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RESOLUTION

Resolution G-3333.  Southern California Gas Company (SoCalGas) submits tariff revisions related to its Core Aggregation Transportation (CAT) program, in compliance with Decision (D.) 01-12-018.  SoCalGas’ Advice Letter (AL) 3105 is approved, with changes to the tariff rates made effective on May 1, 2002.

By Advice Letter 3105 filed on January 2, 2002. 

__________________________________________________________

Summary

Decision (D.) 01-12-018, mailed on December 17, 2001, approved a modified version of the Comprehensive Settlement Agreement (CSA), and ordered SoCalGas to file an AL within 15 calendar days from the effective date of D. 01-12-018, reflecting the corresponding changes resulting from the approval of the settlement.  We ordered SoCalGas to file an AL that reflected the changes to tariffs resulting from the unbundling of core interstate pipeline capacity charges, to be effective by February 1, 2002.

SoCalGas filed AL 3105 on January 2, 2002, requesting these changes.  On January 22, 2002, TXU Energy and ACN Energy filed protests pertaining to AL 3105, stating that SoCalGas had misinterpreted one aspect of the CSA when implementing the order to unbundle core interstate pipeline capacity charges in D. 01-12-018.

The protestants believe that Core Transport Agents (CTAs) should have the option to voluntarily secure, through SoCalGas, firm interstate pipeline capacity rights at the as-billed rate for all or some portion of the interstate capacity needed to service core customers participating in the CAT program.  

In its January 29, 2002 response to these protests, SoCalGas claimed that the AL 3105 filing is in full compliance with the CSA.  SoCalGas cited Section 5.3.3.2 in the CSA which states that “SoCalGas shall release in the secondary market an amount of core interstate capacity proportional to the percentage of core market demand served by CTAs”, as proof of its compliance. 

Section 5.3.3.2 of the CSA unequivocally supports SoCalGas’ proposed implementation strategy as SoCalGas sets forth in AL 3105.  Section 5.3.3.2 clearly indicates that SoCalGas should release, in the secondary market, the interstate capacity that formerly would have been available to CTAs.  There is no indication in the CSA that an exception to this release was anticipated.

Consequently, Section 5.3.3.2 overrides any unstated intent that may be inferred from the language of the CSA, including the inference that, since the CSA did not specifically deny CTAs the option to voluntarily secure firm interstate pipeline capacity through SoCalGas at the as-billed rate, CTAs should have this option. Section 5.3.3.2 left no room for interpreting the CSA any other way.

The protestants are incorrect in their assertion that AL 3105 is neither in compliance with the language of the CSA, nor with the Commission’s intent when approving the CSA.  

We find that SoCalGas’ AL 3105 is in compliance with D. 01-12-018.  SoCalGas should implement changes to its tariff rates on May 1, 2002.

Background

On January 21, 1998, the Commission opened Rulemaking (R.) 98-01-011 in order to consider reforms that would promote competition in California’s natural gas industry for the benefit of all California natural gas consumers.  The most promising of these reforms were identified on July 8, 1999, in D. 99-07-015.

Order Instituting Investigation (I.) 99-07-003, also issued on July 8, 1999, ordered parties to prepare detailed cost-benefit analyses for each of these potential reforms.

On April 17, 2000, SoCalGas, San Diego Gas and Electric (SDG&E), and other parties filed the CSA in I. 99-07-003.

D. 01-12-018, mailed on December 17, 2001, approved the CSA with modifications, and ordered that SoCalGas file an AL within 15 calendar days from the effective date of D. 01-12-018.  SoCalGas was ordered to file an AL implementing changes to SoCalGas’ rates that resulted from the unbundling of core interstate pipeline capacity, to be effective on February 1, 2002, unless the Energy Division rejected this AL.

In compliance with D. 01-12-018, SoCalGas filed AL 3105 on January 2, 2002 to: 1) unbundle interstate pipeline capacity charges, 2) allocate stranded costs resulting from the unbundling of core interstate pipeline capacity equally between core and noncore customers, 3) reduce the minimum therm requirement to be a CTA on the CAT program, 4) eliminate the 10 percent cap on core market CAT program participation, 5) recover, in rates, $2.0 million per year, plus related franchise fees and uncollectible expenses, and 6) move all procurement related costs from its procurement customer’s natural gas transmission rates to the natural gas procurement rates.  

Notice 

Notice of AL 3105 was made by publication in the Commission’s Daily Calendar.  SoCalGas states that a copy of the AL was mailed and distributed in accordance with Section III-G of General Order 96-A. 

Protests

SoCalGas’ Advice Letter AL 3105 was timely protested by TXU Energy and ACN Energy on January 22, 2002.

TXU Energy

TXU Energy believes that the manner in which SoCalGas proposes to implement core interstate pipeline capacity unbundling in AL 3105 is neither in compliance with the language of the CSA, nor is it in compliance with the Commission’s intent when approving the CSA.  TXU Energy states that the CSA does not specifically prohibit CTAs from having the option to voluntarily secure firm interstate pipeline capacity from SoCalGas for all or some portion of the amount of interstate pipeline capacity they require in order to service core customers participating in the CAT program, on an annual basis.

TXU Energy points out that under the CSA, SoCalGas will allow CTAs the option to voluntarily secure unbundled intrastate pipeline capacity, non-reliability storage, and balancing services.  TXU Energy asserts that securing firm interstate pipeline capacity on a voluntary basis, as a result, would be consistent with the Commission’s intent of allowing more options to core customers.  TXU Energy argues that unless core CTAs have the option to secure a proportionate share of firm interstate pipeline capacity, the core CTAs’ options to secure intrastate pipeline capacity, non-reliability storage and balancing services don’t make sense.  

TXU Energy also states that under the Gas Accord, CTAs on the PG&E system have the option of securing firm interstate pipeline capacity in the manner that TXU Energy seeks to secure firm interstate pipeline capacity on the SoCalGas system.  Therefore, TXU Energy argues that the Commission must have intended this same option for CTAs on the SoCalGas system when approving the CSA.

Furthermore, TXU Energy maintains that the unbundling provisions in the CSA were intended to provide core customers with more choices.  Rather than increasing the options core customers have, TXU argues, SoCalGas’ proposed implementation would limit these options if AL 3105 were approved, which TXU Energy feels is counter to the Commission’s intent when it approved the CSA.

Moreover, TXU Energy claims that SoCalGas’ proposal will disrupt TXU Energy’s existing natural gas supply and transportation arrangements that it has already secured through the winter season in order to provide reliable natural gas supply service to its core customers.

Lastly, TXU Energy argues that SoCalGas’ proposal creates a scenario in which stranded interstate pipeline capacity costs will increase unnecessarily due to core interstate unbundling.

ACN Energy
Like TXU Energy, ACN Energy requests that SoCalGas allow CTAs the option of securing firm interstate pipeline capacity, through SoCalGas, for all or some portion of the amount they require in order to service core customers participating in the CAT program.

ACN Energy feels that CTAs serving core customers in the SoCalGas service territory should be given a specific period of time in which to voluntarily secure firm interstate pipeline capacity – similar to the option given to CTAs in PG&E’s service territory.  ACN Energy believes that permitting this option is in the public interest, as it will allow core aggregators of all sizes to have the ability to provide their services at reasonable prices.  

ACN Energy believes that allowing CTAs this option will provide an incentive that will attract even more competitors into the CTA market.  SoCalGas’ proposed implementation of the CSA, ACN Energy argues, will effectively create an anticompetitive environment for the program.

SoCalGas’ Response
SoCalGas responded to the protests of TXU Energy and ACN Energy, on January 29, 2002.

SoCalGas maintains that it is in full compliance with the CSA.  It cites Section 5.3.3 of the CSA which states “…CTAs will be responsible for arranging on their own for the delivery of gas supplies to the SoCalGas system, and will not receive a mandatory assignment of any interstate capacity from SoCalGas,” as proof of its compliance.

Additionally, SoCalGas sites Section 5.3.3.2 which states, “SoCalGas shall release in the secondary market an amount of core interstate capacity proportional to the percentage of core market demand served by CTAs,” as its proof that TXU Energy’s and ACN Energy’s arguments in their respective protests are irrelevant.

SoCalGas believes that if TXU Energy and ACN Energy question the intent of the CSA, a more appropriate step for them to take would be to file “a Petition for Modification or in the Alternative a Clarification with the Commission,” and not protest an AL that is fully in compliance with the CSA.  

Discussion 

TXU Energy believes that SoCalGas’ AL 3105 is neither in compliance with the language of the CSA, nor is it in compliance with the Commission’s intent when approving the CSA.

TXU Energy points out the fact that the CSA does not specifically deny CTAs the option to voluntarily securing interstate pipeline capacity.  TXU Energy also points out that the manner in which SoCalGas proposes to implement the CSA limits the range of core customer choices, rather than enhancing this range – as, TXU Energy argues, was the Commission’s intent when approving the CSA.

Even though the CSA does not specifically deny CTAs the option to voluntarily secure interstate pipeline capacity held by SoCalGas at the as-billed rate, Section 5.3.3.2 unequivocally supports SoCalGas’ proposed implementation strategy as SoCalGas sets forth in AL 3105.

Section 5.3.3.2 of the CSA states, “SoCalGas shall release in the secondary market an amount of core interstate capacity proportional to the percentage of core market demand served by CTAs.”  Section 5.3.3.2. not only specifies the interstate pipeline capacity that SoCalGas is ordered to make available in the secondary market, it also quantifies the amount of interstate pipeline capacity that SoCalGas is ordered to make available in the secondary market, leaving no room for interpretation.

D. 01-12-018 adopted Section 5.3.3 and 5.3.3.2 of the CSA without modification.

Section 5.3.3.2 of the CSA overrides any unstated intent that may be inferred from the language of the CSA, including the inference that, since the CSA did not specifically deny CTAs the option to voluntarily secure firm interstate pipeline capacity through SoCalGas at the as-billed rate, CTAs should have this option.  We consider SoCalGas’ AL 3105 to be in compliance with D. 01-12-018.

TXU Energy further argues that unless core CTAs have the option to secure a proportionate share of firm interstate pipeline capacity, the core CTAs’ options concerning intrastate pipeline capacity, non-reliability storage and balancing services don’t make sense.  

TXU Energy and other CTAs, however, will be able to secure interstate pipeline capacity in the secondary market, and/or purchase natural gas at the California border. Both of these options are currently less expensive than paying the as-billed rate for interstate pipeline capacity. 

TXU Energy’s argument that CTAs on the SoCalGas system should be given the option to secure firm interstate pipeline capacity because PG&E allows CTAs on its system to have this option, and TXU Energy’s stance that SoCalGas’ proposal will unnecessarily increase stranded costs, would be better addressed in a Petition for Modification and not in a protest to an AL that is in compliance with D. 01-12-018.

ACN Energy’s similar arguments that CTAs on the SoCalGas system should be given this interstate pipeline capacity option, ACN Energy’s belief that allowing CTAs this option is in the public interest, and ACN Energy’s assertion that assigning the responsibility of securing interstate pipeline capacity in the secondary market to CTAs creates an anticompetitive environment for CTAs, would also be better addressed in a Petition for Modification and not in a protest to an AL that is in compliance with D. 01-12-018.

In compliance with D. 01-12-018, SoCalGas requests an effective date for the changes set forth in AL 3105 of February 1, 2002.  Upon receiving the protests of TXU Energy and ACN Energy, the Energy Division suspended the effective date of AL 3105 on January 30, 2002.  

The effective date of this resolution is April 4, 2002.  However, SoCalGas should implement the changes to its tariffs set forth in AL 3105 on May 1, 2002, in order to efficiently coordinate these changes with other tariff filings.

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 or 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 today.

Findings

1. SoCalGas filed AL 3105 on January 2, 2002, pursuant to Ordering Paragraph 15 of D. 01-12-018.

2. AL 3105 : 1) unbundles interstate pipeline capacity charges, 2) allocates stranded costs from unbundled core interstate pipeline capacity equally between core and noncore customers, 3) reduces the minimum therm requirement to be a CTA in the CAT program, 4) eliminates the 10 percent cap on core market CAT program participants, 5) recovers in rates $2.0 million per year, plus related franchise fees and uncollectible expenses, and 6) moves all procurement related costs from its procurement customer’s natural gas transmission rates to the natural gas procurement rates.  

3. TXU Energy and ACN Energy protested AL 3105 on January 22, 2002.

4. SoCalGas filed a response to protests on January 29, 2002.

5. SoCalGas’s AL 3105 is in compliance with the CSA.

6. Sections of the CSA adopted in D. 01-12-018 do not provide for CTAs to have the option to voluntarily secure a proportionate share of the interstate pipeline capacity reserved by SoCalGas for the core market.

7. The protests of TXU Energy and ACN Energy are denied without prejudice.

8. The Energy Division suspended the effective date of AL 3105 on January 30, 2002.

9. We should approve AL 3105, with changes to the tariff rates made effective May 1, 2002.

Therefore it is ordered that:
1. AL 3105 is approved with changes to the tariff rates made effective May 1, 2002.
2. 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:
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 WESLEY M. FRANKLIN







 

       Executive Director
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