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RESOLUTION

Resolution G-3324.  Southern California Gas Company (SoCalGas) submits revisions to its tariff schedules to implement a cost-based peaking service rate, in compliance with Decision 01-08-020. SoCalGas’ proposed peaking service tariffs shall be modified.  SoCalGas shall submit modified, updated peaking service rates. 

By Advice Letter 3052 filed on August 13, 2001.  

__________________________________________________________

Summary

This resolution adopts modifications to SoCalGas’ peaking service tariffs submitted in Advice Letter (AL) 3052, filed on August 13, 2001.  SoCalGas shall develop peaking service tariffs for certain sub-classes of noncore customer groups, consistent with its standard tariff.   SoCalGas shall include the proper scaling factor adjustments when developing firm peaking service rates.  SoCalGas shall file an advice letter with updated peaking service rates that reflect the above modifications and that reflect changes in SoCalGas’ rates subsequent to August 13, 2001.  The peaking service tariffs will become effective after the Energy Division reviews them.

We grant the protest of Watson Cogeneration Company (Watson) and Questar Southern Trails Pipeline Company and Kern River Gas Transmission Company (Interstate Pipelines) on the level of disaggregation of peaking service tariffs by customer class.  

All of the other protests by the Interstate Pipelines, Calpine Corporation, Aera Energy LLC and Texaco Natural Gas Inc., and Watson are denied.

Background

Following federal regulatory reforms in the natural gas industry, the California Public Utilities Commission (Commission) took steps beginning in 1988 to encourage competition in the natural gas industry in California.  As a result, the current regulatory framework recognizes two primary groups of natural gas customers in California: core and noncore.  Noncore customers in California are allowed to procure their natural gas requirements from suppliers other the local gas distribution company (LDC), arrange for intrastate transportation and storage services with the LDC, and contract with independent storage utilities for storage services.  

In 1992, the Kern River and Mojave Pipelines began operation.  Although these two pipelines are considered interstate pipelines, they are able to deliver natural gas supplies directly to California natural gas consumers.  In the mid-1990s, the Commission became increasingly concerned with the possibility that SoCalGas’ noncore customers would have an incentive to partially bypass the SoCalGas system, and take baseload service from a competing interstate pipeline, while using the SoCalGas system to meet their peak demand.   In order to counter this incentive, the Commission adopted the Residual Load Service (RLS) tariff in Decision (D.) 95-07-046, which ensured that noncore customers’ cost of partially bypassing the SoCalGas system would not be passed on to the utility’s general body of ratepayers.

Since the adoption of D.95-07-046, some parties have argued in various proceedings before the Commission that the RLS tariff should be abolished because it was anticompetitive, and because it did not promote efficient economic bypass from the SoCalGas system.    

In D.00-04-060, the Commission acknowledged these concerns, and in Ordering Paragraph (OP) 6 directed SoCalGas to propose a replacement for its RLS tariff.  In compliance with D.00-04-060, SoCalGas filed Application (A.) 00-06-032, and proposed two methodologies for calculating a peaking rate that replaces the RLS tariff.  

In D.01-08-020, issued August 2, 2001, the Commission adopted a cost-based peaking service tariff for customers in SoCalGas’ territory.  In compliance with OP 3 of D. 01-08-020, SoCalGas filed its peaking service tariff with AL 3052 on August 13, 2001.    

Notice 

Notice of AL 3052 was made by publication in the Commission’s Daily Calendar.  SoCalGas states that a copy of the Advice Letter was mailed and distributed in accordance with Section III-G of General Order 96-A, including to the service list in A.00-06-032. 

Protests

On September 4, 2001, protests were filed against AL 3052 by: Questar Southern Trails Pipeline Company and Kern River Gas Transmission Company (referred to herein as the “Interstate Pipelines”), Calpine Corporation (Calpine), Aera Energy LLC and Texaco Natural Gas, Inc. (Aera and Texaco), and Watson Cogeneration Company (Watson).  SoCalGas filed a response to the protests on September 12, 2001. 

Aera and Texaco protest AL 3052 only with regard to Special Condition 3.   Special Condition 3 states:

“Any customer with an alternate service agreement prior to July 1, 1995, will be exempt from this tariff through the customer’s initial term of agreement with the alternate service provider.  Grandfathering will be applicable to previous existing arrangements on California-source gas or interstate gas.  The customer must provide SoCalGas with a copy of the customer’s executed service agreement with the alternate provider to be considered for an exemption from this tariff.  Other than the entity providing service, the quantity, and the contract length, all other confidential terms may be redacted by the customer.”

Aera and Texaco note that SoCalGas’ proposed tariff Special Condition 3 does not provide an indefinite exemption to the peaking tariff for those customers who had entered into alternate service arrangements prior to July 1, 1995.  This indefinite exemption was provided in SoCalGas’ RLS tariff.  SoCalGas now offers a grandfathered exemption for such customers, but only for the initial term of the customer agreements with an alternate service provider.  Aera and Texaco maintain that the exemption should not be limited to the initial contract term.

Aera and Texaco also argue that Special Condition 3 improperly requires that those customers who had entered into alternative service arrangements provide SoCalGas with a copy of the customer’s contract with the alternate service provider.  (Other than the entity providing the service, the contract quantity, and the contract length, all other confidential terms may be redacted.) 

The Interstate Pipelines protest AL 3052 on six issues.  First, like Aera and Texaco, they argue that Special Condition 3 should not limit the exemption to the peaking tariff to the initial term of customer agreements with an alternate service provider.  Second, they protest Special Condition 9 of the proposed peaking service tariff.  Special Condition 9 states:

“A customer who has received service under this schedule may elect to resume default tariff service under the following condition.  Before default tariff service can be resumed, the customer must cease receiving service and physically disconnect from the bypass pipeline(s) with which the customer had established a connection.”

The Interstate Pipelines argue that Special Condition 9 improperly requires physical disconnection of a customer from alternate service providers as a condition of returning to “full requirements” service from SoCalGas, even when the customer takes no service from another supplier.  Third, the Interstate Pipelines protest the proposed method for determining the monthly balancing tolerance.  SoCalGas proposes using the customer’s recorded usage from the same month a year earlier, while the Interstate Pipelines say that the tolerance band should be based on the customer’s designated maximum daily quantity (MDQ).   Fourth, they assert that SoCalGas has failed to use the proper customer classes to develop firm and interruptible peaking rates.  Fifth, they argue that SoCalGas has developed an improper interruptible rate because it double-counts customer costs.  Finally, the Interstate Pipelines disagree with SoCalGas’ proposed effective date of September 1, 2001, and say that the tariff should go into effect only after the Commission has issued a resolution.

Watson echoes the Interstate Pipelines’ protests regarding the use of improper customer classes to develop firm and interruptible peaking rates, and also protests the double-counting of customer costs in developing the interruptible rate.

Calpine protests SoCalGas’ definition of bypass.  SoCalGas would define bypass in Schedule No. GT-PS as “any situation where a customer of SoCalGas becomes connected to, and receives gas from an alternate supply source or alternate gas transportation service provider.”  Calpine believes the definition of bypass should be limited to those customers who bypass SoCalGas using an interstate pipeline, and only to customers who use SoCalGas for “peaking” needs, as opposed to those customers who use SoCalGas for baseload service.  

With regard to Special Condition 3, SoCalGas replies that it included this language in the exemplary tariffs that it provided with A.00-06-032.  SoCalGas points out that D.01-08-020 did not deny any portion of that Condition.  SoCalGas also asserts that this exemption was originally provided as part of the RLS tariff because customers had already made commitments to the new interstate pipelines, and those customers didn't have notice about the RLS tariff when they made those commitments.  SoCalGas argues that when a customer’s initial contract with an interstate pipeline expires, that customer should now be required to “face the real economics of [its] partial bypass choice.”  

With regard to Special Condition 9, SoCalGas says that this Condition was included in the original RLS tariff and in SoCalGas’ exemplary tariffs, D.01-08-020 did not change this condition, and the Interstate Pipelines did not raise this issue in the peaking service proceeding, A.00-06-032.   SoCalGas argues that it is now inappropriate for parties to raise this issue in a protest to an advice letter.

In response to Calpine’s protest, SoCalGas asserts that SoCalGas’ definition of bypass “was provided at the outset of the proceeding and is consistent with the language from the original RLS decision (D.95-07-046) which is reflected in the RLS tariff.”  SoCalGas adds “D.01-08-020 did not change this provision of SoCalGas’ exemplary tariffs filed in this proceeding.”  SoCalGas denies that Finding of Fact (FOF) No. 2 in D.01-08-020 confirms Calpine’s definition.  SoCalGas maintains that FOF No. 2 merely notes one example of bypass.  

With regard to balancing provisions, SoCalGas indicates that the Commission’s provision for interruptible peaking service makes it necessary to calculate the monthly imbalance tolerance according to its proposed method, rather than using an MDQ.  Further, SoCalGas notes that its proposed balancing provisions allow customers some flexibility to adjust their prior year usage to reflect forecasted load changes from the prior year.

Regarding the protests concerning the double counting of customer costs in setting the interruptible rate, SoCalGas asserts that it was simply complying with the Commission’s order in D.01-08-020 when it specified the interruptible rate at 150% of the default tariff.   SoCalGas also argues that the Commission’s choice of 150% of the default tariff as the interruptible rate was “somewhat arbitrary”.

With regard to the Interstate Pipelines’ protest of the proposed effective date, SoCalGas simply says it believes it has complied with D.01-08-020 and that the peaking service tariff should be implemented expeditiously.

DISCUSSION

Special Condition 3: Exemption for Customers with Alternative Service Arrangements prior to July 1, 1995

The Interstate Pipelines and Aera and Texaco seek clarification of the applicability of SoCalGas’ proposed peaking service tariff to customers who entered into alternate service arrangements before July 1, 1995.  Aera and Texaco believe that the applicability of the proposed peaking service tariff is too broad, given that D. 01-08-020 does not specifically require SoCalGas to apply the tariff to natural gas service arrangements previously exempt from the RLS tariff.  The Interstate Pipelines and Aera and Texaco also allege that the language of SoCalGas’ proposed peaking tariff GT-PS is much broader in scope than the current Schedule No. GT-RLS, “Residual Load Service,” which it replaces.  The Interstate Pipelines and Aera and Texaco point out that the RLS tariff specifically exempted all arrangements entered into before July 1, 1995, whereas the proposed tariff GT-PS exempts only the initial term of their agreements with alternate service providers.  The Interstate Pipelines and Aera and Texaco believe that the grandfathered arrangements made prior to July 1, 1995 should continue to be exempt from the proposed peaking service tariff for as long as the arrangements remain in place.  These parties argue that changing this exemption would render what was once an economic option, uneconomic.  

The Interstate Pipelines assert that the Commission intended that the RLS tariff exemption should be permanent, and maintain that D. 01-08-020 indicates no intention to alter the situation.  The Interstate Pipelines claim that a peaking rate is inherently discriminatory, and should not be applied to customers who have been consistently paying standard tariff rates for the last six years.  If the peaking rate is applied to these customers in the future on the expiration of their initial contract terms, the customers would in all likelihood seek to bypass SoCalGas completely to avoid the higher costs.

In its reply to the protests, SoCalGas disagrees that the Commission intended the RLS tariff exemption to be permanent, and points out that there is no citation from a Commission decision that substantiates that claim.   Further, SoCalGas included this Condition in its exemplary tariffs with A.00-06-032, and D.01-08-020 did not deny or modify that Condition.  SoCalGas argues that, rather than be granted a permanent exemption from peaking service rates, customers should “face the real economics of their partial bypass choice” when their initial contracts expire. 

Aera and Texaco also point out that Special Condition #3 requires the customer to provide SoCalGas with a copy of the customer’s executed service agreement with the alternate provider in order to be considered for an exemption from the tariff.  Aera and Texaco recommend that since the existing arrangements are based on service provided at tariffed rates, an executed agreement that demonstrates a customer’s exemption as required by Special Condition #3 would not be available.

We believe that Special Condition 3 is reasonable.  When we adopted the RLS tariff, we allowed an exemption for those customers who had already executed arrangements with an alternative service provider in order to prevent hardship for those customers.  However, we did not envision that such customers should obtain an exemption from any subsequent tariff in perpetuity.   Special Condition 3 was included with SoCalGas’ exemplary tariffs and in D.01-08-020 we did not deny or modify that Condition.  If the customer had an agreement with an alternative service provider for service for a finite number of years, we envisioned that the customer would be exempt from the RLS tariff for that period of time.   It is unreasonable to expect such customers to be granted grandfathered rights whereby they are indefinitely exempted from all subsequent tariffs replacing the RLS tariff.  Such a blanket exemption would also discriminate against new customers who sign up for service from alternative service providers and are subject to provisions of the peaking tariff.   

In addition, the firm peaking service tariff is a cost-based tariff that fairly reflects the costs being imposed by bypass customers on SoCalGas’ system.   Bypass customers should not be exempt from providing their fair share of these costs indefinitely. 

Finally, we believe that it is reasonable for such customers to provide a copy of their service agreement with their alternate service provider, showing the name of the alternate service provider, the contract term, and the contract quantity.   If the customer can’t demonstrate that any contractual term exists for their service arrangements, or that the initial term is still in effect, they should not be exempt from the peaking service tariff.  Without such a procedure, the utility would have no way of checking if only the eligible customers were receiving exemptions, creating a situation in which the utility might be accused of discriminatory practices towards other customers.  

Special Condition 9: Physical Disconnection from Alternative Service Provider

The Interstate Pipelines assert that Special Condition 9 of SoCalGas’ proposed Schedule No. GT-PS tariff improperly requires physical disconnection of a customer from alternative service providers as a condition for returning to full requirements service on SoCalGas’ system, even though the customer takes no service from an alternate service provider.  The Interstate Pipelines request that this element of the condition should be eliminated from the proposed tariff.  The Interstate Pipelines believe that Special Condition 9 would impose hardship on customers by compromising their ability to take service from an alternative service provider in case of an emergency.  The Interstate Pipelines submit that it is sufficient for customers who cease taking service from the alternative service provider to close all valves connecting it to the alternative service provider, with seals that can indicate whether service has been taken.  The Interstate Pipelines believe that a customer should not be required to physically disconnect from alternative service providers and sacrifice emergency backup service after paying for the installation of an interconnection in the first place.

We believe that it is reasonable for SoCalGas to include Special Condition 9 in its peaking service tariffs.  A physical disconnection indicates a serious commitment to return to SoCalGas as the sole provider of service.  If a customer does not want to disconnect from an alternate service provider in order to maintain an “emergency backup” provider, then the customer simply needs to pay the peaking tariff.  This Condition was included in the RLS tariff and in SoCalGas’ exemplary tariffs provided with A.00-06-032.  We note that no SoCalGas customers protested Special Condition 9.   To now modify this Condition might require the hearing of evidence, and a determination of the appropriate conditions for a modification of this Condition and what rates would be paid by a customer that takes “emergency service” from an alternative service provider. We will deny this aspect of the Interstate Pipelines’ protest without prejudice.   

Definition of Bypass

Calpine points out that on sheet 1 of proposed tariff GT-PS, SoCalGas defines bypass as “any situation where a customer of SoCalGas becomes connected to, and receives gas from an alternate supply source or an alternate gas transportation service provider.”  Calpine argues that SoCalGas’ proposed applicability provision is overly broad and inconsistent with D. 01-08-020.  Calpine alleges that D. 01-08-020 applies the peaking tariff to a noncore customer who uses an interstate pipeline for baseload service and uses the SoCalGas system for peaking load service.  Calpine therefore requests that SoCalGas should modify its Schedule GT-PS to provide that the peaking tariff is applicable only to “any noncore customer who uses an interstate pipeline for baseload service and returns to the SoCalGas system for peaking load service.”

In its response to Calpine’s protest, SoCalGas alleges that Calpine has been trying to limit the applicability of the tariff only to bypass on an interstate pipeline throughout the course of the peaking service proceeding.  SoCalGas says that its definition of bypass was included in its exemplary tariffs provided with its application, and that D.01-08-020 did not limit the applicability of the peaking service tariff only to bypass via interstate pipelines.  SoCalGas asserts that Finding of Fact (FOF) #2 in D.01-08-020 did not limit the definition of bypass to the use of an interstate pipeline for baseload service and the SoCalGas system for peakload service.
  SoCalGas asserts that this FOF merely provided one example of the applicability of peaking service.  

We see no reason to make the change suggested by Calpine in SoCalGas’ peaking tariff.  Changing the language of the tariff as suggested by Calpine could result in debates between the utility and the customers involving semantics.  We wish to avoid situations in which the utility and its customers become involved in disputes regarding the interpretation of terms such as “baseload” and “peaking.” Therefore, we do not order SoCalGas to make the change in the tariff language as requested by Calpine.   

Calpine is also trying to avoid the application of the peaking service tariff to a customer who would partially bypass the SoCalGas system on an in-state pipeline.  As far as SoCalGas’ customers are concerned, it makes no difference whether a noncore customer bypasses the SoCalGas system using an interstate pipeline or an in-state pipeline – the cost impacts would be similar.   Again, we do not order SoCalGas to make the change in the tariff language as requested by Calpine.  We also clarify that FOF #2 in D.01-08-020 was simply a typical example of the applicability of the peaking tariff, but not the only circumstance under which the peaking service tariff would apply.

 Balancing Provisions
The Interstate Pipelines comment that, although the Commission adopted the SoCalGas proposal that requires peaking service customers to balance their loads more closely, it did not specify all of the details of the proposed balancing rules.  SoCalGas has proposed one formula in its tariffs, which the Interstate Pipelines oppose. 

The Interstate Pipelines note that the proposed balancing provisions on page 5 of 8 of the GT-PS tariff would determine a monthly balancing tolerance for each customer using the customer’s recorded usage from the same month of the previous year.  The customer will be limited to an imbalance tolerance of plus or minus one percent of that amount on a daily basis as one of two daily imbalance standards – the other standard being plus or minus 5 percent of the day’s metered usage.  Under the peaking rate mechanism adopted by the Commission, each customer must select a maximum daily quantity (MDQ) for firm peaking service.  The MDQ represents the customer’s own estimate of its expected firm usage.  The Interstate Pipelines maintain that multiplying the MDQ by 31 days will yield the appropriate amount for determining the daily balancing tolerance for monthly usage.  The usage in a month from a prior year may have no relation to the customer’s intended usage in the future.  The availability of the peaking service option may result in a change in the customer’s usage of the SoCalGas system.   

SoCalGas responds that D. 01-08-020 adopted the balancing provisions proposed by the utility.  However, SoCalGas points out that the utility had originally proposed the use of the MDQ but the SoCalGas proposal had not contemplated a Commission decision allowing customers to take interruptible peaking service without specifying an MDQ.  Therefore, another method of calculating the monthly imbalance tolerance is now necessary.  

 SoCalGas explains that a customer balances its deliveries into the system in relation to its consumption.  The MDQ is an indication of a customer’s firm service needs but does not account for a customer’s interruptible service needs, SoCalGas points out.  Therefore, SoCalGas believes that a customer’s prior year usage would better determine the monthly balancing tolerance than the MDQ.  The balancing provisions do provide the customer with the flexibility to adjust its prior year usage to reflect the forecasted load growth or reduction from the prior year.  SoCalGas asserts that its proposed change to the exemplary tariff to implement D. 01-08-020 is the only practical manner to address the Commission’s decision to allow customers to take peaking service without specifying a MDQ.

We agree with SoCalGas.  Since we have adopted an interruptible tariff that was not originally included in the exemplary tariffs submitted by SoCalGas in its application, we need to alter the implementation of the balancing provision we adopted in D. 01-08-020.  Since customers who take interruptible service will not specify an MDQ, using the MDQ for determining balancing tolerances will result in the latter being zero.  In addition, since any customer may opt to take interruptible service from SoCalGas, we cannot prescribe that the MDQ should be used for the calculation of balancing tolerances for those customers who sign up for firm peaking service.  

We adopt the method for calculating balancing tolerances proposed by SoCalGas in AL 3052.   When customers believe that adjustments to prior year usage need to be made, these adjustments should be discussed with SoCalGas.  We will expect SoCalGas to coordinate adjustments with customers, and make reasonably verifiable adjustments.  We believe this method should be adequate for implementing the peaking tariff at this time.  As we stated in D. 01-08-020, “Given the current volatile nature of the natural gas and electric generation markets, we will monitor carefully the effectiveness of the cost based peaking rate we adopt today.… If necessary, we will revise the charge after sufficient time and experience with this tariff. “

Customer Class Specific Peaking Rates

The Interstate Pipelines and Watson claim that, although D. 01-08-020 adopts a peaking tariff by customer class, SoCalGas has not developed rates for certain sub-classes of Commercial and Industrial (C&I) and Electric Generation (EG) customers.  The Interstate Pipelines and Watson point out that SoCalGas has distinct standard tariff rates for transmission-level and distribution-level commercial and industrial customers, as well as for large and small electric generation customers.  The Interstate Pipelines and Watson argue that the primary purpose of these standard tariff distinctions is to recognize that transmission level customers are mostly served directly from SoCalGas’ transmission systems, and thus are allocated little or none of the utility’s distribution system costs.  Watson and the Interstate Pipelines submit that it was the Commission’s clear intent in D. 01-08-020 to reflect such transmission level versus distribution level rate distinctions in the new peaking rates, just as they are reflected in SoCalGas’ standard tariff rates.  Otherwise, Watson and the Interstate Pipelines argue, peaking customers served from the transmission system will have to bear an undue allocation of distribution system costs.  

In its response, SoCalGas argues that D. 01-08-020 does not attempt to further disaggregate customers into sub-classes.  In addition, SoCalGas notes that throughout the course of the proceeding, no party - including ORA, which advocated customer-class specific rates - provided any information to further segregate peaking service rates.  In fact, SoCalGas states, the information presented in the case does not allow for a further segregation of the rates that Watson is now requesting for the first time.  

We agree with the protestants.   It may be true that in A.00-06-032 no party proposed the level of customer class disaggregation that Watson and the Interstate Pipelines now suggest.  However, in D.01-08-020 we clearly indicated

our intention.  We stated:

“The demand charge for firm peaking service should be customer-class specific.  As ORA points out, an average peaking rate applied to the entire noncore class has the effect of assigning distribution costs to transmission-only level customers, such as industrial and electric generation customers, resulting in those customers contributing for costs they do not cause.  The customer-class specific approach is consistent with the SoCalGas standard tariff, which separates the noncore class into specific groups, including Commercial and Industrial, Electric Generation, and Wholesale. “  (D.01-08-020, pg. 24)

The above statement clearly indicates that: 1) we did not intend for certain customers to contribute for costs that they do not cause, and 2) our adopted customer-class specific approach should be consistent with the SoCalGas standard tariff.  The SoCalGas standard tariff includes sub-classes of C&I and EG customer groups.  SoCalGas should develop peaking service tariffs for customer classes consistent with the level of disaggregation of its standard full requirements tariff. 

We will therefore grant the protest of Watson and the Interstate Pipelines on this issue.

Calculation of the Interruptible Rate
Watson alleges that SoCalGas incorrectly calculates the interruptible peaking service rate because the utility sets the volumetric component of the interruptible peaking rate at 150% of the total average rate for C&I, EOR, and EG customers, and for each wholesale customer including the customer costs.  Thus, Watson argues, SoCalGas’ proposed interruptible peaking rates will recover 250% of the customer related costs for each class – 100% in the monthly customer charge and an additional 150% in the volumetric rate.  Watson believes this is a simple error in the calculation of the interruptible peaking rates. Watson agrees that D. 01-08-020 allows SoCalGas to set the interruptible peaking rate at 150% of SoCalGas’ default tariff rate at 100% load factor.  However, the monthly customer charge portion of the rate includes 100% of SoCalGas’ customer costs; thus, the volumetric portion of the interrptible peaking rate should include no more than an additional 50% of SoCalGas’ customer-related costs.  Watson notes that when SoCalGas calculates the demand charge for firm peaking service it carefully and correctly removes fully scaled customer-related costs from the demand charge, in order to avoid collection of these costs twice. Watson recommends that SoCalGas should be directed to do the same – remove 100% of fully scaled customer-related costs – from its calculation of the volumetric portion of interruptible peaking rates.

In its response, SoCalGas quotes D. 01-08-020, which states, “To provide partial service customers with an incentive to select an MDQ high enough to meet their needs, an overrun charge will be applied to all volumes in excess of a customer’s MDQ.  The overrun charge will be 150% of the default tariff.  Volumes in excess of a customer’s MDQ will be considered interruptible and customers will have no assurance that capacity in excess of the reserved MDQ will be available.”  (D.01-08-020, pg. 25)  SoCalGas also quotes page 27 of D. 01-08-020, which states, “We will adopt an interruptible rate at 150% of SoCalGas’ default tariff rate at 100% load factor.” 

Watson is correct in stating that the default tariff used by SoCalGas in calculating the interruptible rate includes customer costs.  However, the interruptible rate, set at 150% of the default rate, is not strictly a cost-based rate.  The interruptible rate is meant to reflect a premium service and potentially significant swings in customer demand.   In D.01-08-020, we noted that even Watson’s own proposal, i.e. setting the interruptible rate at 120% of the peaking demand charges at 100% load factor, was “somewhat arbitrary”.   SoCalGas is correct in setting the interruptible peaking tariff at 150% of the default tariff rate, as we required in D.01-08-020.

The protests to AL 3052 are denied, except as provided above.  

Modified Peaking Service Rates Are Required

In addition to granting the protest of Watson and the Interstate Pipelines on the issue of the level of disaggregation of peaking service rates for certain sub-classes of C&I and EG customer groups, we note a minor correction that needs to be to the peaking tariffs proposed by SoCalGas in AL 3052.  This correction involves the volumetric rate portion of the firm peaking service rate.  The volumetric rate includes the costs associated with company use transmission fuel, among other costs.  We found that, in developing its firm peaking service rate, SoCalGas failed to properly adjust the volumetric portion of the rate to account for the scaling costs associated with company use transmission fuel. 

Finally, we note that, in the months since AL 3052 was filed, SoCalGas has made several rate changes that affect peaking service rates.  SoCalGas should re-file its peaking service rates with an advice letter to reflect these changes, as well as the above modification.  The tariffs included with that advice letter will become effective upon completion of the Energy Division’s review. 

In D.01-12-018, the Commission adopted with modifications the “Comprehensive Settlement Agreement” (CSA) applicable to SoCalGas and San Diego Gas & Electric Company.   When the CSA is implemented, it will be necessary to again modify peaking service rates.

Comments

Public Utilities Code section 311(g)(1) provides that this resolution must be served on all parties and subject to at least 30 days public review and comment prior to a vote of the Commission.  Section 311(g)(2) provides that this 30-day period may be reduced or waived upon the stipulation of all parties in the proceeding.  

The 30-day comment period for the draft of this resolution was neither waived nor reduced.  Accordingly, this draft resolution was mailed to parties for comments, and will be placed on the Commission's agenda no earlier than 30 days from the mailing date.

Findings

1. D.01-08-020, issued August 2, 2001, adopted a cost-based peaking service tariff for customers in SoCalGas’ territory.  

2. In compliance with OP 3 of D. 01-08-020, SoCalGas filed its peaking service tariff on August 13, 2001.

3. The Interstate Pipelines, Calpine, Aera and Texaco, and Watson protested AL 3052 on September 4, 2001.  

4. SoCalGas filed a response to the protests on September 12, 2001.

5. Aera and Texaco believe that the applicability of the proposed peaking service tariff is too broad, given that D. 01-08-020 does not specifically require SoCalGas to apply the tariff to gas arrangements previously exempt from the RLS tariff.

6. To expect customers who were exempt from the provisions of the RLS tariff to be exempted indefinitely from applicability of the peaking service tariff is unreasonable.  

7. Such a blanket exemption would be discriminatory towards new customers who sign up for service from alternative service providers and are therefore subjected to provisions of the peaking tariff. 

8. It is reasonable for the utility to require a copy of the service agreement in order to ensure that the correct customers obtain exemption from the peaking tariff.  Without such a procedure, the utility would have no way of checking if only the eligible customers are receiving exemptions, thereby creating a situation in which the utility might be accused of discriminatory practices towards other customers.

9. Calpine recommends that SoCalGas should modify its Schedule GT-PS so that it applies only to a noncore customer who uses an interstate pipeline for baseload service and returns to the SoCalGas system for peaking load service. 

10. Changing the language of the tariff as suggested by Calpine could result in unnecessary debates between the utility and the customers about the definition of baseload service and peaking service.

11. Calpine’s recommendation to apply SoCalGas’ peaking tariff only to noncore customers who use interstate pipelines for baseload service and return to SoCalGas for peaking service is unreasonable.

12. The Interstate Pipelines protest Special Condition 9 of SoCalGas’ proposed GT-PS tariff, alleging that it improperly requires physical disconnection of a customer from an alternative service provider as a condition of returning to full requirements service, even though the customers take no service from an alternative service provider.

13. It is reasonable for SoCalGas to require physical disconnection of a customer from an alternative supplier as a condition of returning to full requirements service.

14. The Interstate Pipelines protest proposed balancing provisions on page 5 of 8 of the GT-PS tariff which would determine a monthly balancing tolerance for each customer using the customer’s recorded usage from the same month of the previous year.  

15. The Interstate Pipelines propose that a customer’s maximum daily quantity (MDQ) for firm peaking service multiplied by 31 days should be the relevant amount used to calculate the balancing tolerance for monthly usage. 

16. Since customers who take interruptible service will not specify an MDQ, there would be no basis for determining the proper balancing tolerance for customers who take interruptible service.

17. It is reasonable for SoCalGas to use the method it proposes in AL 3052 for the calculation of balancing tolerances.

18. The Interstate Pipelines and Watson argue that SoCalGas should develop peaking service tariffs for sub-classes of C&I and EG customers. 

19. In D.01-08-020, we clearly indicated that the peaking service tariff should not have the effect of assigning costs to customers that do not cause those costs.

20. In D.01-08-020 we indicated that our customer-class specific approach is consistent with the SoCalGas standard tariff.

21. Watson protests SoCalGas’ calculation of its interruptible peaking rate, stating that SoCalGas’ method in calculating the interruptible rate over-recovers customer costs.

22. In D.01-08-020, we required that the interruptible rate be 150% of the SoCalGas default tariff at 100% load factor.  Our decision to adopt 150% was an arbitrary choice, but was meant to adequately reflect the potential swings in customer demand.

23. The protest of the Interstate Pipelines and Watson regarding the level of disaggregation of peaking service rates for customer classes should be granted.

24. The protests filed by all parties related to all other issues should be denied.

25. SoCalGas should adjust the volumetric portion of the firm peaking service rate to account for the scaling costs associated with company use transmission fuel. 

26. SoCalGas rate changes made since AL 3052 was filed affect the peaking service rates.

27. SoCalGas should file an advice letter to reflect peaking service rates that incorporate the above modifications and that are based on current transportation rates.   

Therefore it is ordered that:

1. SoCalGas’ proposed peaking service tariffs submitted with AL 3052 shall be modified. 

2. The protest of the Interstate Pipelines and Watson with regard to the level of disaggregation of peaking service rates for certain sub-classes of C&I and EG customer groups is granted.

3. The protests of the Interstate Pipelines, Watson, Calpine, and Aera and Texaco on all other issues are denied.    

4. SoCalGas shall submit an advice letter within 15 days of the effective date of this resolution to reflect peaking service rates that: a) are based on current transportation rates, b) account for the scaling costs associated with company use transmission fuel in the firm peaking service volumetric rate, and c) are assigned to customer classes consistent with the SoCalGas standard full requirements tariff.  

5. 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 June 6, 2002; the following Commissioners voting favorably thereon:







 _____________________









 WESLEY M. FRANKLIN







 

       Executive Director

�  In D.01-08-020, FOF #2 states: “A peaking rate is the tariff charged to a noncore customer who uses an interstate pipeline for baseload service, and returns to the SoCalGas system for peakload service.”





1
17

