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RESOLUTION

Resolution G-3305.  Sempra Energy, on behalf of Southern California Gas Company (SoCalGas), requests approval of revisions to SoCalGas’ tariff schedules and an amendment to the California Wholesale Gas Transportation and Storage Service Agreement between SoCalGas and Southwest Gas Corporation (SWG).  SoCalGas’ request is approved.  

By Advice Letter 2951 Filed on August 24, 2000. 

__________________________________________________________

Summary

In Advice Letter (AL) 2951, Sempra Energy, on behalf of SoCalGas, requests authority to revise SoCalGas’ rates applicable to SWG, and to amend the SoCalGas gas transportation service contract with SWG.  SoCalGas requests approval of: 1) a SWG rate derived from the cost allocations and volumes approved by the Commission in Decision (D.) 00-04-060, and 2) a contract amendment to allow SWG the right to enter into annual pre-arranged deals for SoCalGas’ pipeline capacity on El Paso Natural Gas (EPNG) pipeline capacity at 100% of the as-billed rate charged to SoCalGas by EPNG.   The contract amendment would allow SWG to receive a credit for such costs against its annual Interstate Transition Cost Surcharge (ITCS) payments to SoCalGas. 

This Resolution approves Advice Letter 2951.  The proposed contract amendment would allow SWG to obtain firm interstate pipeline capacity for its southern division, offset its ITCS payments for the costs it incurs, and thereby lower its gas costs.  Southwest Gas primarily serves core customers in its southern division.  The proposed amendment does not harm other SoCalGas customers.  

The contract amendment would also lower SoCalGas’ transportation rates applicable to SWG, allowing SWG to lower its own transportation rates.

The Office of Ratepayers Advocates (ORA) protested AL 2951, saying that the ITCS crediting mechanism discriminated against other SoCalGas noncore customers since the mechanism may have been offered only to SWG.  ORA recommended that the Commission reject the ITCS crediting mechanism, and suggested that SoCalGas file an application for an open season for a similar offer.

SoCalGas responded to ORA’s protest by stating that any negotiation with one customer involves an element of discrimination, but that the discrimination is this case is not undue and the appropriate issue is whether the amendment is in the public interest.   SoCalGas also says that an application for an open season is not appropriate in this case, given the varying circumstances of negotiations with different customers in different situations that SWG. 

This Resolution denies ORA’s protest.  SoCalGas mailed Advice Letter 2951 to its noncore customers and posted it on SoCalGas’ website.  The Commission noticed Advice Letter 2951 on its calendar.  We do not find adequate justification for an open season, and we believe the contract amendment is in the public interest.  

Background

Decision (D.) 93-07-052 approved a Wholesale Agreement requiring SoCalGas to provide full requirements wholesale intrastate natural gas transportation and storage service to SWG. 

Resolution G-3157, dated January 24, 1995, approved Amendment 1 to the Wholesale Agreement that gave SWG a discount from the existing negotiated wholesale transmission rate for transportation quantities delivered by SWG to its system.   

On July 31, 2000 SoCalGas and SWG agreed to again amend the Wholesale Agreement.  This Amendment would change the existing negotiated transportation rate to the GW-SWG Tariff rate approved by the Commission in D.00-04-060.  

On August 24, 2000, Sempra Energy, on behalf of SoCalGas, filed AL 2951 requesting that the Commission approve: 1) a rate change applicable to SWG transportation service, and 2)  a contract amendment with SWG.  

This Amendment provides SWG the option of an Annual Interstate Transition Cost Surcharge (ITCS) Crediting Mechanism.  The Annual ITCS Crediting Mechanism gives SWG the right to enter into annual pre-arranged deals for SoCalGas’ capacity on El Paso Natural Gas Company’s pipeline at 100% of the as-billed rate charged to SoCalGas by El Paso.  SoCalGas will then provide SWG a credit in the amount of El Paso’s as-billed rate against SWG’s annual ITCS payments.  

The maximum annual credit will be equal to the amount of ITCS paid by SWG to SoCalGas during that year.  SWG may use the interstate pipeline capacity or re-release it in accordance with the tariffs of El Paso and SWG shall be entitled to keep any revenues from re-release.  Credits that exceed SWG’s monthly ITCS payment will carry over to the following month.  If at the end of the annual period, the credit for the last month in that annual period exceeds the monthly ITCS payment, but not the total annual ITCS payments for the period, SoCalGas will credit the balance to the first ITCS payment made in the next annual period.  SWG’s right to use or re-release SoCalGas’ El Paso capacity shall begin on the date that El Paso posts the notice of the particular pre-arranged deal on its electronic bulletin board.  

The proposed amendment also reduces the existing negotiated transportation rate for SWG.  The rates proposed are based on the cost allocations and volumes approved by D.00-04-060, in SoCalGas’ 1999 Biennial Cost Allocation Proceeding (BCAP). 

Notice 

Notice of AL 2951-G 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. 

Protests

The Office of Ratepayer Advocates (ORA) filed a protest on September 13, 2000 recommending that the Commission deny SoCalGas’ proposed contract amendment.  

ORA expressed concern with the preferential treatment afforded to SWG by the amendment.  The option for acquiring SoCalGas’ rights to El Paso capacity in exchange for a credit to ITCS payments may not be available to other SoCalGas noncore customers.  ORA stated:  

“It is discriminatory to offer capacity rights to a single customer in exchange for a credit to ITCS payments.  This arrangement is particularly favorable given the current capacity market.  Capacity availability is constrained and rates are typically at the full-as-billed tariffs charged by the interstate pipeline companies.”  

ORA recommended: 

“If SoCalGas is interested in brokering its pipeline capacity rights in this manner, it should file an application which requests an open season, or other options that are available to all noncore customers, rather than giving the preferential opportunity solely to Southwest.  As a matter of policy, SoCalGas should broker all of its noncore capacity on a monthly basis.”  

Finally, ORA recommends that the Commission reject SoCalGas’ request for an Amendment to its Wholesale Agreement with SWG.

SoCalGas’ Response
On September 20, 2000 SoCalGas filed a response to ORA’s protest and presented its arguments for denying ORA’s protest.  SoCalGas stated: 

“Any time a utility negotiates a different term or provision with one customer vis a vis another there is an element of discrimination involved.  The Commission, however, is empowered to approve different contract language for different customers as long as any resulting discrimination is not “undue” within the meaning of applicable case law and Commission decisions.  The issue in this Advice Letter is not whether all other noncore transportation customers should be able to negotiate similar terms and provisions as SWG, but rather whether the proposed Amendment to the Wholesale Agreement is in the public interest.  Southwest Gas is further distinguished from other noncore customers in that it is itself a regulated public utility, serving primarily core residential customers.  

The proposed Amendment to the Wholesale Agreement will permit SWG to remain a wholesale customer of SoCalGas customers through the transportation revenues SWG provides to SoCalGas.  The particular provision to which ORA objects will not harm any other customers, since SWG will simply receive a credit in the exact amount by which any subscription by SWG to capacity on the system of El Paso Natural Gas Company will reduce Interstate Transition Cost Surcharge amounts generally.  Southwest currently does not hold any such interstate capacity.  Accordingly, the Amendment is in the public interest and should be approved.  

ORA recommends that SoCalGas submit an Application to make this option available to other noncore customers.  SoCalGas does not believe that such an Application is appropriate, given the varying circumstances of negotiations with different customers in different circumstances than SWG.  If the Commission believes that other noncore customers should be provided the same option the Amendment would provide to SWG, SoCalGas would have no objection to the Commission addressing this in any appropriate proceeding currently pending before the Commission, or upon the Commission’s own motion.”    

Discussion

SoCalGas requests approval of: 1) revisions to the rates applicable to SWG, and 2) an ITCS crediting amendment to the wholesale gas and transportation contract between SoCalGas and SWG.  The revised rates are derived from the cost allocations and volumes approved by the Commission for SoCalGas in Decision (D.) 00-04-060.  The contract amendment basically provides a means for SWG to obtain and pay for SoCalGas capacity on EPNG’s pipeline, when available,  at 100% of the as-billed rate charged to SoCalGas by EPNG, and receive a credit for those costs against SWG’s ITCS payments.
  SoCalGas’ proposal does no harm to any other SoCalGas customer, would result in lower SWG transportation rates, and may result in lower gas costs for SWG’s customers in the southern division.   

The revised SoCalGas rates applicable to SWG are a reduction from SoCalGas’ current SWG transportation rates.  The SoCalGas rate reduction will allow SWG to reduce its own transportation rates.

 The ITCS crediting mechanism basically provides a means for SWG to obtain and pay for SoCalGas capacity on EPNG’s pipeline, when available, and receive a credit for these costs against SWG’s Interstate Transition Cost Surcharge payments.  The ITCS crediting mechanism could allow SWG to obtain and use available SoCalGas firm EPNG capacity to serve its existing southern division customers, who are predominantly core customers, rather than purchase high-priced border gas.   SWG does not currently have firm interstate pipeline capacity to serve its southern division, and is purchasing gas for that division entirely at the southern California border.  Prices at the border have been much higher than the cost of southwest basin gas plus interstate transport costs.   SWG’s ITCS payments would also be reduced.   

The ITCS crediting mechanism should not impact the cost borne by other SoCalGas customers since, as SoCalGas states, “SWG will simply receive a credit in the exact amount by which any subscription by SWG to capacity on the system of El Paso Natural Gas Company will reduce Interstate Transition Cost Surcharge amounts generally.” 

ORA contended that the contract amendment is discriminatory and recommended that SoCalGas file an application requesting an open season.  We note that SoCalGas distributed Advice Letter 2951 to 25 public and municipal utilities and public agencies.  The Commission noticed Advice Letter 2951 on its calendar and SoCalGas posted the advice letter on its website.  We think this is sufficient notice to parties that may be interested in the SWG contract amendment.  No customers filed protest.  In addition we are sending Resolution G-3305 out for comment.  We do not believe that the ITCS crediting mechanism is unduly discriminatory and that SoCalGas should conduct an open season.  Further, we believe that the contract amendment as a whole is in the public interest.

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, the proposed resolution of the Energy Division in this matter was mailed to the parties on April 24, 2001 in accordance with PU Code 311(g).  Comments were filed by________ on__________.  Reply comments were filed by________ on __________.

Findings

1. SoCalGas filed Advice Letter 2951 for approval of an amendment to an existing transportation service contract with SWG.  

2. ORA filed a protest asserting that the offer of an ITCS crediting mechanism only to SWG is discriminatory against other noncore customers.  

3. SoCalGas distributed Advice Letter 2951 to 25 public and municipal utilities and public agencies and posted the advice letter on its website.  Notice of the advice letter was also made on the Commission’s Daily Calendar.  No party other than ORA filed a protest.  

4. There is inadequate justification for an open season for the ITCS crediting mechanism.  

5. The contract amendment would not affect the costs borne by SoCalGas customers other than SWG.

6. The contract amendment as a whole is in the public interest and is not unduly discriminatory.                                                  

7. We should deny ORA’s protest.  

8. The contract amendment would provide SWG with an opportunity to obtain firm EPNG interstate pipeline capacity at 100% of the as-billed rate.  The contract amendment would also allow for a reduction in ITCS payments to SoCalGas.   

9. SWG serves predominately core customers, and currently purchases gas at the southern California border for those customers.  Gas prices at the southern California border are currently much higher-priced than prices in southwest basins plus interstate transport costs.

10. The opportunity to obtain El Paso capacity may help Southwest Gas to lower its gas costs.  

11. The contract amendment would also provide for a transportation rate reduction for SWG.

12. We should approve SoCalGas’ Advice Letter 2951. 

Therefore it is ordered that:

1. Advice Letter 2951 is approved.   

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 May 24, 2001; the following Commissioners voting favorably thereon:







 _____________________









 WESLEY M. FRANKLIN







 

       Executive Director

As a practical matter, SWG may get little discount on its interstate transportation costs with the credit against ITCS payments.  SoCalGas’ ITCS costs are becoming relatively low due to high demand for interstate pipeline capacity.
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