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Summary

In this decision, we order Sempra Energy (Sempra), Southern California Gas Company (SoCalGas), and San Diego Gas & Electric Company (SDG&E) to demonstrate that SDG&E’s gas supply and transmission system is adequate to provide service to present and future core and noncore customers.

Background 

On August 1, 2000, Sempra, on behalf of SDG&E, filed Advice Letter (AL) 1210-G requesting emergency review and approval of its proposal to temporarily revise the gas transportation service level elections of its large electric generation customers, i.e., those with an average daily gas usage of greater than 15 million cubic feet, from firm noncore service to interruptible noncore service.  SDG&E’s gas curtailment order is described in its Gas Tariff Rule 14.  Under SDG&E’s current curtailment rules, all firm service noncore customers, including (1) noncore commercial and industrial customers and (2) electric generators, would be curtailed in the event of inadequate supply.  One block each of electric generators and one block of noncore commercial and industrial customers would be curtailed simultaneously, in rotating blocks.  Because commercial and industrial customers consume such a small amount of gas relative to electric generators, SDG&E’s proposal would have had the effect of curtailing only the three major electric generation plants (“Power Plants”) served by SDG&E--Encina, South Bay, and Rosarito, Mexico.

Over this past summer, high electricity demand and prices drove electric generators to consume unusually high levels of natural gas.  SDG&E also began to provide service to a new electric generator, in Rosarito, contributing to the increased capacity demands.  In AL 1210-G, SDG&E stated that its “noncore customers are far more likely to be curtailed this summer than they have been at any time during the past ten years.”

Numerous parties filed protests of AL 1210-G on a variety of issues, as summarized below.  On October 3, 2000, SDG&E withdrew AL 1210-G. 

Issues Raised in Protests of AL 1210-G

Protests to AL 1210-G were filed by the Electric Generator Alliance, California Independent System Operator, Air Resources Board, the San Diego County Air Pollution Control District, Utility Consumers’ Action Network and Environmental Health Coalition, City of Carlsbad, and the American Lung Association of San Diego and Imperial Counties.  

In summary, these protests raised the following issues:

1. Curtailment of gas supply to electric generators will result in those generators capable of burning fuel oil to switch to fuel oil, resulting in increased generating expenses as well as increased air pollution emissions.

2. SDG&E has recently started service to the Rosarito plant which has contributed to increased gas consumption.

3. SDG&E has not demonstrated that its gas transmission capacity is insufficient so as to require emergency curtailment.

4. The Commission should investigate SDG&E’s gas supply capacity.

5. Curtailment of electric generators may jeopardize the reliability of SDG&E’s electric system.

6. SDG&E may have a conflict of interest due to Sempra’s co-sponsorship of a pipeline project called the North Baja pipeline project.

7. Noncore customers who elected not to install fuel-switching capability were being given preferential treatment over electric generators.

Discussion

SDG&E’s AL 1210-G raised a variety of questions and issues that require further investigation by the Commission.  Notwithstanding SDG&E’s withdrawal of AL 1210-G, we agree with the protestants that an investigation into the adequacy of SoCalGas’ and SDG&E’s gas transmission systems is in order.  It will be necessary to include SoCalGas in this investigation because SoCalGas provides transmission service to the SDG&E territory.

The Commission will examine the adequacy of the SoCalGas’ and SDG&E’s gas transmission systems to serve the present and future gas requirements of the SDG&E’s core and noncore customers.  We are concerned because the existing South Bay and Encina power plants are not new facilities, and SDG&E has been contemplating service to the Rosarito facility since the early 1990’s.  SDG&E began construction of a phased expansion of its gas transportation system in the 1990’s, which has been commonly referred to as Project 2000.  The Office of Ratepayer Advocates states that the Commission has provided for funding of this project in SDG&E’s general rate case and related cost of service proceedings.  We are concerned that the decisions to add load on SoCalGas’ and SDG&E’s system may have undermined SDG&E’s ability to provide reliable service to its customers.

We will also require SoCalGas and SDG&E to show that service to the SDG&E affiliate, Gasoducto Rosarito (GR), is not negatively affecting the ability of SDG&E’s gas transportation system to provide service to existing core and noncore customers.  In Application 98-07-005, SoCalGas and SDG&E requested Commission approval of a special gas transportation tariff to provide firm service to the Commission Federal de Electricidad’s Rosarito Power Plant (Rosarito) in the state of Baja California Norte, Mexico and to a combined cycle plant located south of Rosarito (the La Jovita plant).  The shippers that would have received service under the proposed tariff were two Sempra affiliates, Sempra Energy Mexico for the La Jovita combined cycle plant and GR for Rosarito.
  When SDG&E and SoCalGas submitted their application, they did not disclose any uncertainty regarding the adequacy of the system to meet the requirements of existing customers in addition to the new, incremental requirements of their affiliates.  Now it appears, from the events subsequent to the start up of the Rosarito plant in late June 2000, that capacity on the SoCalGas’ and/or SDG&E’s transmission system is insufficient.

The Commission will also review SDG&E’s August 2000 response to capacity constraints.  According to one protestant, SDG&E encouraged electric generators and other noncore customers to sign a two-year firm commitment in the spring of 2000 so that they could avoid curtailment problems.  It is unclear why SDG&E did not realize that converting these customers to firm service would decrease system flexibility, consequently making all other noncore customers more susceptible to curtailments.  This investigation, therefore, will include a review of SDG&E’s planning and decision-making processes. 

We will require SDG&E to thoroughly examine its Gas Tariff Rule 14 (curtailment rules) to determine whether any modifications are necessary and, if so, to propose such modifications.  SDG&E’s AL 1210-G requested a temporary change in the curtailment rules, to apply during the summer peak electricity usage, until November 1, 2000.  SDG&E shall address whether the gas transmission system capacity constraints are not just as serious during the winter months and future summers.  High gas use for heating purposes during a period of cold weather in the winter months could strain the capacity of SDG&E’s gas transmission system as much as peak summer electricity use.  It is not clear to us that the likelihood for future curtailments will be significantly reduced given the ongoing demand on a firm basis by Encina, South Bay and the Rosarito Power Plants.  Additionally, SDG&E shall review the current Rule 14 for consistency with Public Utilities Code Sections 2771 and 2772.  Section 2771 establishes priorities among the types of customers of gas and electric corporations.  Section 2772 provides for a determination of customers and uses of energy, in a descending order of priority, which provides the most important public benefits and serves the greatest public need.  The current tariffs may not have contemplated the sale of SDG&E’s electric generation facilities and a change from the prior interruptible status elected by SDG&E when it operated the facilities.

SoCalGas and SDG&E may need additional capacity on their gas transmission systems in the near term to avoid future curtailments.  Sempra, SoCalGas, and SDG&E will be required to show how much additional capacity will be needed and when.  Respondents shall describe the lines that may need to be expanded, and the plans for making such expansions, including in-service dates.  Contingencies, such as larger than expected demand, shall also be addressed.

The Commission will investigate the relationship, if any, of the planning of SoCalGas’ and SDG&E’s gas transportation system to the recent proposal of Sempra to enter into a joint venture to build a $230 million natural gas pipeline, currently being called the North Baja Pipeline, from the California/Arizona border through southeastern California to the pipeline interconnection which serves the Rosarito facility.  The Year 2000 California Gas Report shows a sharp decrease in gas transportation service to electric generation load by SDG&E beginning in the year 2003 and further declining in the year 2004.  The Commission will investigate whether the North Baja Pipeline project impacted the pipeline design for the Project 2000 expansion or the need for other system expansions or enhancements.  We will also review what incentives exist, if any, for respondents to support the North Baja Pipeline over SoCalGas’ or SDG&E’s capacity additions.

Because the examination of SDG&E’s gas supply will require in-depth analysis and review, and therefore take some period of time to complete, we direct SDG&E to evaluate the need for any immediate actions on its part.  To the extent such actions require approval by this Commission, we direct SDG&E to put forth such proposals promptly, and to seek expedited consideration.  We specifically direct SDG&E to determine whether an interim, interruptible gas program, which would provide cost incentives to those customers voluntarily electing interruptible service, would be useful for the coming winter months, and, if so, to file such a request.

We will serve this Order Instituting Investigation (OII) on the parties on the service lists of the Energy Division’s draft resolution G‑3297, and SoCalGas’ and SDG&E’s recent BCAP A.98-10-012 et al.

Preliminary Scoping Memo 

The scope of this proceeding shall include all issues raised in this order, but will not be limited to these issues.  Any party may suggest related issues for the Commission’s consideration.

The rules and procedures implementing many of the reforms contained in Senate bill (SB) 960 are found in Article 2.5 of the Rules of Practice and Procedure (Rules), which are posted on the Commission’s website.  Pursuant to Rule 4(a) the rules in Article 2.5 shall apply to this proceeding.  As per the provisions of SB 960, the present investigation is classified as a ratesetting proceeding and is expected to require a hearing.

The assigned Commissioner and Administrative Law Judge shall convene a prehearing conference (PHC) to develop a service list for this proceeding and to further delineate issues related to scope and schedule for this proceeding.  Notice of the PHC will be provided by a ruling.

Any person who objects to the categorization of this investigation must file an appeal no later than ten days after the date of this OII, pursuant to Rule 6.4(a).

The temporary service list is attached to this order and shall be used for service until a service list for this proceeding is established at the PHC.  Persons who want to become a “party” to this proceeding shall appear at the PHC, or at the formal hearing, and fill out the “Notice of Party/Non-Party Status” form (appearance form).

Those persons who do not want to be parties, and only want notice of the hearings, rulings, proposed decisions, and decisions may either appear at the PHC or the formal hearing and fill out an appearance form, or they may mail a written request to the Process Office requesting that they be added to the service list for information only.

Those persons employed by the State of California who are interested in this proceeding may be added to the “state service” section of the service list either by appearing at the prehearing conference or at the formal hearing and filling out an appearance form, or they may mail a written request to the Process Office requesting that they be added to the state service list.  All of the names appearing on the state service list shall be served with all documents that parties may submit or file in connection with this proceeding.

The Process Office shall develop an initial service list based on the appearances at the first PHC.  This initial service list shall be posted on the Commission’s website, www.cpuc.ca.gov, as soon as it is practicable.

Any party interested in participating in this investigation who is unfamiliar with the Commission’s procedures should contact the Commission’s Public Advisor Office in Los Angeles at (213) 649-4782, or in San Francisco at (415) 703-2074.

Consistent with Rule 6(e), we expect this proceeding to be concluded within 18 months.  

Ex Parte Communications

This proceeding is subject to Rule 7(c) of the Commission’s Rules of Practice and Procedure.  In addition to placing specific requirements on ex parte communications, Rule 7(c) also requires parties to report ex parte communications pursuant to Rule 7.1.  

Therefore, IT IS ORDERED that:

1. An investigation is instituted into the adequacy of Sempra Energy’s (Sempra), Southern California Gas Company’s (SoCalGas) and San Diego Gas & Electric Company’s (SDG&E) planning of SoCalGas’ and  SDG&E’s gas transmission system, and what measures should be taken to correct any deficiencies.

2. Sempra , SoCalGas, and SDG&E are made the respondents to this proceeding.

3. Sempra, SoCalGas, and SDG&E shall be required to retain all documents which pertain to system capacity planning.

4. At a hearing to be scheduled by the assigned Commissioner and Administrative Law Judge, respondents shall appear and show cause demonstrating that:

a. SDG&E has adequate gas and transmission supply for the 2000/2001 winter heating season, as well as the longer term throughout the year.  If such supply is not adequate, SDG&E shall submit plans for obtaining an adequate supply.

b. SDG&E’s gas and transmission supply is adequate to meet anticipated need for gas-fired electric generation.  If not, SDG&E shall submit plans for obtaining an adequate supply.

c. SDG&E’s gas transmission service is not being adversely affected by interests of its corporate affiliates.

d. Recently added demands on SDG&E’s capacity are not negatively impacting supply for SDG&E’s customers, and are otherwise consistent with representations to this Commission.

e. SDG&E’s current gas curtailment rules are just and reasonable; if not, SDG&E shall propose changes.

5. Respondents shall file and serve a written response to Ordering Paragraph 4 no later than 20 days after the effective date of this order.  Other parties may file and serve comments on the response no later than ten days after the response is filed.

6. SDG&E shall evaluate whether an interim, interruptible program, which will provide cost incentives to those customers voluntarily electing interruptible service, is needed during the coming winter months.  If so, SDG&E shall promptly submit such a proposal and seek expedited consideration by this Commission.

7. The Executive Director shall cause this Order Instituting Investigation to be serviced on the respondents and on the service lists in SoCalGas’ and SDG&E’s Application 98-10-012 et al., and the Energy Division’s draft resolution G-3297.

8. The temporary service list is attached and shall be used for service of all pleadings until a service list for this proceeding is established.  An initial service list for this proceeding shall be created by the Process Office and posted on the Commission’s website (www.cpuc.ca.gov) as soon as it is practicable after the first prehearing conference.  Parties may also obtain the service list by contacting the Commission’s Process Office at (415) 703-2021.

9. The category of the investigation is determined to be Ratesetting as that term is defined in Rule 5(c) of the Commission’s Rules of Practice and Procedure.

10. Persons interested in this proceeding shall follow the procedures described in this investigation to get on the service list.

This order is effective today.

Dated November 2, 2000, at San Francisco, California.
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(End of Service List for Energy Division’s Draft Resolution G-3297)

(END OF ATTACHMENT A)

�  The tariff would have provided this facility with firm transportation service at a discounted rate with priority above other customers.  The proposed tariff was rejected by the Commission in Decision 99-09-071.  Instead, the Commission ordered that service be provided at the rates in SDG&E’s default electric generation tariff.
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