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Resolution G-3329.  Adopts gas public purpose program surcharge rates as directed by Assembly Bill (AB) 1002 for the service territories of Pacific Gas and Electric (PG&E), Southern California Gas Company (SoCalGas), San Diego Gas & Electric Company (SDG&E), as well as for other gas public utilities under our  jurisdiction for year 2002.  Implements other aspects of AB 1002 concerning the assessment and collection of the surcharge. 

__________________________________________________________

Summary


Assembly Bill (AB) 1002 (Stats. 2000, Ch. 932) directs the Commission to establish a gas surcharge annually to fund certain natural gas related public purpose programs such as low-income customer assistance, energy efficiency, and research and development. With some exceptions, the surcharge is to be applied on all consumers of natural gas in the state, including gas public utility
 customers and persons who use natural gas delivered by an interstate pipeline company. 
   


Consistent with the requirements of AB 1002, we establish surcharge rates for the three major gas public utilities in the state, PG&E, SDG&E and SoCalGas, as well as the remaining utilities
 under our jurisdiction with smaller service territories and fewer customers.  For the purpose of collecting the surcharge from interstate pipeline customers, we will provide the State Board of Equalization (Board) the surcharge rates adopted herein.

The surcharge rates we approve in this resolution shall be implemented beginning January 1, 2002.  Collections resulting from the assessment of these surcharge rates shall be remitted by gas public utilities and customers of interstate pipeline companies to the Board for deposit in the Gas Consumption Surcharge Fund (Fund).  Monies in the Fund are to be continuously appropriated to the Commission or any other entity that we designate. 

Background

AB 1002 was signed by the Governor on September 29, 2000 and added  Article 10 (Sections 890-900) in Chapter 4 of Division 1, Part 1 of the Public Utilities (PU) Code.   The provisions of this statute are briefly summarized below.


AB 1002 created a new method of funding various public purpose programs.
  Prior to the enactment of the statute, funds for the public purpose programs were embedded in gas public utility rates and, therefore, only recoverable from gas public utility customers. To expand the number of entities contributing toward the cost of the programs, the statute required the Commission to establish a surcharge to be imposed on most of the consumption of natural gas in the state.  As such, funding for the programs would come not only from gas public utility customers but also from customers of interstate pipelines.

Under the legislation, the Commission must annually determine the amount of funding for the specified public purpose programs and set a surcharge rate applicable for each customer class of every gas public utility to recover program costs.  The surcharge rate is developed according to the volume of retail natural gas transported by the state’s gas public utilities. Upon approval, the Commission is to provide the Board with the authorized surcharge rates so that agency can inform customers of interstate pipeline companies of the amount they should pay. 

Beginning January 1, 2001, consumers of natural gas located in the state are required to pay the surcharge except under certain circumstances.
  As of 

July 1, 2001, gas public utilities were to identify the surcharge on their customer’s bills as a separate line item.  Persons consuming gas delivered directly by an interstate pipeline must pay the surcharge that would apply if they were served by the gas public utility in whose service territory they reside. Municipalities, districts or public agencies are required to collect the surcharge according to whether or not they offer their customers public purpose programs.
  

Gas public utilities and interstate pipeline customers must remit surcharge revenues to the Board quarterly.  In turn, the Board submits the remittances to the State Treasurer for deposit in the Fund.  Monies in the Fund are continuously appropriated to the Commission or an entity designated by the Commission to fund the specified public purpose programs.   

Among other things, provisions in the statute require that gas public utilities and interstate pipeline companies notify the Board of their status under PU Code section 891 and that consumers of natural gas delivered directly by interstate pipeline companies register with the Board.   

The Commission adopted initial gas surcharge rates pursuant to 

AB 1002 in Resolution G-3303 on December 21, 2000. The surcharge rates went into effect  January 1, 2001 for application during year 2001.  

The approved surcharge rates were based on the authorized costs of certain public purpose programs embedded in the rates of the three major gas utilities, PG&E, SDG&E and SoCalGas.  As the resolution explained, these costs also served as the basis for the surcharge rates the remaining gas public utilities were required to assess. The gas public utilities were ordered to collect the applicable surcharge through a separate line item shown on their customers’ bills beginning on July 1, 2001.  The surcharge rates were to be furnished to the Board.

With the imposition of the surcharge, gas public utilities were prohibited from including program funding in their rates except to recover any previously outstanding costs, as provided for in PU Code section 890(j).  

Since passage of AB 1002 resulted in a significant change in the way funds are raised for the specified public purpose programs, a rulemaking proceeding was proposed in Resolution G-3303 to address such aspects as the reconciliation of surcharge revenues and program costs as well as other long-term implementation issues.  During this interim period, the resolution allowed the gas public utilities to establish new memorandum accounts to track payments made to the Board as well as appropriations from the Fund.  

Discussion

This resolution fulfils our obligation to establish a gas surcharge for year 2002 to fund certain natural gas related public purpose programs as specified in PU Code section 890 (a). The surcharge rates adopted in this resolution supersede those adopted in Resolution G-3303.  

We advise the gas public utilities under our jurisdiction to observe all applicable PU Code sections concerning the gas surcharge. We identify and discuss some of the statutory requirements in this resolution.  Our discussion is not intended to be inclusive, but to emphasize some of the more prominent legal aspects of the gas surcharge.  For more definitive information concerning legal mandates, refer to Article 10 in Chapter 4 of Division 1, Part 1 of the PU Code. 

Beginning on January 1, 2002, gas public utilities under our jurisdiction are required to assess the surcharge rates published in Appendix 1. The surcharge is expressed on a cents per therm basis (c/th) and is to be applied according to the following instructions:

(1) Except in cases where the surcharge does not apply, gas public utilities shall derive total surcharge revenues by multiplying the appropriate surcharge rate by the number of gas therms consumed by customers located in their service territories.

(2) The surcharge shall be identified on the gas public utilities’ customer bills as a separate line item. 

(3) For the customers of PG&E, SDG&E and SoCalGas, the utility shall apply the surcharge rate indicated for each utility by customer class and according to customer participation in the CARE
 program, where applicable.   

(4) For the customers of the remaining gas public utilities, the utility shall apply the default rate based upon customer participation in the CARE program.

The “system-wide” rates appearing in Appendix 1 are illustrative only and are only shown because they are used in the calculation of the default rate. 

We will provide the surcharge rates in Appendix 1 to the Board to enable that agency to meet its responsibilities under the statute.  As specified in PU Code section 890(h), the Board shall notify the customers directly receiving gas from interstate pipeline companies of the surcharge rates currently in effect for each customer class within the gas public utility service territories. These customers are required to pay the surcharge rate which corresponds to their customer class and the gas public utility service territory in which they are located.   

We note that some parties may be excused from paying the surcharge. In particular, PU Code section 896, excludes the following activities from the definition of natural gas consumption: 

“Consumption” does not include the use or employment of natural gas to generate power for sale, the sale or purchase of natural gas for resale to end users, the sale or use of gas for enhanced oil recovery, natural gas utilized in cogeneration technology projects to produce electricity, or natural gas that is produced in California and transported on a proprietary pipeline. Consumption does not include the consumption of natural gas which this state is prohibited from taxing under the United States Constitution or the California Constitution.”     

Additionally, PU Code section 890(b)(2) specifies that gas public utilities are not required to collect the surcharge in certain situations where an account has been found to be worthless and charged off in accordance with generally accepted accounting principles. Furthermore,  PU Code section 897 provides that the rights and obligations of parties to contracts approved by the Commission will remain unimpaired, as the rights and obligations were interpreted as of January 1, 1998. 

Municipalities, districts, or public agencies that offer public purpose programs as described in PU Code section 898 are not required to collect the surcharge from customers located in their service territories.  Otherwise, as stated in the statute, “A municipality, district, or public agency shall be required to collect a surcharge pursuant to this article from customers served by the municipality, district, or public agency outside its service territory unless the commission determines that the entity offers those customers services similar to those offered by gas utilities as described in subdivision (a) of Section 890.” 


We direct the gas public utilities to remit to the Board surcharge revenues on a quarterly basis in accordance with PU Code sections 892, 892.1 and 892.2. Consumers of natural gas delivered by interstate pipeline companies that meet the applicable criteria are required to remit the surcharge amounts to the Board as well. These payments will be transmitted to the State Treasurer by the Board for deposit in the Fund. Monies in the Fund will be appropriated to the Commission or an entity designated by the Commission on a continual basis.  

With the adoption of the surcharge rates in this resolution, gas public utilities are prohibited from collecting the specified public purpose programs in their rates except to the extent provided for in PU Code section 890(j).  The surcharge is also in addition to any other charges for gas sold or transported for consumption in the state. 


The surcharge rates we adopt differ with those in effect during 2001 primarily because they account for midyear changes in the CARE program.  In Decision 01-06-010, CARE eligibility requirements were adjusted to allow for greater participation and the subsidy increased. The approved rates reflect the impact of these changes as represented by the parties in their comments.  To address any variability in funding over the year, we will allow the gas public utilities to continue to track their expenses and surcharge revenues in memorandum accounts authorized by Resolution G-3303. 


We note that our proposed rulemaking proceeding will examine a variety of long-term implementation issues.  As we discussed in Resolution G-3303, issues such as the disposition of account balances and the true-up of expenses and appropriations from the Fund will be addressed in the rulemaking.  It is our expectation that at the conclusion of this proceeding, procedures will be in place leading to a more orderly process for setting the gas surcharge and obtaining reimbursements from the Fund.

Comments

Public necessity requires that the 30-day comment period of Public Utilities Code section 311(g) be reduced so that the gas surcharge contained in this resolution may go into effect as required. We have balanced the public interest in avoiding the possible harm to public welfare flowing from delay in considering this resolution against the public interest in having the full 30-day period for review and comment as required by Rule 77.7(f)(9). We conclude that the former outweighs the latter. We conclude that failure to adopt a decision before the expiration of the 30-day review and comment period would cause significant harm to the public welfare. Accordingly, we reduce the comment period for this Resolution.

Comments were filed by PG&E and jointly by SoCalGas and SDG&E on December 5, 2001.

In general, the parties contend that the surcharge rates contained in the draft resolution should be modified to more accurately reflect public purpose program costs for 2002.  Each party provided suggested surcharge rates for their service territories.

PG&E asserts that the surcharge rates should reflect the energy efficiency, low-income and CARE components recently adopted for the utility in 

D. 01-11-001.  Additionally, PG&E argues that the Commission lacked sufficient cause to reduce the 30 day notice period for the draft resolution.

SoCalGas estimates that leaving the existing surcharge rates in place could result in a significant undercollection by the end of 2002.  This estimated shortfall is based primarily upon changes the Commission made in the CARE program midyear 2001.  The utility speculates that not amending the surcharge now may subject customers to “rate shock” when increasingly growing shortfalls are eventually collected.

Similarly, SDG&E estimates it would experience a CARE related shortfall through the end of 2002 if the rates remain unchanged. 

We provide the following response to the issues raised by the parties in their comments.  First, concerns over deficiencies in the proposed draft resolution surcharge rates have been addressed in the resolution. Second, the 

30-day notice period was reduced so that the gas surcharge will go into effect as required.
  Clearly, the public interest would not be served if the surcharge rates were not implemented in a timely manner.  Although the notice period was reduced, parties were provided an opportunity to comment and did so. 

Findings

1. Assembly Bill (AB) 1002 (Stats. 2000, Ch. 932) directs the Commission to establish a gas surcharge to fund public purpose programs effective January 1, 2001.

2. AB 1002 added Article 10 (Sections 890-900) in Chapter 4 of Division 1, Part 1 of the Public Utilities (PU) Code, entitled “ Natural Gas Surcharge.”

3. PU Code section 890(e), requires that the Commission shall annually establish a surcharge rate for each class of customer for the service territory of each public utility gas company.    

4. The public purpose programs covered by the natural gas surcharge are specified in PU Code section 890(a), which states, “On and after January 1, 2001, there shall be imposed a surcharge on all natural gas consumed in this state. The Commission shall establish a surcharge to fund low-income assistance programs required by Sections 739.1, 739.2, and 2790 and cost-effective energy efficiency and conservation activities and public interest research and development authorized by Section 740 and not adequately provided by the competitive and regulated markets.” 

5. With some exceptions, the surcharge is to be assessed to all consumers of natural gas in the state, including public utility customers and consumers of natural gas who are customers of interstate pipelines. 

6. As provided for in PU Code section 890(g), the Commission will inform the State Board of Equalization of the surcharge rate for each customer class within the service territory of each natural gas public utility company. 

7.  PU Code section 890(i) provides that the surcharge shall be in addition to any charges for natural gas sold or transported for consumption in the state and that, effective July 1, 2001, the surcharge imposed by the gas public utility shall be identified as a separate line item on customer bills. 

8. PU Code section 892 provides that surcharge revenue collected by gas public utilities shall be paid to the State Board of Equalization.

9. PU Code section 892.1 provides that surcharges collected by gas public utilities are due quarterly on or before the last day of the month next succeeding each calendar quarter. 

10. PU Code section provides that on or before the last day of the month following each calendar quarter, a return shall be filed by gas public utilities with the State Board of Equalization. 

11. PU Code section 890(e) provides that the customer of an interstate pipeline shall pay the same surcharge as the customer would pay if the customer received service from the public utility gas corporation in whose service territory the customer is located.  

12. PU Code 891(d) provides that each gas utility as defined in PU Code section 891 shall notify the State Board of Equalization of its status and that each person who consumes natural gas delivered from an interstate pipeline shall annually register with the State Board of Equalization. 

13. Consumers of natural gas exempt from the surcharge are described in PU Code sections 896, 897, and 898. 

14. The State Board of Equalization will inform each person who consumes natural gas delivered directly by an interstate pipeline of the surcharge rate for each customer class within each utility’s service territory. 

15. For those consumers of natural gas who are located in the service territory of one of the state’s three major gas public utilities; PG&E, SDG&E and SoCalGas, we establish public purpose program surcharge rates by major customer classes as shown in Appendix 1.

16. For the non-major gas public utilities, we establish a statewide public purpose program surcharge rate based on a weighted average of the three major utilities’ public purpose program surcharges, as shown in Appendix 1. 

17. The default rate will be used by the smaller utilities for making payments to the State Board of Equalization on a quarterly basis, in lieu of public purpose program costs currently embedded in their rates.  

18. The surcharge rates adopted in Resolution G-3303 were based on the costs of public purpose programs embedded in the rates of PG&E, SDG&E and SoCalGas.  

19. The surcharge payment will be calculated by each utility as the sum of the product of each customer class rate in Appendix 1 by the customer class throughput.

20. Each of the gas public utilities under our jurisdiction may continue to maintain balancing/tracking accounts approved in advice letters submitted in Ordering Paragraph 2 of Resolution G-3303. 

21. A failure to adopt a decision before the expiration day of the 30-day review and comment period may cause significant harm to the public welfare and therefore the comment period is reduced. 

Therefore it is ordered that:

1. A certified copy of this resolution will be mailed to the Executive Director of the State Board of Equalization.

2. PG&E, SDG&E, SoCalGas, Avista Utilities, Alpine Natural Gas Operating Company, Southern California Edison Company, Southwest Gas Corporation, West Coast Gas Company, and Mountain Utilities are ordered to assess the surcharge rates contained in Appendix 1 in accordance with all applicable provisions of Article 10 in Chapter 4 of Division 1, Part 1 of the PU Code beginning on January 1, 2002 and until further order of the Commission. 

3. PG&E, SDG&E, SoCalGas, Avista Utilities, Alpine Natural Gas Operating Company, Southern California Edison Company, Southwest Gas Corporation, West Coast Gas Company, and Mountain Utilities are authorized to continue the memorandum accounts submitted by advice letter under Resolution 

G-3303 and as approved by the Commission.  

4. PG&E, SDG&E, SoCalGas, Avista Utilities, Alpine Natural Gas Operating Company, Southern California Edison Company, Southwest Gas Corporation, West Coast Gas Company, and Mountain Utilities are authorized to file advice letters to revise tariff provisions necessary to implement the surcharge rates adopted herein within 10 days of the effective date of this resolution. The advice letters will be effective January 1, 2002, contingent upon review by the Energy Division.  

This Resolution is effective today.

I certify that the foregoing resolution was duly introduced, passed and adopted at a conference of the Public Utilities Commission of the State of California held on December 11, 2001;  the following Commissioners voting favorably thereon:
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APPENDIX 1

PUBLIC PURPOSE SURCHARGE RATES AS SPECIFIED IN PUBLIC UTILITIES CODE SECTIONS 890 THROUGH 900

Effective beginning January 1, 2002.  

	
	
	c/th
	c/th

	
	
	CARE (see Note 1)
	Non-CARE

	CUSTOMER 

CLASS 
	
	PG&E
	PG&E

	Core
	Residential
	1.05
	1.74

	
	Small Commercial/Industrial
	N/A
	1.56

	
	Large Commercial/Industrial
	N/A
	4.42

	Noncore
	Industrial Distribution
	N/A
	0.94

	
	Industrial Transmission
	N/A
	0.85

	System-wide
	
	
	1.36

	
	
	SDG&E
	SDG&E

	Core
	Residential
	3.03
	5.41

	
	Commercial/Industrial
	1.08
	3.46

	
	Natural Gas Vehicle
	1.05
	3.43

	Noncore
	Commercial/Industrial
	0.40
	2.78

	System-wide
	
	0.89
	1.72

	
	
	SoCalGas
	SoCalGas

	Core
	Residential
	1.22
	2.93

	
	Commercial/Industrial
	1.81
	3.52

	
	Gas Air-conditioning
	0.07
	1.79

	
	Gas Engine
	N/A
	2.14

	
	Natural Gas Vehicle
	N/A
	1.71

	Noncore
	Commercial/Industrial
	N/A
	1.72

	System-wide
	
	0.49
	2.20

	
	
	California
	California

	Default Rate (see Note 2)
	
	0.69
	1.76


Note 1: Low-income customers who qualify for California Alternate Rate for Energy (CARE) currently receive a 20% discount on certain gas rates and pay all of the public purpose program costs except CARE.

Note 2: This rate applies to Avista Utilities Alpine Natural Gas Operating Company, Southern California Edison Company, Southwest Gas Corporation, West Coast Gas Company, and Mountain Utilities.
� “Gas public utility” refers to the entities specified in Public Utilities Code section 891 (b).  


�PU Code section 891(c ) specifies that “interstate pipeline” means any entity that owns or operates a natural gas pipeline delivering gas to consumers in the state and is subject to rate regulation by the Federal Energy Regulatory Commission.  


� These utilities are Avista Utilities, Alpine Natural Gas Operating Company, Southern California Edison, Southwest Gas Corporation, West Coast Gas Company and Mountain Utilities. 


� PU Code section 890(a) specifies that, “On and after January 1, 2001, there shall be imposed a surcharge on all natural gas consumed in the state. The commission shall establish a surcharge to fund low-income assistance programs required by Sections 739.1, 739.2, and 2790 and cost-effective energy efficiency and public interest research and development authorized by Section 740 and not adequately provided by the competitive and regulated markets. Upon implementation of this article, funding for those programs shall be removed from the rates of gas utilities.”


PU Code section 890(d) further defines the applicable public purpose programs by specifying, in part, that “The Commission shall annually determine …and fund the natural gas related programs described in subdivision (a)…”





� Some consumers of natural gas are exempt from paying the surcharge. See PU Code sections 896, 897, and 898.


� See PU Code section 898.


�“CARE” refers to the California Alternate Rate for Energy program. CARE provides financial assistance to low-income gas consumers by reducing their gas rates by 20 percent currently. CARE participants are responsible to contribute toward the cost of other public purpose programs, except for the CARE program. As such, gas surcharge rates have been set in Appendix 1 applicable for CARE and non-CARE utility customers.  


� Refer to Rules 77(f)(9) and 81(g) in the Commission’s Rules of Practice and Procedure. 
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