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ASSIGNED COMMISSIONER’S RULING

1. Summary

By this application, Southern California Gas Company (SoCalGas) seeks authority to dispose of its West Montebello gas storage field (Montebello) in accordance with the terms of an all-party settlement (Settlement) filed on November 11, 2000.  Environmental review of the application is pending and comments on the draft Mitigated Negative Declaration (MND) were received on April 18, 2001.  Because market dynamics have changed significantly since the fourth quarter of last year, this ruling directs SoCalGas and other signatories to the Settlement to respond to the questions in the appended Attachment.

2. Procedural Background

Briefly, this application is the successor to Application (A.) 98-01-015, which the Commission dismissed without prejudice in Decision (D.) 99-09-068.  The dismissal was issued several months after the Commission opened Investigation (I.) 99-04-022 to examine the accuracy of information SoCalGas had supplied the Commission about Montebello, including Montebello’s current and anticipated future usefulness to the utility and its ratepayers.  In D.00-02-024 the Commission modified and clarified D.99-09-068, but denied rehearing.

The Commission deferred consideration of this application, which SoCalGas filed together with its Proponent’s Environmental Assessment (PEA) on April 20, 2000, until it had closed I.99-04-022.  As SoCalGas explained at the prehearing conference (PHC) held on October 30, 2000, its preferred course of action had shifted from disposal of the Montebello facility by auction to the procedure previously suggested by the Office of Ratepayer Advocates (ORA):  withdrawal and sale to the market of the working gas and cushion gas at Montebello; salvage of other utility property on the site; and ultimately, sale of the abandoned property.  SoCalGas further explained that this alternative approach essentially mirrors the process, described in the application/PEA, that the utility anticipated pursuing if no auction bids exceeded its predetermined, sealed, minimum bid.  The other parties at the PHC indicated general agreement with this proposal but various ratemaking differences remained among them. 

On November 11, 2000, SoCalGas filed a motion requesting adoption of the Settlement and confirmed the narrowed scope of the application and PEA for the purposes of environmental review.  In addition to SoCalGas, the signatories to the Settlement include ORA, The Utility Reform Network, the Southern California Edison Company, and the Southern California Generation Coalition.  The Settlement is unopposed.

3. Discussion

The Settlement focuses on three major issue areas:  the process for salvage and sale; ratemaking treatment; and the removal of costs from authorized margin and rates.  The parties fashioned their proposed resolution of these issues nearly six months ago and during the interim period, market dynamics and expectations about future dynamics have changed.  Discussion and comment in the contemporaneous gas proceedings at the Commission (e.g. Rulemaking (R.) 01-03-023 into gas curtailment and storage; the Energy Division’s workshop on California’s natural gas infrastructure), together with a recent SoCalGas’ filing (A.01-04-007, which concerns a proposal to sell cushion gas and then expand facilities at the Aliso Canyon and La Goleta natural gas storage fields), have reinforced my concerns about increases and projected increases in natural gas prices, limitations on available transmission capacity, and utilization of available storage.  I wish to ensure that the Commission has a complete and current record upon which to assess the merits of the Settlement or to fashion an alternative proposal.  In consideration of the foregoing and after review of Rule 51.7, which provides guidance on rejection of stipulations and settlements, I am soliciting additional information.  

In particular, I note the following:

· Section 1.1 of the Settlement provides that “[c]ushion gas withdrawn from storage would be sold by SoCalGas on the open market (such as to marketers of gas) at market price.” (Settlement, p. 2.)  The Settlement does not otherwise specify how SoCalGas might use Montebello cushion gas.  SoCalGas has recently indicated to the Commission that it may have difficulty injecting adequate gas supply into its remaining storage fields this spring, summer, and fall.

· Section 2.1 of the Settlement proposes an equal allocation between ratepayers and shareholders of the gain on sale of all SoCalGas property, including working gas.  Appendix A of the Settlement, entitled Montebello Salvage/Abandonment Analysis, estimates the total value of this property at $22.6 million.  This estimate is based on natural gas prices, which are much lower than current market prices.  Current southern California border prices are roughly three to four times the prices assumed in Appendix A.

These two broad observations invite a number of more specific questions which I have listed in the Attachment appended to this ruling.  I direct the parties to this proceeding to respond to these observations and the related questions, in writing, in accordance with the schedule set out below.  Any factual assertions, which rely on matters not already part of this record, must be supported by declaration in accordance with California law.  In addition, I direct the parties to update all figures in Appendix A to the Settlement, and to file those concurrently with the date for filing initial comments.

4. Schedule

While the Commission cannot act on the Settlement, or an alternative to it, until environmental review of the application/PEA has been completed in compliance with the California Environmental Quality Act, it appears that a final MND will soon be available.  It is my intention, if possible, to offer a draft decision on this application to the Commission on the May 24, 2001 agenda.  Therefore, parties are directed to file and serve initial comments on or before May 3, 2001; reply comments, if appropriate, are due on May 7.  The electronic service protocols established for this proceeding will facilitate the short timeline for solicitation of the additional information required to resolve this docket.

IT IS RULED that:

1. 
As directed herein, the parties to this proceeding are to respond to this ruling, including the questions in the appended Attachment, and to update Attachment A to the Settlement.

2.   In accordance with the electronic service protocols established for this proceeding, initial comments shall be filed and served on or before May 3, 2001 and reply comments, by May 7.

Dated April 25, 2001, at San Francisco, California.



/s/ HENRY M. DUQUE



Henry M. Duque

Assigned Commissioner

ATTACHMENT

1. What prices would SoCalGas be able to obtain “on the open market” at this time?  

2. Are SoCalGas’ receipt points operating at or near full capacity?  What is SoCalGas’ forecast for demand and receipts for the upcoming year?  What is the likelihood that gas curtailments will occur on the SoCalGas system during the upcoming year?

3. If SoCalGas receipts points are expected to operate at or near full capacity, will this tend to keep southern California border prices high?

4. Will SoCalGas’ core storage be filled to 70 Bcf by November 1, 2001 under SoCalGas’ current forecast?  If not, will core customers have adequate storage for the 2001-2001 winter?  Could this lead to earlier imposition of more strict winter daily balance requirements for noncore customers?

5. Should SoCalGas be required to sell some of the cushion gas directly to core customers? 

6. If cushion gas was sold to core customers, would SoCalGas’ Gas Acquisition Department essentially be required to pay a southern California border price for that gas?  Would it be appropriate to sell some of the cushion gas to core customers at less than the southern California border price, e.g. at the core WACOG?

7. Should SoCalGas be required to store the withdrawn Montebello cushion gas in its other storage fields? If so, how much cushion gas should be stored, and how long should the gas be stored?

8. Is the proposed 50/50 sharing of the net after-tax gain on sale of the cushion gas reasonable in light of current gas prices?  Should SoCalGas have a shareholder incentive to maximize the sales price of cushion gas on the open market in view of already-high gas prices?

9. Do the Settlement provisions, including this sharing ratio, properly balance SoCalGas ratepayers’ interests in ensuring the best use of the Montebello assets with shareholder interests in maximizing profits from the sale of cushion gas during the next year?

10. Please comment on the “used and usefulness” of Montebello in light of the current market and the market forecasts for the next summer, fall, and winter seasons.  Do these factors suggest SoCalGas should continue to hold Montebello as an operating, or potentially operating, storage facility? 

11. Please comment on whether the Settlement should be amended to require expansion of SoCalGas’ other gas storage fields before Montebello may be abandoned (e.g. until the other storage fields are expanded, should gas withdrawals at Montebello be confined to those which will not impair the viability of the storage facility). 

(END OF ATTACHMENT)

CERTIFICATE OF SERVICE

I certify that I have by mail this day served a true copy of the original attached Assigned Commissioner’s Ruling on all parties of record in this proceeding or their attorneys of record.

Dated April 25, 2001, at San Francisco, California.

/s/ ERLINDA PULMANO

Erlinda A. Pulmano

NOTICE

Parties should notify the Process Office, Public Utilities Commission, 505 Van Ness Avenue, Room 2000, San Francisco, CA  94102, of any change of address to insure that they continue to receive documents. You must indicate the proceeding number on the service list on which your name appears.

* * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * * *

The Commission’s policy is to schedule hearings (meetings, workshops, etc.) in locations that are accessible to people with disabilities. To verify that a particular location is accessible, call: Calendar Clerk (415) 703-1203.

If specialized accommodations for the disabled are needed, e.g., sign language interpreters, those making the arrangements must call the Public Advisor at (415) 703‑2074 or TTY# 1-866-836-7825 or (415) 703-5282 at least three working days in advance of the event.

� Unless otherwise indicated, all subsequent citations to rules refer to the Rules of Practice and Procedure which are codified at Chapter 1, Division 1 of Title 20 of the California Code of Regulations, and all subsequent citations to sections refer to the Public Utilities Code.
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