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I. Summary

In this opinion, we consider an uncontested settlement proposal addressing all the promising options raised in Decision (D.) 99-07-015 as applied to the Pacific Gas and Electric Company (PG&E) natural gas system.  The Settlement Parties
 move for approval of the attached Comprehensive Gas OII Settlement Agreement (“Settlement Agreement”) (Attachment I) and request that the Commission makes certain findings.

In keeping with Rule 51 et seq. of the Commission’s Rules of Practice and Procedure, we approve the settlement as being reasonable in light of the whole record, consistent with the law, and in the public interest.  We also find that under Assembly Bill (AB) 1421 and other relevant law brought to our attention, nothing in this Settlement Agreement shall require PG&E to offer consolidated gas billing for Core Transport Agents (CTAs) prior to its Billing Availability date.

II. Background

On January 21, 1998, the Commission issued an Order Instituting Rulemaking opening Rulemaking (R.) 98‑01‑011 to assess the market and regulatory framework of California’s natural gas industry and to consider reforms that might foster competition and benefit all California natural gas consumers.  In D.99-07-015, on July 8, 1999, the Commission identified the most promising options for changes to the regulatory and market structure of the natural gas industry.  The Order Instituting Investigation herein issued the same day, designating this as a ratesetting case appropriate for hearing.  That order asked parties to prepare more detailed analyses of the costs and benefits of the promising options,
 but allowed a short hiatus for exploring the possibility of settlement before prepared testimony was due.  At the first prehearing conference in this case, on September 1, 1999, an extension of time was granted for the submission of testimony in order to facilitate settlement.

Meanwhile, the Legislature enacted AB 1421 in 1999, repealing the former Pub. Util. Code § 328,
 which had arrested the Commission in its restructuring program until January 1, 2000.  In its place the Legislature substituted statutes clarifying its intent that the utilities continue to serve the core with bundled services.

Ultimately, on January 28, 2000, the attached Settlement Agreement was filed, with declarations regarding the public interest supporting adoption of the Settlement Agreement. The Settlement Parties, in the Joint Motion for Approval of Comprehensive PG&E Settlement Agreement, stated that all parties to the cases underlying the Gas Accord Decision (D.97-08-055) had been served with a copy of the settlement proposal and that no party would object to the changes made in the procedures embodied in D.97-08-055 as a result of the tendered comprehensive settlement.

The time for comment on the Settlement Agreement was shortened in a ruling issued February 8, 2000.  In the same ruling, the time was shortened for any request for hearing based on the likelihood that the Settlement Agreement would alter D.97-08-055.  No comments were filed nor was any request for hearing received.  On February 24, 2000, an informal panel was convened to answer the questions of the Administrative Law Judge (ALJ) and Energy Division staff regarding the Settlement Agreement.  Subsequently, on March 15, 2000, PG&E filed a document entitled “Clarification of Responses by Pacific Gas and Electric Company to Questions Propounded at the February 24, 2000 Informational Hearing.”

III. Discussion

A. Context

In D.98-08-030, we first identified certain goals that we would pursue in assessing the existing natural gas market structures and considering a long-term strategy for regulating the industry.  We reiterated them in D.99-07-015 and repeat those goals here to provide a context for the discussion in the remainder of the decision.  Our goals are:

1. To complement and enhance the benefits of electric restructuring.

2. To eliminate inappropriate cross-subsidies.

3. To guard against unnecessary barriers to the entry of competitors into various aspects of the natural gas market.

4. To mitigate competitive abuses that may occur because one firm exerts inordinate control over the functioning of the marketplace.

5. To enhance competition by providing separate rates for each major component of utility service and allowing customers to choose to have other firms substitute their services and charges where appropriate.

6. To ensure that the rates customers pay for utility services reflect the cost of those services.

7. To preserve the low-costs currently enjoyed by California natural gas customers.

8. To provide adequate consumer protection.

9. To ensure that natural gas service is safe and reliable.

In D.99-07-015, slip op. at p. 9, we identified a number of “promising options” for further investigation in our continuing revision of the regulatory structure governing California’s natural gas industry, options we thought would meet the goals we set forth.   These options touched on intrastate transmission, storage, balancing, hub services, core procurement including interstate capacity unbundling, information sharing, revenue cycle services, and statewide consistency.  Some of these options pertained to Southern California Gas Company only, not to PG&E.

The settlement discussions undertaken within the context of the instant cost and benefit investigation resulted in D.00-02-050, in which we approved a partial settlement regarding the Operational Flow Order  (OFO) protocol on the PG&E system, a subject of much discussion in R.98-01-011.  The Settlement Agreement at issue here addresses all the other promising options discussed in D.99-07-015 that pertain to the PG&E system.

B. Summary of Comprehensive Settlement

This Settlement Agreement distinguishes between promising options being put in place, those already in place on the PG&E system, those being negotiated elsewhere, and those addressed in the OFO Settlement approved in D.00-02-050.
  The Gas Accord, as approved by the Commission in D.97-08-055, will continue through December 31, 2002, as modified here and subject to future decisions by the California Public Utilities Commission.  The summary below does not reflect all the details included in the Settlement Agreement.

Section 1, the Introduction to the Settlement Agreement, recites the purpose, parties, background for the agreement, and the parties’ reservation of rights in the event of modification by the Commission.  Additionally, this section allows PG&E to recover $700,000 in costs from customers/ratepayers to implement and maintain §§ 2.1, 2.2.2, 2.2.3, and 2.8 of the Settlement Agreement.  This recovery will be by way of a debit from the Balancing Charge Account (BCA).  The Settlement Parties expect that this recovery will be partially offset by the deposit in the BCA of a portion of certain transaction fees received from trading activities (See e.g., §§ 2.2 and 2.8, discussed below).  Implementation timetables are also set forth here, including a shortened timeframe for distributing draft tariffs.  Most of the Settlement Agreement is intended to run for the same term as the Gas Accord, through December 31, 2002, with some provisions on other schedules to coincide with PG&E’s “storage year.”

The Introduction also raises an issue resulting from AB 1421, which became effective on January 1, 2000, as §§ 328, 328.1 and 328.2.  Section 328.2 could be interpreted to require PG&E to offer consolidated gas billing for gas-only core aggregators immediately, at the option of the core aggregator.  PG&E’s billing system is unable to accommodate such a request at this time, and the parties agree that they will interpret § 328.2 and this agreement as not requiring such an offering for gas-only customers prior to the completion of PG&E’s billing system replacement project.

The Settlement Parties want the Commission to make a finding of fact that this Settlement Agreement will not substantially change the “existing core aggregation program” so that current core aggregators and those entering the market after this agreement will continue to be operating under the "existing core aggregation program" for the purposes of the statute.  Thus, this section states that the Settlement Agreement is contingent on an express finding by the Commission that under AB 1421 and any other relevant law, nothing in the Settlement Agreement requires PG&E to offer consolidated gas billing for gas-only customers prior to billing system readiness.  This issue is also discussed in more detail below regarding Section 2.11.

Section 2 of the Settlement Agreement addresses those promising options in D.99-07-015 that are made part of the PG&E system by this Settlement Agreement.  Section 2.1 establishes cost and rate separation for balancing services, or, as it is known the self-balancing option.
   Currently, customer accounts
 are limited to a monthly imbalance of ± 5% between usage (burn) and actual supply.  They pay for PG&E’s balancing services in the backbone transmission rate.  The self-balancing option will initiate the voluntary election of daily balancing for customers who would receive a credit for the portion of the 

balancing costs being unbundled from the backbone rate.
  This section provides detailed terms and conditions for those accounts choosing self-balancing, including the possibility of returning to monthly balancing after a year.  The term of this section of the Settlement Agreement extends to March 31, 2003, beyond the Gas Accord’s term.

PG&E would remain the default provider of bundled balancing service for those not electing self-balancing.  But up to 80% of storage assets now devoted to system balancing (2.2 Bcf) will be unbundled and marketed as part of PG&E’s at-risk storage capacity, in direct proportion to the number of customers choosing the self-balancing option.  Significantly, PG&E’s Core Procurement Department (CPD) agrees not to elect self-balancing for the term of the Settlement Agreement.
  Additionally, total elections will not be allowed to exceed 50% of total storage balancing assets; if that limit is approached, the OFO Forum will determine how to respond.  By February 1, 2001, the OFO Forum will determine whether and how the amount of storage capacity allocated to balancing service should be revised and make a recommendation to the Commission.

Under the self-balancing option, the noncompliance charge is $1 per decatherm(dth) per day for each day when the imbalance exceeds ± 10% of the daily metered burn or CPG forecasted usage,
 as well as for each day when the accumulated daily imbalance exceeds ± 1% of the preset monthly usage.  These deterrence fees are recorded in the BCA, as are previously instituted OFO and Emergency Flow Order (EFO) non-compliance charges.

Section 2.2 proposes to create a system for electronic trading of monthly gas commodity imbalances, and for  OFO-day imbalance rights.
  A third-party service provider (ALTRA)  will have a sole source contract until December 31, 2002, to create and maintain the trading platforms.  PG&E’s current method allowing customers to confirm monthly imbalance trades will remain in place.  The trading of OFO-day imbalance rights is a new service not now available on PG&E’s system; it creates value for those entities within the specified OFO day tolerance band but concomitantly reduces OFO noncompliance charges.

Part of the relinquished revenue from non-compliance charges will be regained through trading fees.  ALTRA & PG&E will share a capped transaction fee.  For OFO imbalance rights trading,  the entire one half of PG&E’s portion will be a credit to the BCA, to ensure that PG&E has no incentive to call OFOs.  For monthly imbalance trading, one quarter of the total fee will be credited to the BCA.

The limitations and cash-out provisions in PG&E’s Schedule G-BAL will apply to an entity’s final ending imbalance position as posted on PG&E’s existing platform.  Significantly, while PG&E will be a guarantor for its customers’ trades, if ALTRA allows market makers with no imbalances to participate, ALTRA must be responsible for credit approval and collection from these participants in the market.

Section 2.3 addresses the proposal that the Commission re-examine the utility role in core procurement once a 30% competitor market share has been achieved.
  The Settlement Agreement concludes that there is no need for the Commission to further examine this issue in this proceeding, in light of AB 1421.

Section 2.4, concerning whether the Commission should further reduce the thresholds for participation in the core aggregation program,
 concludes that there is no need for the Commission to change the thresholds currently applicable to PG&E customers during the term of this settlement.
  Indeed, the Settlement Parties affirmatively do not want to change the existing core aggregation program in any fundamental way, in light of the language in AB 1421.

Section 2.5 would partially unbundle core storage costs by allowing CTAs to reject increments of their storage capacity allocation voluntarily. 
  PG&E would still collect storage costs from CPD customers in bundled rates and from those CTAs choosing to accept an allocation of core storage on terms specified in tariffs to be filed and the Settlement Agreement. The unbundling of storage capacity is a phased-in program, with a cap on the total amount of storage that can be rejected by CTAs  each year, beginning from the effective date of the implementing tariffs to the April 2002-March 2003 storage season. Of the rejected CTA storage allocation, the CPD must accept up to l.64 Bcf, associated injection and withdrawal allocations and the gas in the accepted storage.  The maximum cost is currently estimated at a little under $2 million.  (Tr. p. 52.)  This will be added to the Core Procurement Incentive Mechanism (CPIM) benchmark and slightly change the withdrawal and injection amounts in the CPIM schedule.  If CTAs do reject storage, costs will shift between core customer groups.  Storage rejected in excess of 1.64 Bcf but only up to 4.92 Bcf (such rejection is only allowed in the later years of the term) will be allocated to PG&E’s California Gas Transmission department’s at-risk unbundled storage program.

Section 2.6 addresses separate costs and rates for core utility services.
  The Settlement Agreement concludes that the core brokerage fee, a proxy for the CPD’s overhead and costs, should not be changed for the term of the Settlement Agreement.  Other cost-based core cost allocation changes and rate design changes may be offered in future Biennial Cost Allocation Proceedings (BCAP) for distribution rates.

Section 2.7 notes the Commission’s direction to provide additional details of completed transactions,
 and concludes that the terms of this Settlement Agreement and the OFO Settlement in D.00-01-020 provide sufficient information to enhance market liquidity and efficiency.

Section 2.8 creates an electronic trading system for the secondary market in intrastate pipeline capacity.
  A voluntary and anonymous system for trading firm backbone transmission capacity will be facilitated by PG&E and run by ALTRA in the same manner as the other trading platforms.  One-half of PG&E’s half share of transaction fees will be recorded as a credit to the BCA.

Section 2.9 acknowledges the Commission’s desire to provide additional real-time customer specific usage data to customers or their agents.
  The Settlement Agreement proposes a survey of interest in dial-in access at customer expense and other meter access and automated meter reading data options.  No action beyond the survey is required.

Section 2.10 contains a proposal for a pilot program for non-core customer ownership of new meters and customer ownership of meter add-on devices that would allow customers to obtain their own meter data directly.
  Customers would be responsible for any incremental costs, while PG&E would do all installation and servicing.   This program will involve only 500 new meter installations per year and 1000 customer-owned add-on devices per year.  PG&E will report to the Commission six months prior to the end of the pilot, recommending program expansion or termination.  The pilot program will begin  when implementing tariffs are effective and continue through December 31, 2002.

Section 2.11 confronts the promising option of having gas companies bill for electric service providers as well as other competitive billing possibilities.
  Currently, PG&E offers consolidated billing (billing for the CTA’s gas commodity and PG&E’s transportation) for dual commodity customers who also participate in electric direct access.  This section provides that PG&E need not offer this consolidated service to gas service on customers until the installment of PG&E's billing system replacement project, several years away.  PG&E can bill separately for its transportation service, while the CTAs bill for their commodity gas costs.  The CTAs are also authorized to do consolidated billing.  Moreover, PG&E would no longer be required to do information only billing to a CTA’s consolidated billing customer,  upon the CTA’s agreement to provide PG&E’s billing and information. The agreement between PG&E and a CTA would lapse if gas consumer protection legislation passes authorizing the Commission to enforce consumer protection rules including a CTA certification program, and the Commission chooses to do so.  This section also contains provisions for PG&E to pay billing credits
 to CTAs that do consolidated gas billing for their customers.

Section 3 discusses the promising options identified by the Commission that are already in place on PG&E’s system for the term of the Gas Accord.  These include firm tradable intrastate transmission rights, the creation of a secondary market for intrastate transmission capacity, reassignment of risk to the utility for unused transmission resources, separation of the procurement and hub services functions, unbundling of interstate capacity costs for core customers, and phasing out core subscription service.

Section 4 sets forth a number of other promising options and other issues that are not to be litigated while further settlement discussions regarding the post-Gas Accord period are pending.
  These include potential reforms to the open season auction procedures,
 Gas Rule 27 issues regarding PG&E’s transmission interconnection policy, terms and conditions, and local transmission and direct backbone connect issues.

Section 5 notes the realization of other promising options  in D.00‑01‑020, such as the provision of PG&E’s study of balancing needs by March 7, 2000, the implementation of targeted OFOs, and the provision of customer class data with a three-day lag.

Finally, the Settlement Agreement concludes in Section 6 that for PG&E, no issues remain to be litigated in this Investigation.

There are a number of issues raised in the Settlement Agreement that are left for resolution to the revision of tariffs or a future BCAP.  We emphasize that approval of this Settlement Agreement does not indicate approval of tariffs not yet submitted for review or allocations not yet proposed.   The issues for further elaboration are:

a. The allocation among customer classes of BCA funds  - in  the next BCAP case (Tr. pp. 4 and. 32).

b. The details of the pilot meter program – within 60 days of settlement approval by Advice Letter (Tr. p. 9).
c. The method of dealing with  oversubscription of self-balancing – by compliance filing (Tr. pp. 16-17).
d. The methodology for determining monthly usage for CPGs (baseline for measuring accumulated daily imbalance), covering both time of determination and timeframe from which to forecast, – by Advice Letter (Tr. p. 24).
e. The reevaluation of core intrastate path capacities  (release of Silverado Path capacity) in relation to the acceptance of CTA storage – in the next BCAP case (Tr. pp. 56 and 58).
f. The revision of CPIM winter storage targets if CTAs release storage capacity – not clear where this would be addressed (Tr. pp. 62-63).
g. The application regarding real-time access methodology if there is sufficient customer interest (Tr. P. 47).

h. The compliance filing specifying compliance monitoring, cost responsibility, and enforcement measures.

We will order PG&E to address issues f. and g. in proceedings within the next six months so that these issues do not languish unresolved.

Thus, in sum, upon approval, this Settlement Agreement will result in the following changes:

i. The opportunity for customers other than the core served by the CPD to choose a self-balancing option in lieu of PG&E's bundled balancing.

j. The creation of a system for electronic trading of actual gas imbalances, and for the trading of imbalance rights.

k. The unbundling of core storage allocations and costs for core aggregators, allowing them to obtain different resources to ensure reliable service to their core customers.

l. The creation of  an electronic trading system for secondary market pipeline capacity.

m. A survey of interest in  new ways for customers or their agents to receive additional real-time usage information.

n. The creation of a pilot program for customer ownership of meters for new noncore installations, and customer ownership of meter add-on devices.

o. The delay of PG&E’s consolidated billing for gas service providers, but the provision of billing credits for CTAs that perform consolidated gas billing and thus enable PG&E to avoid costs associated with preparing and sending gas bills.

IV. The Legal Standard and the Parties’ Contentions

Rule 51.1(e) of the Commission’s Rules of Practice and Procedure provides that the Commission must find a settlement “reasonable in light of the whole record, consistent with the law, and in the public interest” before it may approve a settlement.  Because this is not an all-party settlement subject to the guidance in D.92-12-019, we follow the criteria set forth in Rule 51.1(e), as explained in D.96‑01‑011.

“[W]e consider whether the settlement taken as a whole is in the public interest.  In so doing, we consider individual elements of the settlement in order to determine whether the settlement generally balances the various interests at stake as well as to assure that each element is consistent with our policy objectives and the law.”  (Re Southern California Edison Company, 64 CPUC2d 241, 267, citing D.94‑04‑088.)

The Settlement Parties contend that the settlement is in the public interest and reaches a fair compromise at this juncture in the proceeding.  No party opposed the settlement.  But, other active parties in the proceeding neither joined the settlement nor commented.

A. Consistent With The Law

1. Section 1708

Section 1708 provides that the Commission may alter or amend any decision upon providing parties with an opportunity to be heard.  Here, the parties wish to alter the Gas Accord, which was approved in D.97-08-055.

The parties claim that the Settlement Agreement does not change the basic principles, structure or rates agreed to in the Gas Accord and we agree.  Many of the changes adopted in this Settlement Agreement are not addressed in the Gas Accord.  Specifically, nothing in the Gas Accord prohibits:

p. The opportunity to have a voluntary self-balancing option.

q. The creation of a system for electronic trading of imbalances, or for the trading of imbalance rights.

r. The creation of an electronic trading system for secondary market capacity.

s. The provision of additional usage information to customers or their agents.

t. The provision of consolidated billing for gas service providers.

u. Gas meter ownership or ownership of meter add-on devices.

However, two provisions of the Settlement Agreement depart from the Gas Accord.  First, the Gas Accord does not unbundle core storage costs for core aggregators.  It provided for a study of the issue due in 2001, but otherwise did not explicitly unbundle core storage costs from other gas services.
  Second, the Gas Accord does not provide billing credits for CTAs who provide consolidated gas billing to gas customers.  In this situation, PG&E avoids certain costs by not having to print and mail a gas bill.  The Gas Accord instead contains a provision that “billing and metering costs will remain bundled” for the term of the Gas Accord.

Nonetheless, the Settlement Parties support these changes to the Gas Accord.  After extensive negotiations, they believe that these narrow and specific changes are consistent with their interests.  Moreover, PG&E provided general notice to all Gas Accord parties and the service list in D.97-08-055 that the Settlement Agreement might affect certain limited terms of the Gas Accord, and gave them an opportunity to receive confidential settlement documents and to attend a settlement conference to raise any concerns before a settlement was filed with the Commission.  Furthermore, the ALJ’s Third Ruling Regarding Settlements, served on both the Gas Accord service list and this proceeding’s service list, provided another opportunity for a request for hearing.  No party to either proceeding raised any opposition to these changes to the Gas Accord.

Under these circumstances, § 1708 does not require that the Commission hold a hearing before approving the Settlement Agreement.

2. Section 328 et seq.

Section 328 is no impediment either.  On August 25, 1998, Senate Bill (SB) 1602, became effective, creating § 328 of the Pub. Util. Code .  That section expressly allowed the Commission to investigate issues associated with the further restructuring of natural gas services, but prohibited the Commission from “enacting” any gas industry restructuring decisions affecting the core prior to January 1, 2000.  It stated that if the Commission determined that further natural gas industry restructuring for core customers was in the public interest, the Commission should “submit its findings and recommendations to the Legislature.”  As of January 1, 2000, § 328 was repealed by virtue of AB 1421, and replaced by a new § 328, as well as new §§ 328.1 and 328.2, setting forth requirements for bundled gas service to the core, among other things.  There is no longer a requirement to report to the Legislature before acting to restructure the gas industry.

The Settlement Parties seek a more specific finding with regard to  AB 1421.  They seek a finding that “under AB 1421 and any other relevant law, nothing in this Settlement Agreement shall require PG&E to offer consolidated gas billing for CTAs prior to the Billing Availability Date, expected by the end of 2002.” (Motion of Settlement Parties, p. 10, Section 1.8.4 of the Settlement Agreement.)

Section 328.2 provides that public utility gas corporations shall continue to be the exclusive provider of revenue cycle services (including billing services) to all customers in their service territory, subject to exceptions for: 

v. Parties providing natural gas to noncore customers.

w. “An entity purchasing and supplying natural gas under the commission's existing core aggregation program … under the same terms as currently authorized by the commission.”

The Settlement Parties agree that the changes resulting from this Settlement Agreement are not changes to “the commission’s existing core aggregation program” of the kind that affect core aggregators’ ability to qualify for this exception and that the core aggregation program as of January 1, 2000, did not include consolidated billing provided by PG&E.

In addition, the Settlement Parties agree that none of the changes in this Settlement Agreement shall require PG&E to expand its current offerings of consolidated billing for core aggregators until PG&E is able to provide such services through its billing system replacement project, which is expected to be completed by the end of 2002.  PG&E is not now able to provide consolidated billing for certain types of customers, and creation of this service for such customers prior to that date could cost substantial amounts of money to develop a temporary billing mechanism that would be discarded when the billing replacement project is completed.

We have no difficulty agreeing that the existing core aggregation program as of January 1, 2000, did not include consolidated billing for gas-only customers by PG&E and that the options offered to CTAs if the Settlement Agreement is approved will not fundamentally change the core aggregation program.
  However, we do want to emphasize that the finding requested should be interpreted very narrowly.

The need for a narrow interpretation stems from the verbs used in § 328.2.  Nothing in that section or the Settlement Agreement requires a CTA to perform billing.  It “may” do so.  On the other hand, if the CTA chooses not to do so, PG&E “shall” continue to provide revenue cycle services to all customers in its service territory.  Thus, a CTA could decide to have PG&E do the billing.  However, we do not believe that PG&E could be forced to do consolidated billing.  It could include a separate CTA commodity bill with its billing.

Accordingly, we are able to make the finding the parties request, with the understanding that it is to be narrowly interpreted.

No other inconsistency with the law has been brought to our attention, and we conclude that there is no other inconsistency with the law.  Therefore, there is no impediment to making these changes if we find them reasonable in light of the whole record, and in the public interest.  (Rule 51.1(e).)

A. Reasonable In Light Of The Whole Record

We find that this settlement proposal is reasonable in light of the whole record for three reasons.  First, while the settlement is not a global one, 29 parties with a range of interests support it; the Settlement Parties represent residential consumers, shippers, municipal customers, and competitors in various market segments.  It is agreeable to PG&E.  Additionally, no party opposed the settlement.  When parties from different viewpoints agree on a solution for a problem, even if only on a time-limited basis, it is an indication that it is a reasonable proposal.  When the parties who choose not to sign on still do not oppose, it is a further indication of the proposal’s reasonableness.

Second, we incorporated the record in R.98-01-011 into this proceeding and we find that the testimony therein generally supports the reasonableness of this settlement.  While our promising options might have resulted in a little more change than proposed in this Settlement Agreement , we recognize the commitment of the parties to continue talking about reforms for the post-Gas Accord period.  We anticipate more restructuring in conformance with our stated goals at that time.

Third, as to those sections of the Settlement Agreement that raised questions regarding fairness and reasonableness, the record was supplemented by the representations of some of the settling parties at the Informational Hearing on February 24, 2000.  For instance, the ALJ and Energy Division staff questioned the derivation of the $700,000 debit for implementation.  It appeared that the figure was lower than that originally sought and founded upon cost estimates for each new initiative.  PG&E bears the risk of higher implementation costs for §§ 2.1, 2.2.2, 2.2.3, and 2.8, and cannot return to the Commission to request them.

Similarly, the ALJ and Energy Division staff were concerned that it was inequitable to shift the costs of CTA-rejected storage to core ratepayers.  PG&E and ORA explained why the CPD should take on about $2 million in additional costs of storage after allocation rejections by the CTAs.  PG&E avers that the additional storage is needed for core reliability and peak-day needs; PG&E has had to supplement existing storage through the market during peak winter periods.  (Tr. pp. 54, 57-58.)  ORA elaborated by stating that one reason for accepting the additional storage capacity is the growth in the number of core customers since the Gas Accord.  (Tr. p. 55.)  The second reason for accepting the cost of such capacity, ORA explained, is that the CPD is planning to rid itself of 50 MMcf/d of intrastate transmission capacity on the Silverado Path in the near future as a result of a decline in California gas production.  The storage capacity, ORA claims, could be used in lieu of the transmission capacity to maintain core reliability.

In its BCAP, PG&E also estimates that forecasted throughput for the core will rise 13%.  Moreover, as recently as December 1998, PG&E experienced a maximum daily core load peak of 2.7 Bcf, while daily maximum transmission and storage capacity for the core is 2.4 Bcf.
  Thus, the potential expenditure for up to 1.64 Bcf in additional inventory capacity for CPD customers appears reasonable.

We note also the safety-conscious approach reflected in the Settlement Agreement.  For instance, the 50% cap on self-balancers ensures that the system operators will have some experience with this initiative without sacrificing safety and reliability. The 1% allowance for accumulated imbalances hews closely to the pipeline swing that can be accommodated safely.  (Tr. p. 28.)  This safety consciousness is in line with our goals and appears reasonable.

Finally, Settlement Agreements must be viewed in their totality, because each segment will not equally benefit each party.  For instance, the benefits of self-balancing are not going to be enjoyed directly by the ratepayers served by the CPD at this time, but perhaps they will enjoy them if the experiment proves successful, and perhaps if  self-balancing does result, as hoped, in fewer OFO days,  the ratepayers will benefit from that.  Similarly, while the unbundled storage program is not of much use to residential customers at present, the growth in storage competition may ultimately bring some benefit to them and the CPD will participate in other initiatives set forth in this Settlement Agreement.

As noted in the Joint Declaration of Darwin Farrar, James Weil and Marcel Hawiger in Support of Joint Motion for Approval of Comprehensive PG&E Settlement Agreement,

“[T]he Settlement Agreement is reasonable because: (1) it is a reasonable compromise of strongly held views; (2) negotiations were conducted at arm's length; (3) the settling parties represent all affected interests; (4) the stage of the proceeding allows opposing parties to gauge the strengths and weaknesses of their respective positions; (5) counsel and advocates for the settling parties are experienced in public utility litigation; (6) the Office of Ratepayer Advocates is a governmental participant; and (7) the Settlement Agreement is apparently uncontested. Lack of adverse reaction from affected interests favors approval.”

We are convinced that the settlement generally balances the various interests at stake for the period of the settlement.  Thus, we find that the proposed settlement is reasonable in light of the whole record.

B. In The Public Interest

We find that the range of parties joining this settlement, and the lack of opposition to it, provides some evidence that the settlement is in the public interest.  The Settlement Agreement is the result of many months of discussion and negotiation.  It represents a broad‑based consensus on issues of concern to the market, balancing the interests of marketers, gas suppliers, shippers, storage operators, wholesale and retail end-use customers, and regulatory representatives, as well as the Coalition of California Utility Employees.  As noted by parties in the supporting declarations, considerable time and resources are saved for all parties that would otherwise be spent in litigating the promising options identified in I.99-07-003.

Moreover, we find that the Settlement Agreement does advance our stated goals and does address many of our promising options, particularly in tandem with the previously approved OFO protocol.  The Settlement Agreement promotes an unhindered market through the new trading platforms, while at the same time its incremental approach protects safety and reliability.  The information garnered at the panel on February 24, 2000, assuages our concern that the core would be providing a subsidy for those customers choosing self-balancing.  We look forward to the post-Gas Accord restructuring that will take the natural gas industry further towards our goals.

We note particularly a few of the reasons ORA, TURN, and Aglet support the settlement:

“All ratepayers and the public have an interest in reasonable rates. The Settlement Agreement promotes reasonable rates by offering customers more options in choosing the elements of their gas service, which enhances competition, and by limiting rate recovery of the costs to implement the Settlement Agreement.  The settled dollar amount for PG&E cost recovery is a fair and reasonable compromise of PG&E's interest in cost recovery and ratepayer interests in low rates.

“Gas market participants have an interest in certainty and stability of rates and terms and conditions of service. The Settlement Agreement promotes this interest by fixing PG&E's tariff provisions through the end of 2002, which coincides with the end of the Gas Accord. “

Another consideration in weighing whether the settlement is in the public interest is who bears the costs of implementation of the agreement.  The costs of implementation of the provisions of the settlement agreement are partially borne by ratepayers, up to a maximum of $700,000.  Yet some of this cost may be paid by the deposit of a portion of trading fees into the BCA.  Other costs are paid directly by the customers benefiting from the opportunity provided. Thus, on balance, we believe that the benefit to the public of these changes outweighs the potential cost to ratepayers of the costs of implementation.

In sum, we conclude that the settlement is consistent with the law, reasonable in light of the whole record, and in the public interest.

V. Waiver of 30-Day Comment Period

This is an uncontested matter in which the decision grants the relief requested.  Accordingly, pursuant to Pub. Util. Code § 311(g)(2), the otherwise applicable 30-day period for public review and comment is being waived.

Findings of Fact

1. In R.98-01-011, the Commission set goals for its restructuring of the natural gas industry and compiled a record concerning different initiatives to move towards those goals.

2. In D.99-07-015, the Commission relied upon the testimony in R.98-01-011 in choosing the most promising options for further analysis and potential adoption as part of our restructuring of the natural gas industry.

3. In I.99-07-003, the Commission allowed the parties to use the promising option framework to negotiate for mutually agreeable changes in the natural gas industry.

4. The Comprehensive Gas OII Settlement Agreement, Attachment I to this opinion, addresses most of the issues raised in the testimony in R.98-01-011 regarding PG&E’s system and advances the Commission’s goals in restructuring the natural gas industry. The issues addressed include:

x. The opportunity for some customers to choose a self-balancing option in lieu of PG&E's bundled balancing.

y. The creation of a system for electronic trading of actual gas imbalances, and for the trading of imbalance rights.

z. The unbundling of core storage allocations and costs for core aggregators, allowing them to obtain different resources to ensure reliable service to their core customers.

aa. The creation of an electronic trading system for secondary market pipeline capacity.

ab. A survey of interest in new ways for customers or their agents to receive additional real-time usage information.

ac. The creation of a pilot program for customer ownership of meters for new noncore installations, and customer ownership of meter add-on devices.

ad. The delay of utility consolidated billing for gas service providers, but the provision of billing credits for CTAs that perform consolidated gas billing and thus enable PG&E to avoid costs associated with preparing and sending gas bills.

5. The Settlement Agreement does not address the following issues:

a. The allocation among customer classes of BCA funds.

b. The details of the pilot meter program.
c. The method of dealing with  oversubscription of self-balancing.
d. The methodology for determining monthly usage for CPGs (baseline for measuring accumulated daily imbalance), covering both time of determination and timeframe from which to forecast.
e. The reevaluation of core intrastate path capacities (release of Silverado Path capacity).
f. The revision of CPIM winter storage targets if CTAs release storage capacity.
g. The application regarding real-time access methodology, if there is sufficient customer interest.
h. Compliance and enforcement details.
6. The Settlement Agreement is the result of many months of discussion and negotiation, and represents a broad‑based consensus on issues of concern to the market, balancing the interests of marketers, gas suppliers, shippers, storage operators, wholesale and retail end-use customers, and regulatory representatives, as well as the Coalition of California Utility Employees and the utility itself.  There are benefits for each class of customer and the utility in the Settlement Agreement.

7. After adequate notice, no party to the Gas Accord or to this case requested a hearing on the settlement or alterations to D.97-08-055, the decision approving the Gas Accord.  No party opposed the settlement.

8. This settlement will not take effect before January 1, 2000.

9. The costs of implementation of §§ 2.1, 2.2.2, 2.2.3, and 2.8 will be borne by ratepayers in the amount of $700,000.  This will be partially offset by trading fees deposited in the BCA.

10. Under AB 1421 and other relevant law brought to our attention, nothing in this Settlement Agreement shall require PG&E to offer consolidated gas billing for CTAs prior to the Billing Availability Date, expected by the end of 2002.

Conclusions Of Law

1. The restructuring goals of the Commission should be advanced by establishing :  

a. An option to choose daily self-balancing in lieu of PG&E's bundled balancing.

b. A system for electronic trading of actual gas imbalances, and for the trading of imbalance rights.

c. Unbundled rates for increments of core storage allocations, allowing core transport agents to obtain different resources to ensure reliable service to their core customers.

d. An electronic trading system for secondary market pipeline capacity.

e. The level of interest in new ways for customers or their agents to receive additional real-time usage information.

f. A pilot program for customer ownership of meters for new noncore installations, and customer ownership of meter add-on devices.

g. Billing credits for CTAs that perform consolidated gas billing and thus enable PG&E to avoid costs associated with preparing and sending gas bills.

2. The issues listed in Finding of Fact 5 should be addressed within six months as appropriate to each issue and as more specifically set forth in the order.

3. No evidentiary hearing is necessary to change the provisions of the Gas Accord affected by this settlement agreement, or to alter D.97-08-055.

4. The proposed settlement is consistent with the law.

5. The proposed settlement is reasonable in light of the whole record.

6. The proposed settlement is in the public interest.

7. This settlement agreement should not be construed as substantially changing the existing core aggregation program so as to disallow billing by core transport agents in lieu of PG&E.

8. This order should be effective today, so that the settlement may be implemented expeditiously.

SECOND INTERIM ORDER

IT IS ORDERED that:

1. The Joint Motion of Pacific Gas and Electric Company (PG&E); Aglet Consumer Alliance; Association of Bay Area Governments Publicly Owned Energy Resources; California Cogeneration Council; California Industrial Group and California Manufacturers Association; California Utility Buyers JPA, a California joint powers authority; Calpine Corporation; Cellnet Data Systems, Inc.; City of Palo Alto; Coalition of California Utility Employees; Dynegy, Inc.; Enron North America and Enron Energy Services, Inc.; GreenMountain.com Company; Interstate Gas Services, Inc.; Northern California Generation Coalition; Northern California Power Agency; Office of Ratepayer Advocates; PanCanadian Energy Services Inc.; School Project for Utility Rate Reduction, a California joint powers authority; Southern Energy California, L.L.C.; Suncor, Inc.; The Utility Reform Network; United Energy Management, Inc.; TXU Energy Services; Western Hub Properties, LLC; and Wild Goose Storage, Inc. For Approval of Comprehensive PG&E Settlement Agreement,  filed on January 28, 2000, and set forth as Attachment A, is granted.

2. The settlement shall not be construed as substantially changing the existing core aggregation program so as to exclude core aggregators from providing billing to their customers.

3. PG&E shall file a compliance advice letter to implement the adopted  revisions to its currently effective gas tariffs no later than 60 days after the effective date of this decision, as specified in Section 1.7 of the Settlement Agreement.  The detailed methods for dealing with oversubscription for the self-balancing option and for determining monthly usage of Core Procurement Groups as a baseline for measuring accumulated daily imbalances shall be set forth in this compliance filing.  The compliance filing shall specify compliance monitoring, cost responsibility,  and enforcement measures.  The advice letter shall be effective upon appropriate review by Commission staff.
4. PG&E shall address the issue of storage capacity allocated to balancing service by filing an application with the Commission no later than March 1, 2001.
5. PG&E shall file an application seeking to expand or terminate the pilot program on customer-owned meters and add-on devices no later than July 1, 2002 and no sooner than June 1, 2002.
6. PG&E shall report to the Energy Division on the interest in real-time access methodology and/or file an application regarding this methodology within six months from the effective date of this decision.
7. PG&E shall file an advice letter revising its Core Procurement Incentive Mechanism winter storage target within 60 days after the end of an election 

period during which a Core Transport Agent elected to increase or decrease its allocation of storage.
This order is effective today.

Dated May 18, 2000, at San Francisco, California.


LORETTA M. LYNCH


President


HENRY M. DUQUE


JOSIAH L. NEEPER


RICHARD A. BILAS


CARL W. WOOD


Commissioners

NOTE:  See Formal Files for Attachments A, B, C.

�  PG&E, Aglet Consumer Alliance (Aglet); Association of Bay Area Governments Publicly Owned Energy Resources; California Cogeneration Council; California Industrial Group and California Manufacturers Association; California Utility Buyers JPA, a California joint powers authority; Calpine Corporation; Cellnet Data Systems, Inc.; City of Palo Alto; Coalition of California Utility Employees; Dynegy, Inc.; Enron North America and Enron Energy Services, Inc.; GreenMountain.com Company; Interstate Gas Services, Inc.; Northern California Generation Coalition; Northern California Power Agency; Office of Ratepayer Advocated (ORA); PanCanadian Energy Services Inc.; School Project for Utility Rate Reduction, a California joint powers authority; Southern Energy California, L.L.C.; Suncor, Inc.; The Utility Reform Network(TURN); United Energy Management, Inc.; TXU Energy Services; Western Hub Properties, LLC; and Wild Goose Storage, Inc.


�  We also incorporated the entire record from R.98-01-011 into the record for this proceeding.


�  Since that time, two further extensions were granted regarding PG&E’s system, and a third granted with regard to the natural gas industry in the southern part of the state.


�  All statutory references are to the Pub. Util. Code, unless otherwise noted.


�  Section 328.  Legislative Findings.


   The Legislature finds and declares both of the following: 


In order to ensure that all core customers of a gas corporation continue to receive safe basic gas service in a competitive market, each existing gas corporation should continue to provide this essential service.


No customer should have to pay separate fees for utilizing services that protect public or customer safety.


   Section 328.1.  Definitions.


   As used in this chapter, the following terms have the following meanings: 


"Basic gas service" includes transmission, storage for reliability of service, and distribution of natural gas, purchasing natural gas on behalf of a customer, revenue cycle services, and after-meter services. 


"Revenue cycle services" means metering services, billing the customer, collection, and related customer services. 


"After-meter services" includes, but is not limited to, leak investigation, inspecting customer piping and appliances, carbon monoxide investigation, pilot relighting, and high bill investigation. 


"Metering services" includes, but is not limited to, gas meter installation, meter maintenance, meter testing, collecting and processing consumption data, and all related services associated with the meter. 


Section 328.2.  Required Gas Service.


The commission shall require each gas corporation to provide bundled basic gas service to all core customers in its service territory unless the customer chooses or contracts to have natural gas purchased and supplied by another entity. A public utility gas corporation shall continue to be the exclusive provider of revenue cycle services to all customers in its service territory, except that an entity purchasing and supplying natural gas under the commission's existing core aggregation program may perform billing and collection services for its customers under the same terms as currently authorized by the commission, and except that a supplier of natural gas to noncore customers may perform billing and collection for natural gas supply for its customers. The gas corporation shall continue to calculate its charges for services provided by that corporation. If the commission establishes credits to be provided by the gas corporation to core aggregation or noncore customers who obtain billing or collection services from entities other than the gas corporation, the credit shall be equal to the billing and collection services costs actually avoided by the gas corporation. The commission shall require the distribution rate to continue to include after-meter services. 


�  As mandated by § 1708, an opportunity to request a hearing must be afforded to the parties if the Commission plans to alter or amend a previous decision affecting them. 


�  Although all options are addressed, action is not initiated on each and every one. 


�  This aspect of the Settlement Agreement is responsive to Finding of Fact 22 and Conclusion of Law 8 in D.99-07-015.  See also, discussion in D.99-07-015, slip op. at  pp. 38-40.


�  “Accounts” generally refer to a one-meter facility.  A single account with multiple meters would still make one self-balancing election.


�  $0.0050 per dth x actual monthly metered usage.  This is not the full amount associated with system balancing ($0.0060/dth) because self-balancers still have ± 10% daily flexibility deriving from system storage assets.  (Transcript of February 24, 2000 Informational Panel, (Tr.) p. 16.)


�  However, a Core Procurement Group (CPG) may elect self-balancing, based on a forecast of customers’ usage rather than daily metering.


�  CPGs use a 24 hour-before-gas-day forecast unless they are, as a group or individually, so large that PG&E requires the forecast to be made at the end of the day to ensure that it is as close as possible to the next day’s actual usage.


�  OFO and EFO noncompliance charges still obtain because OFO and EFO limits supercede the ±10% daily imbalance tolerance for self-balancers.


�  This section is responsive to pages 41-44 of D.99-07-015 (slip op.) and Findings of Fact 24-26.


�  D.99-07-015, slip op. at pp. 50-59.


�  D.99-07-015, slip op. at pp. 59-61, Finding of Fact 30, Ordering Paragraph 11.


�  As part of the Gas Accord, PG&E reduced the minimum threshold for core aggregation participation from 250,000 to 120,000 therms per year.  It was estimated that 20 to 25 residential customers or 7 to 8 commercial customers could meet this threshold. (Tr. pp. 50-51.)


�  This section is responsive to D.99-07-015, slip op. at p. 49.


�  This section is somewhat responsive to D.99-07-015, slip op. at pp. 49, 62, and 86.  


�  D.99-07-015, slip op. at pp. 73-78, Finding of Fact 17 and Conclusion of Law 17.


�  D.99-07-015, slip op. at p. 79, Finding of Fact 38.


�  D.99-07-015, slip op. at pp. 72-73, Findings of Fact 33 and 36, Conclusions of Law 15 and 16.


�  D.99-07-015, slip op. at pp. 84-85.


�  D.99-07-015, slip op. at pp. 85-86, Finding of Fact 43, Conclusion of Law 19.


�  Residential credit =$0.71; G-NR1=$1; G-NR2=$1.  This credit only goes to the CTA’s customers; there is no avoided overhead component that reduces ratepayer bills generally.


�  In Section 1.51, PG&E commits to initiating talks promptly following approval of this Settlement Agreement.


�  D.99-11-053.


�  We take official notice of PG&E’s application in its BCAP, filed April 3, 2000.  In that application at p. 4. (Attachment B), PG&E  proposes allocation on an equal-cents-per therm-basis to all end-use customers.


�  Gas Accord Section IV.G.6, p. 54 states that “Within three years after the Gas Accord is implemented, PG&E’s will file with the CPUC an examination of storage unbundling for core transportation customers in light of the then-existing market.”  We accept this Settlement Agreement as the requisite filing.


�  Gas Accord Section IV.H.3, page 55.


�  In the interests of comity, we have sent the draft decision and attached settlement (Attachment A) to the Legislature as our submission of findings and recommendations.


�  Indeed, the billing credits segment of the Settlement Agreement is also consistent with § 328.2, which requires the use of an avoided-cost methodology.


�  As noted previously, we take official notice of PG&E’s application in its BCAP (Attachment B), filed April 3, 2000.  In that application at p. 3, PG&E reveals more than it did in the Informational Hearing, and perhaps more than ORA knew at the time.  PG&E  proposes to reduce its current core portfolio allocation of 48 MDth/day of annual Silverado capacity to 5 MDth/day to reflect the termination of PG&E’s California gas contracts.  However, PG&E further proposes an increase of 50 MDth/day of seasonal winter Baja capacity to help mitigate the risks associated with peak demand events.  The total estimated reduction in cost will be only $100,000.


�  We also take official notice of PG&E’s BCAP Prepared Testimony at pp. 4-2 to 4-3.  (Attachment C.)


�  Darwin Farrar is attorney for the ORA.  James Weil is the Director of Aglet.  Marcel Hawiger is staff attorney for TURN.  Each was personally involved in the negotiations that led to the January 28, 2000, “Comprehensive Gas OII Settlement Agreement” among PG&E and other parties.
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