NGPA, will
not cause the withdrawal of service, por conflict with other schedules or rules, and
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WHEREAS: Even though this procedure may increase g rate to a certain
class of customers, such increase will not be higher than whet the customer
othervise would have to pey in accordance with Title II of the Natural Gas
Policy Act of 1978; therefore, good cause appearing,

-

IT IS ORDERED that:

1. Authority be granted under Sections 454, 489, 490, L9l, 532 and
701 of the Public Utilities Code for Pacific Gas & Electric Company, Southern
California Gas Company, San Diego Gas & Electric Company, Southwest Ges Cor-
poration and C.P. National to place their above respective tariff sheets
into effect as of January 1, 1980, )

2. The above tariff sheets sball all be marked to show that they
were approved for filing by Resolution ‘No.G-2334R of the Public Utilities
Commission of the State of California. The effective date of this resolu-
tion i8 20 dmys after the date passed and adopted. .

3. Attached and made a part hereof is Attachment A, an Opinion, with
Findings of Fact, Conclusions of Law and ordering paragraphs, concerning
the comments by various parties to the advice letters referred to sbove.
Attachment B sets forth the Rulemaking Procedure on this matter.

e et <

I hersby certify that the foregoing Resolution was duly introduced, passed and
adopted at a regular conference of the Public Utilities Comissiom of the State of
California, held on May 20, 1980 » the following
Comeissionera voting favorably thereon:

Executive Dirsctor
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1. PACIfIC GAS & FLECTRIC COMPANY (PG&E), by Advice Letter No. 1059-G,

SOUTHERN CALIFORNIA GAS COMPANY (SoCal), by Advice Letter No, 1164, SAN DIEGO

GAS & ELECTRIC COMPANY (SDG&E), by Advice Letter No., 439-G, SOUTHWEST GAS CORPORA-

TION (SoWest), by Advice Letter No. 221, end C.P. NATIONAL (CPN), by Advice Letter

No. 139-G, all filed November 16, 1979, have requested authority to implement a
procedure and file revised tariff sheets relating to incremental pricing for

gas used by non-exempt facilities pursuant to Title II of the Natural Gas Policy

Act of 1978 (NGPA). The California Public Utilities Commission, by Resolution

No. G-2334, dated November 30, 1979, approved placing the respective tariff sheets

into effect on January 1, 1980, on an interim basis pending further action of the
Commission, These tariffs are to remain in effect for the durstion of Federal Energy
Regulatory Gommission (FERC) "Phase I" regulations,

2. Following this action a letter was sent to all persons known to be

affected by the incrementél pricing tariffs or thought to have an interest in the
matter explaining the impéct of Resolution No, G-2334 (Attachment B). Some 263

copies were mailed, The ietter requested that comments be submitted by December 21,
1979.

3. Pursuant to the NGPA, regulstions for Phase I of incremental pricing

were issued by the FERC., These regulations tie the rates for certain retail customers
which are not exempt from incrementel pricing to the rate establiehed by the federal
Epnergy Information Administration for No. € high sulfur fuel oil, This rate is czlled
the alternate fuel price and is set on the basis of dollars per million Btu's.
Under the FERC regulastions, those non-exempt custoners who are using naturel gas for
boller fuel must pasy their locel utilities a rate at least as high as the &lternste
fuel price in the appliceble region. If the tariff rate of the local utility for
service to the non-exempt user does not equal or exceed the alternaée fuel price, the
difference between the two must be collected by the local gas utility and passed on by
that gas utility to its interstete gas pipeline supplier, The net effect of this
federal program is to make the minimum cost for boiler fuel gas to non-exempt industries
at least equal to the federal alternate fuel price.
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L, The NGPA clearly permits each state to increase gas rates of non-exempt
customers to a level higher than those provided by Title II of the NGPA Alternate
Fuel Price., The language from the NGPA Conference Report (pages 100-101)
indicates that Congress intended to allow state regulatory agencies to continue

to regulate rates of local distribution companies, The conferees stated:

“A state regulatory agency could, for example,
raise prices tc be paid by incrementally priced
industrial facilities to levels higher than the
levels required by this Title. The conferees
have not mandated such s practice; nor hss it
been precluded., State law is not preempted in
this case and

of the cost of service on to a particular

£ T A M

States may wish to place more

class of industrial users, . ,"

Thus, Congress anticipated that some states might wish to raise rates to non-exempt
)~

fuel charges by a method different than thet method chosen by the FERC.,

5. . As permitted by federal regulations California has exercised its option
to assess rates for industrial boiler fuel customers at levels that are higher than
the Alternative Fuel Price. The Alternative Fuel Price for March 1980 has varied
in California between 27.929 and 29.50 cents per therm, besed on location. A
comparison of Commission approved rates to industrial customers for the five
natural gas utility companlea i fornia with the Federal Energy Information

n Cal n
Administration (EIA) rstes for March 1980 are as follows:

As of March 15, 1980 Federal Determination
Utility Industrial Rate (¢/th) Alternative Fuel Price (¢/th)
P-1 & P-2 P-3 & P-k .

PG&E 38,649 43,87 29,60

SoCal 30.14 38,176 29.50

SDG&E 30.51 40,00 | 29.18

SoWest 46,1k 60.07 28.13

CPN 46.773 62,112 27.929
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The California policy of alternate fuel cost pricing for large industrial and

commercial customers ha® been a festure of California's rateﬁaking since before enact-~

ment of NGPA in 1978.

6. The ccmparison shown above demonstrates that the federal incremental
pricing program, as implemented by our interim Resolution No. G-2334 and the
utility gas tariffs filed on November 16, 1979,.has had no present impact on
non-~exempt industrial customer % The rates of the Califarnia gas utilities found
reasonable by this Commission are in excess of the Federal Alternetive Price.
The incremental pricing tariffs mentioned in Resolution No. G-233L4 only
eral.Alternative Price exceed the rate found to be reasonable
by this Commissior. Should that occur, the surcharge in those tariffs would
apply. This surcharge would be the result of federal action, not that of this

Commission, since the surcharge is attributable to the NGPA and FERC regulations

f‘?m.nmr from it.

Ta @he Ccmmissionfreceived only aine responses to its letter inviting
comments.éy Only that of U, Cal requested & hearing. U, Cal also protested its'
iack of notice. The 1etéer explaining the Commission's contemplated incremental
pricing program was not sent to U, Cal since U, Cal is an exe mpt boiler fuel

gas customer under Section 206 of the NGPA, Our primary purpose in disseminating the

letter and accompanying infsrmation was to reach those ges customers who would

Imaw dlec o e s d 2 as  ew

ed by the proposed tariff., Upon recezpt of U, Cal's protest
the materizsl was dispatched to them.

8. Owens, U.S. Plpe, Perro, Hollytex, Glass P.I., GM, and U, Cal objected
to the fact thet ges rates as set by this Commission were higher than the EI2
Alternate Fuel Price. Resolution No. G-233L is applicable only for incremental

pricing to non-exemp custiomers, and staetes in Paragraph 2 thet "Each
applicable Commercial and Industrial Natural Gas Service Schedule will show the

appropriate alternative fuel price ceiling 2s well as the current regular tariff
rate, the higher of which will become the effective rate.”" We call attention of

£ - e

these parties to Paragraph b of this Opinion, That paragraph cites the intent

1/ Ex
Al

c ar to Southern Californis Gas Company Tariff Schedule No. GN-2
\lternative

Fuel Cost Ceiling.

g/ Owens-Corning Fiberglas Corporation (Owens), United Stetes Pipe and Foundry
Company - Concrete Pipe Division (U S. Pipe), Ferro Corporation Products
Chemical Divisions (Ferro), California Manufacturer Assoc. (CMA), Hollytex

vr_ v

Carpet Mills (Hollytex), Glass Packaging Institute {(Glass P.I.), Genersl

Motors Corporation (GM), The Regents of the University of Californis (U. Cal,)
LY

Sanse Mo .1." PEN I T ol - o P Py |
and Duuuucxu LaLliiornia uas \.um_pauy \ [+ ¥ a Je
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of Congress to allow states to exercise independent judgment on rate design.
Thus, the federal incremental pricing program with which we are complying does
not interfere with stete ratemeking so long as the state rates equal or exceed
the &#lternate fuel price.
9. Owens and GM question whether rate changes as proposed in Resolutim
No. G-2334 comply with Public Utilities Code Sections 451, 453 and 454, which
require that rates be just, reasonable and nondiscriminatory. Under the Commission’
proposal the revenue requirement of the gas utility will be established in a
general rate proceeding. The rate levels for all customers, including non-exempt
customers, will also be set.in such s proceeding. This is our traditionsl method
of establishing rates, and no objection cen be sustained to this procedure. Next,
the utilities would file tariffs monthly showing their rates to non-exempt customers
and the Alternstive Energy Price esteblished by EIA., So long ss the non-exempt
rate found to be just and reasonable in the general rate case exceeds the alternate
fuel price established by EIA, there can be no cause for complaint., It is only
when the monthly filing indicates the alternate " fuel price exceeds the just
and reasonable rate, and the altermate fuel price is charged by the utility,
that there is any concern with the Public Utilities Code sections,

If this occurs under Resolution No, G-2334 the alternate fuel price
would be charged, and the excess over the just and reasonable rate set by this
Commission would be returned to ratepeyers by crediting the Purchased Gas Adjust-
ment Clause, Thus, the utility would be no better off than before. The non-exempt
customer is not prejudiced by this procedure, since it would be forced to pay the
charge under federal law if the Californis rule were not as described., The only
real question 1is whether the surcharge revenue goes to the out-of-state pipeline
or to the California customers. The effect on the utility and the non-exempt
customer does not change. Therefore, the rate is just, reasonable and nondis-
eriminatory in that it complies with Californis law or is mandated by federsl law.
10, The main area of concern expressed by those responding to the Commission's
letter was rate design., Rate design is an issue to be considered in & rate
proceeding, and the parties should raise any objection to rate levels therein,
The rates under these advice letters would apply only st such time as the alternate
fuel price were higher than the rates gythorized by this Commission.

T T
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1l. Owens questions the uncertainty of subjecting the industrial natursl ges

rates to the possibility of monthly adjustments under this resolution, The monthly

potential price adjustment is part of Title II of the NGPA, We are merely

matching that requirement. These rates would be imposed by the natural gas pipeline

suppliers and by local distribution utilities monthly., We believe that it is

preferable for the rate in California to be imposed by the California distribution

utility and that our action is not in conflict with the federally imposed sur-

charge on non-exempt customers, It should also be pointed out that by the mechanisn

any revenues collected from California incremental pricing will go to the benefit

of California gas customers,

12, Owens, U, S. Pipe and GM raised the question of the potential switch of

ges customers to fuel ©il, or other energy such as electricity. The Commission is

aware of this danger, FERC, in Order No. S5O (Docket No. RM79-21), discussed this

Problem at length and has adopted an alternate fuel price on the low side of #6

high sulfur fuel oil. This Commission, in GCAC and general rate proceedings,

takes testimony on this subject and is concerned with the losc of gas customers

to oil, Tt is & matter on which the parties may present evidence in those proceedin
With respect to electricity, there are & number of energy uses for which

electricity is not a substitute. Except for the consideration of cogeneration,

it is believed that the cost of electricity is higher than the cost of gas for

meny services. The conversion from #2 fuel oil usage to #6 fuel oil to obtain

a lower gas price is an option for the customer to consider, but one which this

Commission has sought to discourage by conservative estimation of the price of

#2 fuel oil, Another consideration as to the need for elternate fuel capability

is the potential lact of the availaebility of natural gas from year to year, or

during peak requirement periods.

13. Owens points out that there are legsl challenges to NGPA control of

natural gas prices at the burner tip., The Commission is aware of this and would

make appropriste adjustment to this resolution depending on the outcome of that

Jitigation. Another point Owens raises is with respect to PG&E Advice Letter

No. 1059-G as it would apply to priority classifications P2A & P2B, which are for
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usage other than boiler fuel. The Advice Letter states that it applies only to
alternate fuel costs published by the EIA for non-exempt customers. The first

page of the Advice Letter, Preliminary Statement Part C Condition No. 9 Incremental
Gas Pricing, and Schedule Nos. G-2, G-50 and G-52 so indicate. The rates apply

to general service and alternate fuel costs for non-exempt boiler fuel customers.
Generally, industrial customers use gas for & number of purposes and they are
classified in the rate schedules according to the predominate usage.

14, Owens questions that the resolution does not state the amount of gas

to which alternate fuel pricing is applicable. It has been assumed that it would
be the volume determined according to the estimation methodology approved by rule
adopted in FERC Docket No. RMBO-16. It is true that the tariff made no reference
to this fact or to the method of measurement. ‘The utilities should modify their
tariffs in this regard. The utilities should also serve copies of such tariff
revisions upon their non-ekempt customers and others who request a copy of the
Adfice letter. San Diego Gas and Electric tariff schedules fail to define a
non-exempt customer; this should be done also.

15. Glass P.I. urges an exemption from incremental pricing under Resolution

No. G-2334. Certain gas customers, including Glass P.I. are classified as
agricultural users, qualify for an exemption from incremental pricing under Section
206 of NGPA, Under these conditions such users are exempt from the regulations of
Resolution No. G-2334 as well,

16. Another item which Glass P.I1. objected to was that rates were not cost
based. The purpose of Resolution No. G-2334 is to conform to the rate requirements
of Title I1 of the NGPA, so as to eliminate surcharge absorption capability and so
retain revenues in California. We recognize that rates related to alternate fuel
price are not necessarily cost based in the trade mark sense of cost accounting.

This is a function of the method by which EIA establishes the alternate fuel price.
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17. SoCal raises two questions. One is that Paragraph' 3 of Resolution No.
G-2%34 would require that the increased revenues associated with incremental
pricing be credited to the Purchased Gas Adjustment (PGA) balancing account as

a separate entry with distribution to all classes except non-exempt customers
during the offset period. SoCal points out that the "Reduced PGA' rate treatment
provided for by FERC Order No. 49 (mimeo 11) provided that all customers should
benefit by such adjustments. In addition, the present language would make the
customers rates cumbersome, complicated and difficult to administer.

18. The "Reduced PGA" comes about by crediting the increased revenues
associated with the incremental pricing or surcharge from the federal alternate
fuel price to the PGA. Thereby, the PGA is reduced as referred to in Order No. 49.
Subsequently issued Order No. 49A, Section E, contains & discussion of the "Reduced
PGA'" gpproach and makes clear that this method applies only to sales made by
interstate pipelines for resale.

19, This Commissioﬁ has used its determination of alternate fuel prices in

setting rates for sales in industrial customers. This approach renders moot

the concern as to whether or not any portion of the “Reduced PGA' is allocated to
non-exempt boiler fuel usage.

20. SoCal also criticizes Paragraph 4 of the resolution, which provides that

any increased revenues collected under the interim procedure will be subject to
refund to those customers paying the charges in the event that the procedure is

later rejected by this Commission. SoCal points out that any attempt to order
refunds under this paragraph would conflict with the incremental pricing regulations
promolgated by the FERC. The FERC regulations require flow-through of surcharge
revenues from the distribution company to its pipeline supplier. The Commission

has corrected the provision, so that any money refunded would ultimately go to the
pipeline suppliers.

21. Certainly, if this Commission rejected at any time the methodology provided
in thése advice letters the distribution utilities and the non-exempt industrial
boiler fuel users, the FERC regulations set forth in Orders Nos. 49 and 50 would
require that the incrementally priced gas be billed by the interstate pipeline
supplier. Therefore, they would receive the money collected under the advice letter
tariffs, if this Commission were at some time, to reject these advice letter filings.
22. Resolution No. G-2334 will be adopted in final form as Resolution No. G-233LR,

N e A AP s T atams b0t e A a4 L e MR  an rh 2 niura i v
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FINDINGS OF FACT

1.

2.

3.

10,

Title II of the Natural Gas Policy Act of 1978 and regulations adopted by
the FERC pursuant thereto provide for incremental pricing of natural gas
to non-exempt users.

Comments were requested of parties as to the sdoption of Resolution No.
G-233k,

Most of the comments by parties relate to gas rate design in general and
are not germane to Resolution No, G-233k,

Resolution No., G-2334 eliminstes surcherge absorption. capability in

Cel ifornia,

Resolution No. G-2334 will be effectiv> so long as the FERC Phase I
regulations are effective,

The applicable tériff sheets of SDG&E do not define non-exempt user,

The applicable tariff sheets do not indicate the method to be utilized
+o determine non-'exempt gas usage,

The third paragraph in Resolution No, G-2334 should be corrected to
delete "except non-exempt customers" end provide for the accounting only.
The fourth paragraph in Resolution No. G-2334 should be corrected to
provide thaet increased revenues collected as & result of the instant
tariffs will be subject to refund to the epplicable pipeline supplier
should such charges be rejected by the Commission,

Under this resolution and appliceble tariffs relsted to the federsl

incremental pricing, gas rates do not néed to be cost based.

CONCLUSIONS OF LAW

1.

2.

3.

Incremental Pricing is mendated by Title II of the Natural Gas Policy Act
of 1978,

Resolution No. G-233L4R is consistent with Title II of the Natural Gas
Policy Act of 1978,

Resolution No, G-2334R is consistent with Public Utilities Code,
Sections 451, 453 and 454,

The Commission cnncludes that Resolution No. G-233LR and applicable tariffs

should be approved to the extent set forth in the Order which follows.
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IT IS ORDERED that:

.

1. Resolution No. G-2334 is approved and will be numbered Resolution No. G-2334R.
2. Pacific Gas & Electric Company Tariff Sheets filed by Advice Letter No.

1059-G, Southern California Gas Company Tariff Sheets filed by Advice
Letter No, 1195, San Diego Gas & Electric Company Tariff Sheets filed
by Advice Letter No, 439G, Southwest Gas Corporation Tariff Sheets filed
by Advice Letter No., 221 and CP National Tariff Sheets filed by Advice
Letter No. 139G shall be modified to indicate the method to be utilized
to determine the therms of gas used for non-exempt purposes by such

customers,
3. San Diego Gas & Electric Company shall include in its tariff sheets a
definition of non-exempt customer consistent with the FERC Phase I rules,
L, The filings to be made by Paragraphs 2 and 3 shall comply with General

Order No. 96A and may be made in not less than five (5) days after the
date of certification of this resolution.

RS it A on i e e Bk i o et et
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Rulemaking Procedure for Compliance with (Cont. of 5/20/80)
Incrementel Pricing of Natural Gas Under

The Natural Gas Policy Act of 1978 (NGPA)

The incremental pricing provisions of the Natural Gas Policy Act of 1978
(NGPA) require interstate gas pipelines and distribution companies served by
interstate pipelines to pass through certain higher gas acquisition costs to
their large industrial boiler fuel custamers beginning in January, 1980. Be-
ginning in Mazy, 1980, other types of industrial cumsicmers also may be covered
The large industrial boiler fuel customers (referred to as "non-exempt" or
“i{ncrementally priced” custcomers) must bear these higher acquisition costs
until the gas price to these customers reaches the level of the cost of alter-
pate fuel oil in the region. Only wkhen the gas rates of all non-exempt cus-
tomers on an interstate pipelire system .reach the alternate fuel cost ceiling
(determined by the Federal Department of Energy) will other customers, in-
cluding residential and small cammercial users, as well as the exempt industrial
custcmers, have to bear a portion of the increased acquisition costs.

Exemption affidavits were majiled by natural gas suppliers to Califernia
industrial boiler fuel customers on October 15, 1979 with a return date of
Novexber 1, 1979,

Until Rovember 1, 1980, the federal alternmate fuel cost ceiling will be
set at the level of high sulfur No.6 cil. Begirning on November 1, 1680, the
alternate fuel cost ceiling will consist of three tiers of prices in each
region--a high sulfur No. 6 oil price, a low sulfur No. 6 price (zore expensive)
a2nd a No. 2 oil price (most expensive). The ceiling applicable to & partic-
ular pon-exempt customer will depend on his physical and legal canabil.ty to
burn one of the three types of oill as an alternative to natural gas.

Interstate pipeline must segregate incremental gas costs and recover these
costs through surcharges to be billed monthly to distribution companies, who
in turn must bill thelr non-exempt industrial customers on a monthly basis. The
ancunt of the sucharges wvill depend on the 'then-existing gas rates to the non-
exenpt customers served directly or indirectly by the pipeline; if those rates
are equal to or higher than the alternate fuel cost ceiling each month, there
will be no "surcharge absorption capability" and hencs no surcharges to those
customers. The balance of incremental gas costs which remasins after the pipe-
line has billed 2ll of the surcharges it 13 entitled to colliect systexwide is
added to the regular PGA account of the interstate pipe.ine coampany to te re-
covered through rates to all of tkhe pipeline carpany's customers in the normal
manner, !

Prior to the passage of the NGPA this Coomission adopted a policy of
Pricing gas to indusirial customers at or nesar alternative frel »rice lavels.
These rates are adjusted at six months intervals in each gas utility's offset
case, based on evidence of the alternate fuel costs (No. 2 and/or No. & fuel
0il) for the industrial customers. :
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, In order to implement the federsl rules, the Commission proposes to

" adopt a policy to ensure that California not be assessed any surcharges at

< least until November 1, 1980, the period during which only the high sulfur
No. 6 ceiling applies. The means for accamplishing this cbjective i3 to
maintain gas rates to non-exempt industrial custcmers within California at
or above the federal alternate fuel cost ceiling, which will be changing
monthly. A tariff that automatically would charge the higher of: 1) the
distribution company rate, or 2) the federal ceiling, consistently will
result in & "maximum surcharge absorption capability (MSAC)" of zero in
California and hence no surcharge.

As previously indicated, the NGPA requirements mandate surcharges to
npatural gas prices for non-exempt customers. These surcharges will occur
either by order of the regulatory authority, such as this Commissicn, or by
direct application of the RGPA. If this Commission adopts the above pro-
posed policy, ro surcharges will be assessed against California industrial
customers. Additional revenues realized by California utilities from Cal-
ifornia industrial customers will be credited to the utility’s PGA account.

If this policy is not adopted, the NGPA requires that the resulting
surcharge (which would be an amount identical to the additicnal revemue
realized by California utilities) be directly credited to the interstate
pipeline. Out-of-state customers of the pipeline would be the prime bene-
ficiaries. .

This policy would achieve the following goals:

1. It would further Caifornia’s policy of pricing
gas to industrial customers at the cost of
alternative fuels, determined as accurately and
timely as feasible; _

2. Since rates would be at least equsl to the federal
ceiling, no surcharges would be allocated to the
State's non-exempt customers;

3. Revenues collected from the non-exempt customers
would be credited to the utility's PGA account
rather than the interstate pipeline's account.

The increased revenues would remain in California,
rather than being exported out-of-state.

. k. The procedure camplies with the mandates of the
NGPA and might be used as the basis for a state-
wide exemption from the federal incremental pricing
regulations, which would relieve the substantial
administrative burden on the Califoraia gas utilities,
their non-exempt industrial customers, and the inter-
state pipeline supplying California.




. <1 %
‘ pttachment B Page 3 of 3 U1
' Continued Res, G-2334
. . i (Cont. of 5/20/80)

The California gas utilities filed advice letters amending their re-
spective tariffs in accordance with the above stated policies. These advice
letters will amend tariffs as indicated by Attachments B and C, herein, and
will be submiftted to the Commission for disposition by resclution (Attachment
B) at its conference of November 30, 1979. Any rate changes occuring uander
the proposed tariff will be collected subject to return to the customer
billed, pending final determinaticn by the Commission of the above policies,
after review of comments submitted by affected custcmers and other interested
persons. Rate changes, if required in subsequent months due to changes in
the federal alternative fuel cost ceiling, would be automatic under the pro-
posed tariff provisions unless rejected or suspended by the Ccumission.
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PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

Copy fors RESOLUTION NO, G-2334
Orig. and Copy :
e b0 Executive Director UTILITIES DIVISION
: ' RESQLUTION  BRANCH/SECTION: Gas.
——eeDirector DATE: November 30, 197%

: Numerical File
— Al phabetical File
Accounting Officsr

SUBJECT: Pacific Gas & Electric Company, Southern California Gas
Company, San Diego Gas & Electric Company, Southwest Gas
Corporaticn, and C.P. National. Order Authorizing Accep-
tance of Tariff Schedules and Procedures Relating to In-
cremental Pricing to Non-Exempt Customers.

WHEREAS: PACIFIC GAS & ELECTRIC COMPANY (PG&E), by Advice Letter
No. 1059-G, SOUTHERN CALIFORNIA GAS COMPANY (SoCal), by Advice Letter No. 1194,
SAN DIEGO GAS & ELECTRIC COMPANY (SDG&E), by Advice Letter No, 439-G, SOUTHWEST
GAS CORPORATION (SoWest), by Advice Letter No. 221, and C.P, NATIONAL (CEN), by
Advice Letter No. 139-G, all filed November 16, 1979 have requested authoritv
to implement a procedure and to file revised tariff sheets relating to incremental
pricing pursuant to Title II of the Natural Gas Policy Act of 1978 (NGPA) as set
forth on Cal. P.U.C. Sheets Nos. 10490-G to 10498-G, inclusive (PGXE), Sheets
Nos. 15523-G to 15535-G, inclusive (SoCal), Sheets Nos. 2817-G to 2836-G, -
inclusive (SDG&E), Sheets Nos. 1820-G to 1826-G, inclusive (SoWest), and Sheets
Nos. 697-G to T03-G, inclusive (CPN) resulting in the following:

l. The applicable rates for all non-exempt industrial boiler customers
will be either the Federal alternative fuel price ceiling established by the
Energy Information Administration (EIA) plus epplicable taxes, or the existing
regular tariff rate, whichever produces the higher bill. '

2. Each applicable Commercial and Industriel Natural Gas Service Sched-
ule will shov the appropriate alternative fuel price ceiling as well as the current
regular tariff rate, the higher of which will become the effective rate.

3. The net increased revenue to the utility, if any, will be credited
to the Purchased Gas Adjustment Account of the respective utilities and will be
identified separately for distribution to sll classes of customers except non-
exempt customers during gas offset proceedings.

b, The Commission, through a rulemeking procedure, will seek comments oﬁ
a rulemaking procedure from interested parties on the proposed tariffs to implement

. incremental pricing before issuing a final order.

5« Any increased revenue collected because of this procedure will be
subject to refund to thosecustomers paying such charges in the event that this pro-
cedure is later rejected by the Commission

6. These filings will not railse any rates, other thanacs herewlth stabed
which will be consistent with those provided by the NGPA, will not cause the with-
drawal of service, nor conflict with other schedules or rules, and
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WHEREAS: Even though this procedure may increase a rate to a certain
class of customers, such increase will not be higher than what the customer
otherwise would have to pay in accordance with Title II of the Natural Gas
Policy Act of 1978; therefore, good cause appearing,

IT IS ORDERED that:

1. Authority be granted under Sections 454, 489, 490, 491, 532 and
701 of the Public Utilities Code for Pacific Gas & Electric Company, Southern
California Gas Company, San Diego Gas & Electric Company, Southwest Gas Cor-
poration and C.P. National to place their above respective tariff sheets
into effect on January 1, 1980 on an interim basis pending further action of
this Commission,

2. The above tariff sheets shall all be marked to show that they
were approved for filing by Resolution No. G-2334 of the Public Utilities
Commission of the State of California. The effective date of this resolu-

Vo tion is the date hereof.

I hereby certify that the foregoing Resolution was duly introduced,
passed and adopted at a regular conference of the Public Utilities Commission

of the State of California, held on the 79
the following Commissioners voting favorab/
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