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Decision sa 11 032 NOV' ,S,1988 
BEFORE THE PtTBLIC UTILITIES COMMISSION OF THE STATE O~ CALIFORNIA 

Order Instituting' Investiqation, on 
the .commiss.ion's own'motion into-'the 
curtailment of utility electric 
c;reneration naturalqas deliveries 
lon the LoS Angeles area. . ' 

) , . 
) : 

I • 

) " I.8:8-08-052' 
l , (Filed August 25~ 1988) 
) , 

---------------------------------,) 
(For appearances see Appendix A.) 

" 

On Auqust 25-, 1988, the Commission issued its Order 
Instituting Investiqation 88-08-052 following the announcement by 
Southern california Gas Company (SoCalGas) on August 1& of 
curtailment of qas service to its utility electric qas (UEG) 
customers. The commission noted that there is an Ul:'qent need to' 
avoid oil-tired qeneration in the Los Angeles Basin during the 
current period of low air quality, implemented limited emergency 
measures to make additional gas available to the electric utilities 
through November 1, 1988, and ordered expedited hearings limited to 
the reasonableness of the emerqency measures. 

However, SocalGas announced that the curtailment o~ its 
OEG customers pursuant to the commission's emergency order had 
ended at midnight on september 30. On oetober 4, during oral 
argument in this proceeding, SocalGas requested that the Commission 
clarity its August 25 elDergency order. SoCA1Gas believes that a 
fUrther order is necessary since Wit will clear up virtually all of 
the areas of dispute' between, .itsel'! and the 'O'EGcustomers.. Upon 
receiving such clarirication, SOCalGas will bill its UEG' customers 
for, gas supplied duriDq the emergency in accordance with the 
Commission's order. 

Southern cali~ornia Edison company (Edison), Southern 
california 'Utility Power- Pool (SCOPP) and· Impe2:'ial Irrigation 

- 1-



• 

• 

I.88-08-0S2 ALJ/BOP/jc * 

District (lID), and the City of Lonq Beach uqued that SocalGas' 
iinplementation of the emerqency measures was unreasonable. They 
requested that if the commission does not order immediate bearing's 
on the reASonableness of SoCA1Gas' implementation ot the emerqency 
measures, then the Commission should order SocalGas to hold in a 
suspense account the incremental costs resultinq trom the emergency 
measures. 

The suspense,account would accrue the difference between 
the cost of noncore Weighted Average Cost ot Gas ~COG) gas and 
the cost ot other gas which was tarqeted. The VEGs· would· pay tor 
volumes ot qas they used at the noncore WACOG price with 
determination atter subsequent hearings as to who should pay the 
excess cost of gas thAt was targeted to the OEGs. 

The Division ot Ratepayer Advocates (DRA) stated, that it 
certainly has not found SOcalGas acted reasonably with regard to 
the elDerqency measures; nevertheless, ORA. agrees with SoCalGas' that 
review ot the utilities' actions should be deterrec1 to a regularly 
tiled· reasonableness review. For this reason DRA supported the 
proposal tor a suspense account. 

We note that the immediate concerns of the UEG customers 
relate to billing problems. Also, it is apparent that in an effort' 
to respond in a very short time to the need to make more qas 
available to avoid burning oil in the Los Anqeles basin durinq a 
perioCl ot worsening air quality, the Commission's August 250 order 
was less than clear. FUrther, we believe that clarification ot' 
this order will allow SocalGas to properly bill its VEG customers 
tor service provided during the emergency period. 

We appreciate the OEG customer's reasons tor wantin~ an 
immediate hearin~ on SoCalGas' compliance with the e=ergency order. 
However, we recognize that there are numerous related issues 
pertaining to SoCalGas' operations prior to anc1 atter the emergency 
period. Theretore, it would not be productive to limit the 
hearing to the emergency period itsel:f. Accordingly, we aqree with 
DRA that such issues properly belonq in a reqularly scheduled 
reasonableness review. Hearings should commence as soon as 
practicable atter SoCalGas.' 1988. winter underground. storage cycle 
is completed, consistent with a regularly sChed.uled.: reaaona:bleness 
review o~ SocalGas' entire operations tor 'the period. The assigned 
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Administrative Law Judge should take all reason~le steps to 
expedite the hearings so that an early decision may be issued. 

" 

~~ardinq the question of billing for service provided 
under the emergency order, we conclude that since SoCalGas was 
acting pursuant to a Commission order, it is not appropriate to
defer tull payment by 'O'EG customers for service received, during the 
emergency period. Therefore, we will not adopt the proposal for a 
suspense account but will clari~y our August 2S order so that 
SoCalGas can bill UEG customers accordingly. However, all 
incremental costs resul t:U1g' from the emergency order will be 
collected, by SoCe.1Gas and held subject to refund with interest 
pending' a determination of reasonableness. 
Terminwoo of Dlrgency' Measures 

By its terms r the emergency order terminates on 
November 1, 1988. SOC4lGa's announced d.1.:rinq this proceeding that 
it had reached its storage tarqet by september 30 and had ended the 
curtailment eftecti ve the same day. There was consensus among the 
parties that it is appropriate to suspend the emergency measures 
immediately since the prtmary objectives ot the emergency order 
hAve been lIlet and the curt:ailment has ended. We believe that the 
Commission's existing' rules, regulations, and policies are adequate 
to provide ongoing direction to both utilities and customers 
without further comment from the Commission at this time. 
Accordingly, we will accept SoCal's termination ot the emergency 
measures etteetivemidnight September 30, 1985. 

scopp and lID argued that SoCA1Gas should not have waited 
until September 3:0 to end the emergency curtail:ment. We conclude 
that this is an issue for the reasonableness proceedinq •.. In the 
meantime, socalGas should use the september 30 date for bill:Lng 
purposes •. 
The MnchMrk tor ~l S1JRp1ies 

Tbe emergencY order established. August 22, 1984 as the 
standard tor current supply availability ~ order to obtain a 
practical benchmark for deferring' the a:mount ot incremental and. 
targeted gas which might be supplied to SoCA1Gas and Pacitic Gas 
and Electric Company (PG&:&) by:&l Paso· Natural Gas Company 
(El Paso}., 'This. beDchmark was disc:ussed))etween the commission, 
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Edison, PG&E,' SoCalGas, and others. Each of these parties 
supported revision ot the benchmark to the average volume delivered 
from El Paso to socalGas tor the period trom Auqust ~ through 
August 22', ~988. Such. a new benChmark would provid.e aDore 
realistic standard for the measurement ot incremental and targeted 
supplies. The result ot this change is to increase the benchmark 
for supplies t~ SOcalGas from El Paso from 146& MMctd to. ~54Z 

MMctd. A revised. benchmark results in a decrease in the 
calculation of targeted supplies. We conclude that SocalGas sbould 
use this revised benchlDark in calculatinq the volume ot targeted' 
qas to be ~illed to its customers. 
Sequencing of: SUppl.ies to lJE§ gild Wholesale custqaem 

SoCalGas, SCOPP and lID, and Edison have disagreed on how 
targeted ga~volume and air quality episode account qas should be 
sequenced by SoOl.lGas to 'OEG customers. Edison stated its views at 
1'r. Volwne 2, p. 149. SoCalGasstated its views in d.ocuments 
circulated to all the parties to this proeeedinq on october 3· • 

Both parties noted that this matter was discussed extensively at 
informal meetings that included commissioner Hulett, statt.Dembers, 
and various utility representatives. 

The commission'S policy on this matter is stated at p_ 4 

on the emergency order as tollows: W ••• it is-our desire to ensure 
that the cost o~ implementinq this continqency plan and obtaining:: 
alternative sources ot enerqy to reduce oil-tired generation is 
borne by the Los Anqeles area electric utility ratepayers' to- whom 
the energy is provided. w 

SocalGas believes that it was the Commission's intent 
that this policy be implemented by having' SoCalGas sequence its gAS 

deliveries to the Los. Angeles. area electric utilities in. the 
~ollowinq order: first,. Tier I and Tier II OEG volumes based on 
sUPPkiea received up to the b8nebmarkplus 100 HMctd of incremental 

. -
. ," 
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supplies: next, target supplies based on volumes acquired above the 
benchmark plus 100 MMcfd: and tinally, air quality episode day 
volumes. 

Edison, and SctTPP and lID disaqree with socalGas.' 
contention that targeted gas should be, sequenced ahead of episode
day gas trom the noncore portfolio.. Edison argues that the 
Commission describes targeted gas in the emergency order as 
*additional supplies ot gas* available on El Paso. According to 
Edison, by detinition, targeted gas supplies are in excess ot 
existing supplies as ot August 22, 1988, plus a 100 MMcfd increment 
added to.tbe noncore portfolio. Therefore, Edison contends. that 
targeted qas. must be sequenced for delivery atter existinq supplies 
plus the 100 MMc:fd incremental mnount. 

We are not persuaded by Edison's argument. It appears 
trom socalGas' response to DRA's data request that episode-day gas 
would have to be taken from gas that would no:r:mally be injeCted, 

,and such reductions trom injection amounts would necessarily have 
to be later replaced with higher priced gas. However, this is an 
issue that may be addressed ~uring the reasonableness proceeding., 
In the meantime, for purposes ot billing, SocalGas' sequencing ot 
'O'EG deliveries should be used. 

The costs associated with targeted gas'volumes were to be 
paid tor by Los· Angeles area 'OEG customers in their August and 
September 198:8 billings. It that has not been done, these' uounts 
should be retlected in their billings as soon as possible. 
GAS EpiSQSle Day Account Pay-Back 

In Advice Letter 1$16, SOCalGas requested expedited 
commission approval ot a temporary service tor its South Coast Air 
Basin 'O'EG customers. SocalGas requested temporary modification ot 
Rule 23 to make. up to 10 Bet o'! gas available on anticipated air 
quality: episode days to minimize air quality problems in the South 
Coast Air Basin .. 
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By Resolution G-2824 (September 14, 1988) the Commission 
rejected'the SoCa1Gas advice le~ter without prejudice~, The 

Commission ordered that SoCalGas ~ile a proposal tor a method of 
ratemakinqtreatment tor pay-back ot volumes associated with 
certain' aspeets. of its service during the review period. SoCA1Gas 
submitted this proposal at the prehearing conference in this 
proceeding. The SoCalGas proposal was to retroactively include 

. both san Dieqo Gas· & Electric Company and lID in the 10 Bet 
allocation under the air quality episode-day account. 

To resolve the episode-day account issues, soCalGas. is 
directed to ensure that all gas supplies delivered to OEG customers 
during the curtailment period August 16 throuqh September 30 are in 
strict parity allocation according to SOCalGas' Rule Z3. To· the 
extent deliveries by 50CalGas were made in amounts out of parity, 
SoCalGas shall adjust future deliveries to, return all OEG customers 
to parity. In addition, to the extent future adjustments are 
necessary to achieve parity, SoCalGas shall take into 
consideration, through its bil11ngprocess, the price difference, 
if any, for such out ot parity deliveries. 
storage Leyel 

This proceeding generated considerable controversy as to 
the meaning o~ the Commission's emergency order in that several 
parties alleged that soealGaa should have lifted its eurtailmentas 
soon as storage levels were high enough to protect P-l through P-ZA 
service. We note that in rejecting Advice Letter lS~6, the 
Commission observed in Resolution G-2824 that: 

-The Commission's policy is to· allow the 
utilities to control the operation of their 
systems.. 'rhe storage target 01: 68 Bet and the 
inclusion of the P-3 and P-4 customers in this 
storage target is a management decision to be 
made by SocalGaa, not the Commission. Tbe . 
commission, through its reasonableness review 
process w111subsequently, address the SocalGas 
decision ~or prudency.. In addition, the 
commission is reviewinqoverall storage policy 
in OIl: 37-03-036-.". (ResolutionG-2824.) 
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We con~irm that we have not changed our view ot this 
matter.since Resolution G-2824 was issued on September 14,,1988. 

SoCalGas announced a curtailment on August l6 in ordertc> inject 
enough gas into storage to meet its storage targets. The 
Commission issued the emergency order authorizing waiver of certain 
curtailment rules on August 2S, 1988 to assist SoCA1Gas in meeting 
that target, and t~minimize the negative impact that curtailment 
could have on air quality in the South coast Air Basin.. Neither 
the emergency order nor this order clari~1ng the emergency order 
is intended to pre-judge whether SocalGas acted properly in 
establishing its storage target. It should be reiterated' that 
storage targets are a policy matter which are being considerec.i by 
the Commission elsewhere, and current levels are a management 
decision appropriately made by SocalGas. The reasonableness of 
SocalGas' storage target will be decided in the annual 
reasonableness revieW' of SoCalGas" operations. 
l'incUngs of: Fact 

l. on August 25, 1988 the Commission issued an emergency 
order which implemented limited emergency measures to make 
additional gas available to SoCA1Gas' OEG cu~tomers to avoid 011-

tired generation in the Los Angeles Basin during a periOd of low 
air quality. 

2'. SOCAlGas annou:n~:ed that curtailment of its tJEG customers 
pursuant to the emerqencyorder had ended at midnight September lOr 
1988-. 

3. The TJEG customers and SoCalGas have several areas ot 
dispute with regard to interpretation of the Commission's emergency 
order. 

4. These areas o~ clispute need to ))e clari~ied to' the extent 
that socalGas Day properly bill its UEG customers for service 
received during the period of emergency .. 
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S.. The reasonableness ot the ilDplementation ot the emergency 
order ))y SoCalGas is a matter whi'ch should ))e resolved in its next 
reqularly scheduled' reasonableness proceeding which will examine 
SoCalGas' entire operations for the current period .. 
,onclusions or Lay 

1. Because of SoCalGas' announcement that curtailment of its 
U'EG customers pursuant to. the emergency order had ended at midnight 
Septeml:>er 30, 1.98a, the emergency measures. should be terminated, 
effective that date .. 

Z. It is appropriate for the Commission to clarify its 
Auqust 2'5, l.983-emergency order so that SoCalGas can ))ill its trEG 
customers accordingly. 

3. Neither the emergency order nor this oreler clarifying the 
emergency order is intended to pre-judge whether Socalcas acted 

properly in this matter, or whether its operations were reasonable. 
4. OEG customers should pay now in tull tor gas service 

received under the emergency order. Any adjustlllents resulting from, 
the implementation))y SoCalGas of the emergency order shOUld-wait 
until completion the next regularly scheduled reasonableness review 
of: SOCalGas' operations for the current period. In the meantime,. 
SoCalGas should collect all incremental costs resulting" from the 
emergency order subj ect ,to- refund with interest pending a " I 
determination of reasonableness. 

Dt11QQX ORDER 

r.r IS ORDERED that: 
1. The emergency measures set forth in the Commission's 

order issued August 25-, l.988' are terminated effective midnight 
September 30, l.988. , 

2'. SOuthern California Gas Company (SoCalGas) shall bill its 
Utility, Electric Gas' customers in 'accordance with 'theClari'fi~tion 
provided in this order. 
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2 •. All revenues to recover incremental costs resulting from 
the conunission's August 2'5, 198.& emergency order shall be collected: 
and held by SoealGas suJ:>ject to refund wi~. interest pending a 
dete~ination by the commission of the reasonableness of SoCalGas' 
op-e::-ations. 

4. The reco::-d in this proceeding shall be consolidated with 
the recor~ of -:he next requla::'ly schecluled reasonableness review of 
SoC~lGas' ope:::'ations for the e-..:.==ent period_ The· hearings shall 
co~~nce as soon as practicable after SOCalGas' 1988 winter 
ur.ce=~=c'l;:lc. s~o=age cycle is CO::Lp:'cted. 

5. ~~is proceeding shall =e~ain open. 
~~iz o=~e= is e~fe=~~ve ~oday. 
D;::.te::i ___ N_O_V __ 9_.1_9_88 ___ , at San F:::'ancisco, Cc:.li~o~ia. 
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APPENDIX A 
Pagel 

JJ,stofAppearances. 

Respondents: Thomas O. Clarke, Lisa T. Horwitz., Jeffrey E. 
Jackson, Attorneys at Law, and Roy M. Rawlings, tor southern 
california ~s. Company; Richard K. DUrant, frank J, Cooley, and 
Michael Gonzales, Attorneys at Law, for Southern California 
Edison Company; Daniel G. Lubbgek, Attorney at Law, for Pacific 
Gas and Electric Company; and. Bal:j:on X, Myerson, Attorney at 
Law, and Judy G. Obst, tor San Oieqo Gas & Electric company. 

Interested Parties: Messrs. Lind.say, Hart, Neil & We igoler , by 
Michael p-, Alcantar, Attorney at Law, and. EA311 Kautxnan, tor 
Cogenerators ot Southern california; Richard O. Baish, 
Michael D. Ferguson, and Randolph L. WU, Attorneys at Law, for 
El Paso, Natural Gas Company: Messrs. Brady & Berliner, by Roger 
Berliner, Attorney at Law, tor canadian Producer Group, 
Independent Petroleum Association of canada, a~d Canadian 
Petroleum Association; Ma~wB~, Attorney at Law, for 
california Departlnent of General Services; W. H. Weitstruck, by 
Arnel S.JBrown, for Texaco, Inc.; W, i, Cameroo, for the City of 
Glendale;, 8mrsm H. Cs>hn, Attorney at Law, and Manuel Alvarez, 
for california Energy Commission; ijaXY§y K, Ed§r, for Public 
Solar Power coalition; Messrs. Jackson, TUfts, Cole & Black, by 
Joseph S. tAbex:, Attorney at Law, for Luz International: Ki9h§1 
P, F12%:i9, Attorney at Law, for Toward Utility Rate 
Normalization ('1'tJRN); David T I Helsby, tor R. w. Beck and 
Associates: Rena C. Lee, -ror the city of Pasadena: Messrs. 
Luce, Forward, Hamilton & Scripps, by John W, Uslie, Attorney 
a.t Law, tor Moek Resources, Inc .. : Messrs. Graham & James, by 
~s McCaffreY, Karon A. Ha'tt~~, and Norman A. Pedersen, 
Attorneys at Law, for Kern River Gas Transmission Company and 
Southern california Utility Power Pool and Imperial Irrigation 
District; Messrs. Squire, sanders, & Dempsey, by ]Seith R. 
McCAea, tor california Industrial Group: Mark A. Meier, Attorney 
at Law, for CAlifornia State Land commission: RQnald H. HettrJc.t 
and William J. Lemay, for state of New Mexico: Leamon W. MUrphy, 
tor Imperial Irrigation District;- Bol:>EU:t lj, Eettina'to', for Los 
Angeles Department of Water & Power; Patrick J. Eower and 
Richard Alesso, Attorneys at Law, for City of Long Beach; ~1l. 
Prem~, for Chevron, U. s. A.; Stephen p, Rgynolds, for Pacific 
Gas Transmission company: DOnald W, Schoenb§ck, for RCS, Inc .. ; 
Andrew Skaff, for Mojave Pipeline Company; JamesSgyex:i, 
Attorney at Law, for Transwestern Pipeline company: Bolalld V. 
stassi, tor the City of Burbank: Messrs. Downey, Brcel,. Seymour 
& Rohwer, by Philip: StohX: and ,Deborah K. Tellier, Attorneys at 
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APPENDIX A 
Paqe 2 

LaW, tor Industrial Users; Naney Thompson, tor Barakat, Howard & 
Chamberlin; Hany K. Winters, for University of California;: and 
Edward PUncan, laCE & Associates, by Karen Edson, and Vivian S. 
~, for themselves. 

Division or Ratepayer Advocates: Robert c. cagen, Attorney at Law', 
~cl Richard t.· Dobson. 

Cowmission Mviso:r:y and· CoIIpliance Division: Scott Sanders. 
, . 

(END OF APPENDIX A) 
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Decisio.n ____ _ 

o::::~n:::t::S~CI:;r~~::::i:~SSI~N O/F ST~E OF CALIFORNIA 

the Co.mmissio.n' S o.wn motio.n into the) . . 
curtail:ment o.f utility electric 0 :1:.88:-08-052 
<Jeneration natural. ~9'as de:Liveries ) (Filed August 25-,. :1.988) 
1n·the Los Angeles ,area. . , D 

On AUgust 25, 198~ the commission issued its order 
Instituting Investigatio.n;'S-08-0S2 follo.wing the announcement by 
So.uthern california Gas Company (SocalGas.) on August 16 o.f 
curtailment o.f gasservxbe to its utility electric gas (OEG) 
customers. The commistion noted that there is an urgent need to 
avoid oil-fired qener~tion in the Los Angeles Basin during the 
current period ofl~ air quality, implemented limited emergency 
:measures to. make ad6.itional gas available to. the electric utilities 
through November ~ 1988, and ordered expedited hearings limited to. 
the reasonablen~ of' the e:nergeney measures. 

HowevJr,. ,socalGas announced that the curtailment of its 
OEG customers pbsuant to. the commission.' s emergency order had 
ended at mid.%UIght· on September 30. On OctoQer 4, during oral , . 

argument in this proceeding, SocalGas requested that the Commission 
I 

clari~ its tu~st 250 emerqenc:y order.. socalGas believes that a 
further or~r is n~eessary since Wit will clear up virtually all of 
the areas of dispute* between itself and the OEG customers. Opon 
reCeiving/such clari.%icatio.n, socalGas ,1111 bill its UEG customers 
for gas ~pPlied during the emergency in accordance with the . 
commiss' In's· o.rder. . 

so~:thern;' california Edison company (Edison), Southern 
califo ill. t7tility':power Pool (SCOPP) and J:mperial Irr:Lgation 
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District (IIO), and the City ot Long Beach argued that ..... ,$oCalGaS' 
implementation of tl:I,e emergency measures was. unreasonable. They . /' 
requested that 1f the Commission does not order immediate hearings 
on the reasonableness of SoealGas' imPlementati~of the emergency 
measures, then the commission should order SoCa1Gas to· hold in a , 
suspense account the incremental costs resulting fro~ the emergency 
measures. ~ 

The suspense account would acc~e the difference between 
the cost of noncore Weighted Average co~ of Gas (WACOG) gas. and 
the cost of other gas whic:b. was targe~d. The 'OEGs would pay tor 
volumes of 9'as they used· at the nonclre WACOG price with 

I 
determination after subsequent hea~gs as to who should pay the 
excess cost of gas that was target'ed to the UEGs. 

The Division of Ratepa;fer Advocates (ORA) stated that it 
certainly has not found Socal~ acted reasonably with regard to 
the emergencY measures; neve~eless, DRA aqrees with SoCalGas that 
review of the utilities' aeti~ns should be deferred to a regularly 
filed reasonableness review/ For this reason ORA supported the 

I proposal for a suspense account. 
We note that tht! immediate concerns of the OEG customers 

relate to billing probl~. Also, it is apparent that in an effort 
to respond in a very shoh tilne to· the need to make mo:r:e gas. 
available to' avoid burn&ng oil in the Los Angeles basin during a 
period of worsening aJ: quality, the commission's August 2'5- order 
was less than clear.jFUrther, we believe that clarification of 
this order will allo SocalGas to properly bill its 'OEG customers 
for service provided durinqthe emergency period. 

We rec~ze that there are numerous issues related to 
SoCalGas' operatiorb just prior to and during the period of the 
emergency. HowevJr, we aqree with DRA. that such issues properly 
'belong in a regul~rlY scheduled reasonableness review. This review 
will coi.mence in fre latter part o:t! 1989 with a decision issued. 

sometime in 1990 (otwiths~:9 _that it is the incremental cost 
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over the noncore WACOG price that is at issue, we conclude that it 
is not appropriate to- defer full payment by UEG customer~or' " 
service received during the emergency period to,. possib-ly, 1990.' 
Therefore~ we will not adopt the proposal for a sus~e£se account 
but will clarify our August 25- order so. that SoCalCas can bill OEG 
customers accordingly. However, all incrementa~costs resulting 

" / 
from the emergency order will be collected by~oCalGas and held 
subject to refund pending a determination oV reasonableness. 
TeminatioD ot Bllexgency Measures / 

By its terms, the aerqency o:::der terminates on 
November l, 1988. SocalGas announced uring this proceeding that 
it had reached its storage target by September 30 and had ended the 
curtailment effective the same day There was consensus among the 
parties that it is appropriate to suspend the emergency measures 
immediately since the primary o~ectives c>f the aerqency order 
have been met and the eurtailm nt has ended. We believe that the 
commission's existing rules, 
to provide ongoing direetio 

equlations, and policies are adequate 
to both utilities and customers 

without further comment fr m the Commission at this time. 
Accordingly, we wil'l acce t SoCal' s termination ot the emergency 
measures effective :midn' ht September 30, 1988. 

. SCUPP and II argued that SoCalGas should not have waited 
until September 30 to knd the emergency curtailment.. , We conclude 
that this is an issue! for the reasonableness. proceeding. In the 

I 
meantime,. socalGas should use the September 30 date for billing 
purPo~es. / 
fte ~bgrk tor bcreaent;al SUpplies 

I 
The em~ency order est~lished August 22, 198-8 as the 

standard for ~ent supply availability in order t~ oDtain a 
practiCal ben~ark for aeferrinq the amount of incremental and 
targeted gas Wtfch :might be supplied to SocalGas and Pacific Gas 
and Electric Cfmpa:ny (PG&E) by El Paso- Natural, Gas Company 
(EL Pa-l • [l:Iencblllarl< was c1iseussed betWeen the CommiSSion, 
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Edison, PG&E, SocalGas, and others. Each of these parties 
supported revision of the benchmark to the average,v,olume delivered 

, / 
from El Paso to socalGas for the period from August'l through 
August 2"2, 1988. SUch a new benchmark would provide ~ore 
realistic standard tor the measurement of incrementar{ and targeted 
supplies. The result of this change is to inereast the benchmark 
for supplies to SoCalGas from El Paso- from 1466 cfd to, 1542 

MMcfd. A revised benchmark results in a decr se in the 
calculation of targeted supplies. We concl e that SoCalGas should 
use this revised benchmark in calculating e volume of targeted 
gas to be billed to- its customers. 

socalGas, SC'OPP' ~d XID, ~ Edison have disagreed on how 
targeted gas volume and air qualit1'episode account gas should be 
sequenced by SocalGas to UEG customers. Edison stated its views at 

, '. I 
Tr. volume 2, p. 149. SoCalGas ,Ptated its views in documents 
circulated to all, the parties 1;6 this proceeding on october 3 • 
Both parties noted that this~tter was discussed extensively at 
i~ormal meetings that inclufed commissioner HUlett, sta:ff members, 
and various utility repre~tatives. 

The Commission's/policy on this matter is stated at p. 4 
on the emergency order as/fOllows: * ••• it is our desire to- ensure 
that the cost of implemehting this contingency plan and obtaining 
alternative sources of /anergy to reduce oil-fired:, generation is 
borne ,by the Los Angelks area electric utility ratepayers to'whom 
the energy is provid~.* , 

SoCalGas bklieves that it was the Commission's intent 
that this policy Dej impl~ented by having sOCalGas sequence its gas 
deliveries to thJ:S Angeles area electric utilities in the " 
following order: :first, Tier X and, Tier IX 'OEG volumes based on 
supplies receive, up: to the bencbmark plus. 100 KMc:fd of incremental 
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supplies; next, target supplies based on volumes ~cquired above the 
benchmark plus 100 MMefd; and finally, air ,qual.i.{y episode day 
volumes. ' ~ 

Edison, and SCOPP and lID disagree' with SoCalGas' 
.contention that targeted gas should be se~eneed ahead of episode
day gas from the noncore portfolio. Edison argues that the 
Commission describes targeted gas in ~ emergency order as 
lPadditional supplies of gas· availab~ on El Paso·. According to. 
Edison, by definition, targeted gaS~UPPlies are in excess of 
existing supplies. as of August 22/1988, plus a 100 MMctd increment 

" added to the noncore portfolio. /Therefore, Edison contends, that 
targeted gas must be aequencedifor delivery after existing supplies 
plus the 100 !omcfa inc:rementaJ! amount. 

We are not persuadea by Edison's argument.. It appears , 
from SOCalGas' response to D:RA's data :request that episode-day gas 

( 
would have to be taken from gas that would nomally be injected" 
andsueh reductions from ,injection amounts would necessarily have 
to be later replaced with' higher prieed qas. However, this is an 

, l 
issue that may be addressed during the reasonableness proceeding. 
In the meantime, tor p~ses of billing, SoCA1Gas' sequencing of 
OEG deliveries shOuldjlbe used. 

The eosts associated with targeted gas volumes were to. be 
paid for by Los Anqtiles area UEG customers in their August and 

I' " 

September 1988 bilJ.'iDgs. If that has not been done, these amounts 
should· be renectefl in their ))illings as soon as possible. 
GAS BRime pay iccount bY-Bag . 

. In Advj-ee Le.tter 1816, SoCA1Gas requested expedited 
commission approval ot a temporary service tor its ,South Coast Air 

.. t '.' t BaSl.n O'EG customers. SoCA1Gas requested temporary m04it1eat10n of 
! . 

Rule 23 to ~e up, to. 10 Bef of gas available on ant.icipated air 
qualityepisoae days to m.inimize air quality problems in the South , ." " 

Coast Air Basin. 

I 
( 
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By Resolution G-2S24 (September 14, 19S5)/the Commission 
r,ejected the SocalGas. advice letter without prejudice. The 
Commission ordered that socalGas tile a proposa~tor a method of 
ratemaking treatment tor pay-back ot volumes ~tsociated with 
certain aspects of its service during the re:<!iew period. SoCalGas 
submitted this proposal at the prehearing/ct;,nference in this 
proceeding. The SoCalGas proposal was to retroactively include 

./ 
both San Diego Gas & Electric company and lID in the 10 Bef 
allocation under the air quality episode-day account. 

'1'0 resolve the ePisoae-dayfaccount issues, SocalGas is 
directed to ensure that all gas suPplies delivered t~ UEG cUstomers 
during the curtailment period ~~st 16 through SeptelXlber 30 are in 

strict parity allocation accor¥ng to- SocalGas' RUle 23. T~ the 
extent deliveries by socal~s.,!were made in amounts out of parity, 
socalGas shall adjust tuturj[~eliveries to return all UEG customers 
to parity. In addition, t~ the extent future adjustlnents. are 
necessary to achieve parity, SocalGas shall take into 

. " consideration, through its billing process, the price difference, 
J . 

if any, for such out r.f 0 ity deliveries. ,. 
storage Level .0 

This procee ing generated considerable controversy as to' 
o • 

the meaning of the Cdmmission's emergency order in that several 
parties alleged thai SoCalGas should have lifted its curtailment as 
soon as storage le"els were high enough to protect P-l throughP-2A 
service. We ~otelthat in rej ecting Advice Letter 1816, the 
Commission ob~d in Resolution G-2824 that: 

~ 

*The Commission's policy is to allow the 
utilities to control the operation of their 
systw. The storage target of 68' Bet and the 
inclusion of the P-3 and P-4 customers in this 
stor~qe tarqet is a manaqement decision to be 
made' by SocalGas, not the Commission.. The 
commission, through its reasonableness review 
process will subsequently address the SoCalGas 
dec,lsion tor prudency. In addition, the 
coDi:mission.is reviewing overall storage policy 
in~ll S7-03-036.* (Resolution G-2824.) 

\ 
1 
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We co~i:m th<t.t we have not chang-eel L of this 
matter since Resolution G-~824 was issued ~n foPtember 14,.1988. 
SoCalGas announced a curtal.lment on AUgust? in order t~ l.nj ect 
enough gas into storage to meet its stor~ge targets. ~he 

I' 
commission issued the emergency order aUthorizing waiver of certain 
curtailment rules. on August 25, 1988 t6. assist SoCalGas in meeting 
that target" and to minimize the neftive impact that curti:Lilment 
could have on air quality in the ~OUth Coast Air Basin. Neither 
the emergency order nor this order clarifying the emergency order 
is intended to pre-judge Whethei SocalGas acted properly in 
establishing its storaqe tarqe~. It should be reiterated,that 
storage targets are a poliCY;fmatter whiCh are being considered by 

the Commission elseWhere,. ~d current levels are a management 
decision appropriately male by SoCalGas. The reasonableness 01: 

SOCalGas' storage targe¥ will be decided in the annual 
reasonableness review or SocalGas' operations. 

FincUngs or Fact I 
1. On August 2'5, 1988 the Commission issued an elnergency 

order which impleme~~ed limited emergency measures to make' 
additional gas availJ.able to SocalGas' 'O'EG customers to. avoid oil
tired generation i~ the Los Angeles Basin during a period of low 
i:Lir quality. / . 

2. sOCal~s announced that curtailment of its UEG customers 
pursuant to the! emergency order had ended at midnight September 30" 

1988. I 
3 • The j'O'EG customers and SocalGas bave several areas., 01: 

dispute with ,rregard to interpretation of the Commission's emergency 
~~. I . . 

4. These areas of dispute need t<> be clarified to the extent 
that socal~s may' properly bill its UEG customers for service , - . ' . 
received during the period of emergency. . .. 

I 

I 
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5. The reasonableness o~ the imPlementatiO~the emerqeney 
order by SoCalGas is a matter which should be r~lved in its next 
regularly scheduled reasonableness proceeding which will examine 
SocalGas' entire operations tor the current ~riod. 
Conclusions of Lay I 

1. Because of SocalGas' announcement that curtailment of its 
OEG customers pUrsuant to- 'the emergency}rder had ended at midnight 
September 30 ~ 19M, the em,argency measUres should be terminated 
effective that date. ;f , , 

2. It is appropriate for the(commission to' clarify its 
Auqust 2~, 1988 emergency order solthat SoCalGas can bill its OEG 
customers accordingly_ ;1 

3. Nei therthe emergen~ order nor this order elarifying the 
emergency order is intended to'pre-jud.ge whether SoCalGas aeted 

, ~ 

properly in this matter, or whether its operations were reasonable. 
, {;. . 

4. OEG customers should pay now 1n full for gas serv1ce 
. I . . rece1ved under the emergency order. Any adJustments result1ng from 

the, implementation by S~lGaS of the emergency order should wait 
until completion the next regularly scheduled reasonableness review 
ofS9CalGas' operations/for the current period... In the meantilDe, 

, ;, , 

SocalGas should collect all incremental costs. resulting from the 
r " 

emergency order subj~dt to refund pending a determination ot' 

reasonableness. /' 

/ ... lZ!:JZ!!Df ORDER 

r.r :rs OJU)ERI!:Dthat: 
" 1. The emergenCYl!leasures set forth in the Commission's 

• r order 1ssued August 25, 1988 are terminated effective midnight 
I " 

September 30, 1983."" 
2. southe~ california Gas Company (SocalGas) shallb!ll' its 

'O'til~ty Electr:c)Gas cus~omers in a~cordance' with the c:~ari'fication: 
provl;ded in this order • ' , ' " . , ' 

- 8- -



• 
/i 

I I.88-08-052 

/ 

Al 
. 1 . / . i 3. 1 1ncrementa costs result1nq from the Comm1SS on's 

( . 
AUgust 25, 19 Sa. emergency order shall be collected and held by 

SoCalGas subject to refund with interest p'ending a determination by 
i 

the commission of the reasonableness of jSocalGaS' operations. 
4. The record in this proceeding shall be consolidated with 

I 
the record of the next regularly sch$duled reasonableness review of 
SoCalGas' operations for the curre~' period.. ' 

s. This proceedinq shall remain open. 
This order is eff.ecti vel today. 
Dated' " /, at'san Francisco, california. 

/ . 
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/ 3. All incremental costs resulting from the CommissiOn's 
August 25, 1938 emergency order shall be collecteel and he1d by 

SocalGas Subject to refunel with interest peneling a ele~ination by 

the Commission o~ the reasonableness o~ SoCalGas' o~ations .. 
4. The record in this proceeding shall be oO'nsoliclatecl with 

/ . i the record of the next regularly scheduled reasonableness rev ew of 
/ 

5oCalGas' operations for the current period. jI'he hearings shall 
commence as soon as practicable after SocalGas' 1988 winter 
unclergroUnd. storaqe cycle is completed,. / ' 

s. 'l'h.is proceeding shall remain ~n. . 
This order is effective todaY. . 

Dateel , at san Francisco-, california .. 
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List or ARPMrances 

. 
Respondents: Thomas D. Clarke, Lisa'!'. Horwitz, Jeffrey E. 

Jackson, Attorneys at Law, and· Roy H, ,Rawl ings, for Southern 
california Gas company; Richard K. Dulrant, Frank J, Cooley, and 
Michael Gonzales, Attorneys at Law, /for SOuthern california 
Edison Company; DAniel G. Lybbock, ;Attorney at Law, for Pacific 
Gas and Electric Company; and Barton H, Myerson, Attorney at 
Law, ~d J'tJ.dy c. obst, ~or San Di-ego Gas & Electric. Company. 

Xnterested Parties: Messrs. Lind~, Hart" Neil & Weiqler, by 
MiebAel P, AlcantA;t;:, Attorney at Law, and Paul KAuflnan, tor 
Coqenerators of SOuthern california; RichArd Q. Baish, 
Michael D. Ferquson, and RandOlph L. wu, Attorneys at Law, for 
El Pas~Natural Gas Company:/Messrs. Brady & Berliner, by Roger 
Berli~;c, Attorney at Law, for canadian Producer Group, 
Independent Petroleum Ass~ation of canada, and canadian 
Petroleum Association; MAtthew B;cady, Attorney at Law, for 
california Department of General Services: W. H. wei tstruck, by 
Arnel S. Brown, for Texaco, Inc.; W. E. Came;con, for the City of 
Glendale; steven X, Cohn / Attorney at Law, and Manuel Alvarez, 
for california Enerqy Co,mm.ission; HarveY X. Eder, for Public 
Solar Power Coalition.; Messrs. Jackson, TUfts, Cole & Black, by 
Josepb S. FAbe;t;:, Attorney at Law, for Luz International; Michel 
P. Flori2, Attorney at/LaW, for Toward Utility Rate 
Normalization (TORN);~Yid T, Hels~, for R. W. Beck and 
Associates; Henrv c., for the City of Pasadena; Messrs. 
Luce, Forward, Hamilton & Scripps, by John W. Lesli~, Attorney 
at Law, for Mock Resources, Inc.; Messrs. Graham & James, by 
James Mccaffrey, Martin A, Mattes, and Norman A. Pedersen, 
Attorneys at Law, for Kern River Gas Transmission Company and 
Southern Californi~utility Power Pool and Imperial Irrigation 
District; Messrs. squire, sanclers., & Dempsey, by Keith R. 
Mccrea, for california Industrial Group; MAn A. Meict, Attorney 
at Law, for california State Land Commission; Ronald H. Merxett 
and William J. Lemay, for State of New Mexic~; Leamon W, MUrpbv, 
for Imperial Irr:i!gation District; Robert L. Pettinato, for Los 
Angeles Department of Water & Power; patrick ~r Powe;t;: and 
Richard Alesso, /Attorneys at Law, for City of Lonq Beach; ~ 
Premo, for Chevron, U. s. A.; ~tephen P, Reynolds, for Pacific 
Gas Transmissio'n Company; ponald W. schoenbec;lS;, for Res, Inc.; 
Andrew SkAft, for Mojave Pipeline company; ;tAmes Sque;ci, 
Attorney at Law, for 'l'ranswestern Pipeline Company; RolAnd V. 
Stassi, for the City of Burbank; Messrs. Downey, Brand, Seymour 
& Rohwer, by PhilipStoh;t;: and· Debor~ K. Tellier, Attorneys at 
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APPENDIX A 
Paqe 2 

Law, ~o" IndustX'ial 11se",,, Nancy Thompson. :CO" ~al<a~OWax<l. & 
Cb.aml:>erlin~ HA:O:V 1(, Wintex:.a, for University of CAli,f'orniai. and 
Emrd Qllnxan, K1CE & Associates, by Ka:am Edson, and Xiyian $. 
HlU:1, for themselves.. -. / 

Division of Ratepayer Advocates: Robert C::. Cagen ~!Attorney at Law, 
ana Rieha:r;:d E, DobsS2D. 

CODission Advisoxy and Coapliance Division:. 
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