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Decision 89-02-040 February 14, 1989 

BEFORE '!'HE PTJBLIC O'l"n.I'rIES COl-OCrSSION OF 'l'HE STATE OF CALIFORNIA 

Order Instituting Investigation on ) 
the Commission's own motion into ) 
the curtailment'of utility electric) 
qeneration natural gas deliveries ) 
in the Los Angeles Area. ) 

--------------------------------) 

I.83-08-052 
(Filed August 25, 1985) 

On February 8:, 19S9, Southern California G4s Company 

(SocalGas) filed an emergency motion in Order Instituting 
Rulemakinq (R.) 86-06-006 requesting that the Commission 
immediately declare a supply emergency.that would qive.SoCalGas the 
discretion to divert transportation gas owned DY lower-priority 
customers to serve core (P'l and P'2A) customers. After reviewinq a 
d.eclaration under penalty of perjU%)!' from willi&ll H. Owens., 
SOCalGas' Vice Pl:'esident-Gas Supply, and taking further test1mony 
at an en banc hearing .i.n this proceeding convened to address the 
claim of emergency conditiOns, the Commission issued Decision (D.) 
89-02-036 which found that a supply emergency would exist if 
SOCalGas' ma£n storage facilities held less than 16 Bef of gas from 
the present until February 24, 1989. SoCalGas was also directed to 
explore assignments with transportation customers to increase 
supplies and to make an effort to detexmine if diverted gas would 
continue to flow to california. Further, SoCalGa5 was clireeted to 
provide daily reports on the situation and to make a complete 
report to the Di:t'eetor of CACD by February 14, 1989 re<]al:din<] its 
efforts to. comply wi.th 0.89-02-036. 

On FeDruary 14,1989, SoCalGas did. meet. with theOireeto.r 
of CACO and his st4ff.~he :results of th4tmeetinq wue :reported 

to the Commi.ssionat A .'continuation of 1.1:5 P'ebru4l:y 8, 1~,89 meeting 
held on Februa3:Y 14,; 1989 .. - SoCalGAs -:reporeeC1 thatJ.t hAa-.-·:· ... 

," 

experienced. vastlyinc:reased. flows of .gas from :its interst4te 
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transportation qas will expire on February 24th unless extended. by 
further action of the Commission. Shoul~ SOCalGas desire t~ apply 
for such An extension, it must file such a request and brief the 
Director of CACD prior to noon on February 23, 19a9. 

Several other issues require clarifieation. First, while 
SoCalGas may obtain authorization to divert transportation qas if 
the triqqer storaqe volume is reached, the utility is still within 
its manaqerial discretion to refrain from such a diversion if other 
means of adequately supplyinq core customers are available. One 
such means may involve purchases of qas on a non-firm basis at 
prices greater than current pipeline commodity prices. Even at 
such prices, the utility and its ratepayers may save a substantial 
amount of money. The Commission has receive~ inquiries regar~inq 
the applicability of SoCalGas' tariff Rule No. 30 in this 
situation. It does, indeed, apply.. If SeCalGas actually diverts 
transport.ation qas under our conditional authority, the 
transportation customer has the option to receive payment in the 
amount of the value-based price of alternative fuel used durinq the 
diversion. As some fuel oil prices are considerably in excess of 
commodity gas prices, SoC41Gas elearly has an incentive 1:0 purchase 
all available qas at a lower cost than the cost of diverted 
supplies under Rule 30. 

More importantly, however, d.uring, the reasonableness 
review of this incident SoC41Gas will be required to demonstrate 
that prior t~ any diversion it purchased all available gas, for as 
we indicated in D.89-02-03&, an emerqeney which. justifies. diversion 
of tr-'l".oportation gas presumes that all other gas. supplies are 
physically unavailable. 

Finally, SoCalGas. should continue to pursue agreements 
for the voluntary ass.ignment of· gAS from its transportation 
customers. Such assignments can. help- SoCalGas immediAtely by 
p:covi<iinq ad.ditional gas suppll.es.. Moreover, even £f 4g.reement for 
volunta:y assl.qnments cannot be· obtained. from all: customers, . the 
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pipeline suppliers. In addition, well freeze-up problem3 have 
eased and additional supplies have been p~ocured by the pipelines. 
SoCalGas further indicated that its withdrawal~ from sto~age have 
lessened. significantly from the record levels experienced during 
the week of February 6th. SocalGas' storage inventory stands at 
17.5 Bcf today. Thus, while So~lGas faces less of a threat that 
it will prematurely drop below it$ end-of-the-month target of 
12 Bef in storage, ~lGa$' inventory will likely fall below the 
16 Bef trigger for diversion authorization before the 24th of' this 
month unless the Commission takes further action.. Conversely, 
there remains a risk that a change ~ weather which. would once 
again send core demand to record levels could require the diversion 
of transportat~on ga$ in oraei to fulfill the utility'S obligation 
to serve high priority customers. 

The Commission's intent is to avoid the use of· th~ 
diversion of trAnSport4tion gas if possible while ensuring that 
SoCalGas has the ability to quickly obtain such authorization to 
protect high priority customers if it becomes necessary before the 
Commission's next meeting. Therefore, the Commission will continue 
to use a trigger mechanism to provide conditional authorization to 
divert transportation gas while adjusting the trigger volume down 
to 14 Bef. This lower figure will ensure that diversions will not 
occur before the Commission's next regularly scheduled meeting on 
Fe]:)rua:ry 24, 1989 unle~s storage w1thdrawals accelerate again. If 
such a problem arises, SoCa1Gas can take action to divert gas 
imm.ediately, without the need for seeking an additional order from 
this CommiSSion. In our view, this mec'Mnis1D. provides the correct 
balance between our determination to ensure adequate service t~ 
hiqh-priority customers and our desire to. avoid unnecessary 
disruption of the transportation lMrJcets.. 

We shal~ d.:irect SoCalGas·to continue 1:0 ·maJce·, d.a.!ly 
reports until our, next meetingon:;.EeDruary' .24,. 19S9.It ,-:f.s..,st£ll . 
our ~intentiontbat theconcLitional' author1za.tion.:.£ordiversioD.;of 
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transportation qas will expire on February 24th unless extended. by 
further action of the Commission. Should SoCalGas desire to apply 
for such an extension, it must file such a request and brief the 
Director of CACO prior to noon on February 23, 1989. 

Several other issues require clarification. First, while 
SoCal~s may ob~in authorization ~o divert transportation qas, if 
the trigger storage volume is reached, the utility is still within 
its managerial discretion to refrain from such a diversion if other 
means of adequately supplying core customers are available. One 
such means may involve purchases of gas on a non-firm basis at 
prices greater than current pipeline commodity prices. Even at 
such prices, the utility and its ratepayers may save a substantial 
amount of money. The Commission has received inquiries regarding 
the applicability of SOCalGas' tariff Rule No .. 30 in this 
situation. It does, indeed, apply.. If SOCalGds actually diverts 
transportation gas under our conditional authority, the 
transportation customer has the option,to receive payment in the 
amount of the value-based price of alternative fuel used during the 
diversion. As some fuel oil prices are considerably in excess of 
commodity gas prices, SoCdlGas clearly has an incentive to- purehase 
all available gas at a lower cost than the cost of diverted 
supplies under Rule 30. 

More importantly, however, during the reasonableness 
review of this incident SoC41Gas will be required to demonstrate 
that prior to any diversion it purchased all available ga~, for as 
we indicated in 0 .. 89-02-03&, an emergency which. justifies diversion 
of transportation gas presumes that all other gas supplies are 
physically unavailable. 

Finally, SoCalGas should continue to pursue agreements 
for the voluntaxy assiqmnent of gas from. its transportation. 
customers. Such. a.s.signments can help: SoCalGas immedia.tely by 
providing additional gas supplies. Moreover" even £fagreement for 
volunuu:y 48siqmnents cannot be obta..1ned.· from al~. customers., the 
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neqotiations should facilitate the prompt assignment or diversion 
of, gas in the event that the Commission's conditional authorization 
to divert is triggered. 

Um;lings oU~ 
1. SoCA1Gas' wi thc1rawals from storage inventory have 

declined from the unusually high levels seen during the first' week 
of February, 19'89. Additional withc1rawals will continue to :be 
necessary through February 24, 1989, although it is uncertain how 
quickly storage inventory will,decline. 

2. SoCalGas has curtailed. sales service to P2B, P3, P4, and 
PS customers during this supply shortage. 

3. From 1:he time that SoCaGas first applied, for emergency 
authorization to divert transportation gas, SoCalGas" storage 
inventory MS been reduced from 20 Bef to 17.5 Bef as of tod.ay~ At 

current rates of storage withdrawals, and without further actio~, 
SoCA1Gas" level of storaqe invento:y will drop :below the l6 Bef 
triqger level set by the Commission in D.89-02-039' and may be 
reduced within several 4ays to l2 Bef, the minimum it has 
established to provide "peak day" service protection to core 
customers as of the beginning of March. 

4. If SoCalGas' storage inventory level in its "big four" 
sto:t'age fields drops below l4 Bef before the Commission's next 
regularly scheduled meeting on February 24, 1989, there will be a 
seve:t'e threat to the reliability of core service. 

5. SoCalGds should attempt to enter into- aqreements with 
transportation customers for voluntary assignment of customer-owned 
gas to SoCalGas. 

6. It would minimize disruption to the transportation 
markets if the gas supply shortaqe can be managed by SOC41Gas 
without resort to diversion of transportation gas, while still 
ensuring adequate service to-hiqh-prior1ty customers .. 
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7. SoCA1GAs' le.test estimate is the.t there would be a 
ndnimum of l50 MJ!f.cf/d of non-core customer-owned" gas that could be 
relied upon if diverted pursuant to Commission order. 

S. SoCalGasmay be able to purchase additional supplies of 
natural gas 1n lieu of diverting transportation gas at this time. 
Con~lu§ion8 of Law 

l. Pursuant to 0.89-02-039 and based on SoCalGas' 
representations to the Director of CACD, if SoCalGas' storage 
inventory levels in its "big four" major storage fields fall below 
l4 Bef before the Commission's reqularly scheduled" meeting on 
February 24, 1989, this will constitute a supply emergency for core 
(Pl-P2A) customers within the meaning of 0.86-12-0l0 and SOCalGas' 
t~i£fs. 

2. SoCalGas is responsible for demonstrating in its next 
regularly scheduled reasonableness review that it purchased all 
available gas'supplies before diverting transportation gas pursuant 
to CommiSSion order. 

3. SOC41Gas Tariff Rule No. 30 does apply to define the 
compensation due transportation customers whose gas is diverted. 
pursuant to Commission order. 

4. This matter did not appear on the Commission's public 
agenda; however, a sufficient emergency exists to justify action on 
an emergency baSis under Public Utili t'ies Code Section 306{b) 
without such"notice. 

o JLD B R 

r.r IS ORDERED that: 
l. If Southern California Gas Company's (SoCalGas) storage 

inventory in its "big four" major storage fields falls below 
l4 Bef, a supply emergency is declAred for core (Pl-P2A) service on 
SoCA1Gas' system. from th4t time until Februazy 24, 1989 unless 
extended by a subsequent Commission. orcier.. ,. 
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2. SoCalGas shall exercise its best efforts to oDtain 
voluntary assiqnmentsof customer-owned qas from its major 
transportation customers ana to oDtain prompt eooperation from 
transportation customers who do not exeeute sueh assignments in the 
event of the Commission-ordered diversion of customer-owned gas. 

3 • Soca.1Gas shAll continue to make a full and complete daily 
report (in oriqinal and 3 copies) to the Director, Commission 
Advisor:y' and Compliance Division (CACO), of its gas supply 
operations including, Dut not limited to: total sendout, storage 
withdrawals, the amount of cliverted. transportation gas, and the 
deliveries from each of its interstate pipelines and other major 
sources of gas, and any other information required DY CACO. 
SoCalGas shall also serve a copy of this report on each 
Commissioner. 

4. Should SoCalGas desire an extension of the conditional 
authority for diversion of customer-owned gas granted herein beyond 
February 24, 1989, on or :before noon on February 2-3, 1989 SOCalGas 
shall file with the COmmission's Docket Office (in original and lZ 
copies) and serve on all parties a request for such authority and a 
written report on the results of its efforts to comply with 
0.89-02-039 and Ordering Paragraphs 1 and 2 above. ~he Director of 
CAeO shall report orally to the Commission at its regularly 
scheduled meeting on February 24,l989 at lO:OO a.m. evaluatinq the 
contents of SoC4lGas' filing and report as well as any comments 
received from other parties concerning these mattors. 
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. 
S. The Exeeutive Director is airecte~ to serve copies of 

this order on all parties in I.88-08-052 and .in R.86-05-006~ 
This oraer is effective today. 
Dated Febru~ 14, 1989, at San Francisco, California. 

7 -

G. MI'rcm:u. WILl< 
President 

FREDERICK R. DOOA 
STANLEY W.. HOLET'r 
JOHN S. OHANIAN' 

Commissioners 
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Decision 89-02-0~~ 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA 

Order Instituting Investigation on ) 
the Commission's own motion into ) 
the curtailment of utility electric ) 
generation natural gas deliveries ) 
in the Los Angeles Area. ) 

----------------------------) 
OPLNJQN 

On February 8, 

I.S8-08-05-2 
(Filed August ZS, ,1988) 

Company 
(SoCa1Gas) fi1eQ an emergeney mo~ion· OrQer Instituting 
Rulemaking (R.) 86-06-00& requesting hat the Commission 
immeQia~ely deelare a supply emerg cy that woulQ give SoCalGas the 
discre~ion ~o divert transportati n gas owned by lower-priority 
customers to serve core (Pl and 2A) customers. After reviewing a 
decl~ration under penalty of - jury from William H. Owens, . 
SOCalGas' Vice President-Gas upply, and taking further testimony 
at an en banc hearing in th' proceeding convened -to ~d~ress the 

-J}a~~ = •• ~ 
claim of emergency conditi s, the Commission' issuedl\~O'.) 8.9-02-036 
which found that a supply emergency would exist if SOCalGas' main 
storage facilities held ess than 16 bcf of gas from the present 
until February 24, 1989 SoCalGas was also directed to explore 
assignments with trans rtation customers to increase supplies and 
to m~ke an effort to etermine if diverted gas would continue to 
flow to California. Further, SoCalGas was directed to provide 
daily reports on th situation and to make a complete report to the 
Director of CACD b February 14, 1989 regarding its efforts to 
comply with D.~89 02-035. 

On Feb uary 14, 1989, SoCalGas did meet with the Oireetor 
of CACO and his staff. SoCalGas reported tha't. it has experienced 
vastly increas flows of qas from its interstate pipeline_ ' 
suppliers. I addition, well freeze-up problems ,have easea-:and: 
additional su plies have been, procured by'the"pipeliries. socalGas 
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further indicated that its withdrawals from storage have lessened 
significantly from the record le;els experienced during the week of 
February 6th. ~oCalGas' storage inventory stands at 17.5 bef 
today. Thus while SOCalGas faces less of a threat that it will 
prematurely drop below its end-of-the-month target of 12 bef . / 
storage, SOCalGas' inventory will likely fall below the 16 f 

trigger for diversion authorization before the 24th of t s month 
unless the Commission takes further action. Conversel , there 
remains a risk that a change in weather which would nce again, send 
core demand to record levels could require the di ersion of 
transportation gas in order to fulfill the util" y's obligation to' 
serve high priority customers. 

The Commission's intent is to avo"~ the use of the 
diversion of transportation gas if possib e while ensuring that 
SoCalGas has the ability to quickly obt ~n such authorization to 
protect high priority customers if it ecomes necessary before the 
Commission's next meeting. Therefor, the Commission will continue 
to use a trigger meehanism to prov'~e conditional authorization to 
divert transportation gas while just~ng the trigger volume down 
to 14 be£. This lower figure w'll ensure that diversions will not 
occur before the Commission's ext regularly scheduled meeting on 
February 24, 1989 unless sto age withdrawals accelerate again. If 
such a problem arises soea sean take action to divert gas 
immediately, without the eed for seeking an additional order from 
this Commission. In our view this mechanism provides the correct 
balance between our de rmination to ensure adequate service to 
high priority custome and our desire to avoid unnecessary 
disruption of the tr sportation markets. 

irect SOCalGas to continue to make daily 
reports until our ext meoting on Februc)ry 24, 1989. It is $till 
our intention th 
of transportati 

the conditional authorization for diversion 
qas will expire on February 24th unless extended 

by further c)ct'on of the Commission. Should SoCalGas desire ~o 
apply for sue an extension, it must file such. a request and brief 
the Director of CAC]) prior to noon on February. 2'3,1:9:8"9 ~ 

"1": 
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Several o~her issues require clarification. First, 
while SoCalGas may obtain authorization to divert transportation 
gas if ~he trigger s~oraqe volume is reached, the utili~y is ill 
within its managerial discretion to refrain from such a div. rsion 
if o~her means of adequately supplying core customers ar 
available. One such means may involve purchases of ga 
firm basis at prices qrea~er than current pipeline c 
prices. Even at such prices, the utility and its ~tepayers 

may save a substantial amount of money. The Co ~ssion has 
received inquiries regarding the applicabilityf SoCalGas r tariff 
Rule No. 30 in this situation. It does, d, apply. If 
SoCalGas actually diverts transportation 
authority, the transportation customer h 
payment in the amount of the value-base 

under our conditional 
the option" to receive 

price of alternative fuel" 
used during the diversion. As some f el oil prices are 
consid.erably in excess of commodity as prices, SoCalGas clearly 
has an incentive to purchase all" ailable g~.s at a lower cost than 
the cost of diverted supplies un r Rule 30. 

More importantly, ho ver, during the reasonableness 
review of this incident Soeal as will be required to demonstrate 
that prior to any diversion t purchased 9ll-ov~~lab1e ga~, for as ~ 
we indicated in O.~9-02-0 0, an emergency which justifies "'1/'" 

diversion of transportati n gas presumes tha~ all other gas 
supplies are physically 

Gas should continue ~o pursue agreements 
for the voluntary ass gnment of gas from its transportation 
customers. Such ass gnments can help SoCalGas immediately by 
providing addition gas supplies. Moreover, even if agreement for 
voluntary assignm ts cannot be obtained from all customers, the 
negotiations sho d facilitate the prompt assignment or diversion 
of gas in the ev. nt that the Commission's conditional authorization 
to divert is t ggered. 
F.i.ndi"ngs_o£. F 

1. SoC lGas' withdrawals from storage inventory hav&" 
declined fro the unusually high levels seen dtlring the f"irst week 
of 1989. Additional withelrawals will continue, to 

',", .' 
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be necessary through February 24, 1989, although it is 
how quickly storage inventory will decline. 

2. SoCalGas has curtailed sales service 
and PS customers during this supply shortage. 

3. From the time that SoCaGas first applied for 
authorization to divert transportation gas, SoCalGas' storage 
inventory has been reduced from 20 bcf to 17.S. bef sof today. At 
current rates of storage withdrawals, and withou 
SoCalGas' level of storage inventory will drop 

further action, 
loW' the 16 bef 

tri9ger level set by the Commission in D. S9- 2-039 and may be· 

reduced within several days to 12 Bef, the 
established to provide *peak day~ service 
customers as of the beginning of March. 

4. If SoCalGas' storage invento level in its *big four~ 
storage fields drops below 14 Be£ be re the Coxnmission'5o next 
regularly scheduled meeting on Feb ary 24, 1989, there will be a 
severe threat to the reliability £ core service • 

5. SoCalGas should attem . to enter into agreements 
with transportation customers or voluntary assignment of 
customer-owned gas to SoCalG 

6. It would minimize tiisruption to the transportation 
markets if the gas supply hortage can be managed by SoCalGas 
without resort to divers· n of transportation gas, while still 

( 

ensuring adequate servi e to high priority customers. 
7. SoCalGas' 1 est estimate is that there would be a 

minimum of 150 MMcf/ of non-core customer-owned gas that could be 

relied upon if dive ted pursuant to Commission order. , 
8. SoCalGas ay be able to purchase additional supplies of 

natural gas in l·eu of diverting transportation gas at this time • 

. .. ' '. 
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Concl.usions of Law 
l. Pursu~nt to D~9-02-039 and based on SoCalGas' 

representations to the Director of CACO, if SOCalGas' stora 
inventory levels in its "bi9' four" m~jor stora9'e fields f 1 below 
l4 Bcf before the Commission'S regularly scheduled meet" g on 
February 24, 1989, this will constitute a supplyemer ney for core 
(Pl-P2A) customers within the meaning o·f 0.86-12-010 and SoCalGas~ 

tariffs. 
2. SoCalGas is responsible for demonstrat" 9' in its next 

regul~rly scheduled reasonableness review,that "t purchased all 
available gas supplies before diverting trans rtation gas pursuant 
to Commission order. 

3. SoCalGas Traiff Rule No. 30 doe 
compensation due transportation customers ,whose gas is diverted, 
pursuant to Commission order. 

4. This matter did not appear n the Commis~ion's publiC 
agenda; however, a sufficient emerge exists to j?-stify action on 
an emergency basis under Public Uti ities Code Section 306(l:» 
without such notice. 

l. rnia Gas Company's (SoCalGas) storage 
inventory in its "big fou " major storage fields falls below 14 
Bcf, a supply emergency s declared for core (Pl-P2A) service on 
SOCalGas' system from at time until February 24, 1989 unless 
extended by a subsequ nt Commission order. 

2. SoCalGas s all exercise its best efforts to obtain 

transportation cu 
transportation c 
event of the Co 

customer-owned gas from its major 
omers and to obtain promptcooper~tionfrom 

stomers who do not execute sueh assignments ,in the: 
'ssion-ordered diversion of eU$tomer~ownedgas. 
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SoCalGas shall continue to make a full an~omplete daily 
report (in original a~d 3 copies) to the Director, Commission 
Advisory and Compliance Division (CACD), of its s supply 
operations including, but not limited to: 
withdrawals, the amount of diverted transporta ion gas, and the 
deliveries from each of its interstate pipel· es and other major 
sources of gas, and any other information r ired by CACD. 
SoCalGas shall also serve a copy of this r 
Commissioner. 

4. Should SoCalGas sion of the conditional 
authority for diversion of customer-own d gas granted herein beyond 
February 24, 1989, on or before noon 0 February 23, 1989 SoCalGas 
shall file with the Commission's Dock't Office (in original and 12 
copies) and serve on all parties a r quest for such authority and a 
written report on the results of it efforts to comply with 0. 89- ...,/ 

02-039 and Ordering Paragraphs lad 2 above. The Director of CACD 
shall report orally to the Commis ion at its regularly scheduled 
meeting on February 24, 1989 at 0:00 a.m. evaluating the contents 
of SoCalGas' filing and report s well as any comments received 
from other parties co~cerning ese matters. 

5. The Executive DirectlOr is directed to serve copies of 
this order on all parties in ,.88-08-052 and in R.86,-06--006 .. 

This order is effe tive today. . 
Dated February 14, 1989, at San Francisco, California. 
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G. MITCHELL WILK 
President 

FREDERICK ft. DlJDA 
STANLEY. W.HVLETT 
JOHN :8:. OHANIAN 

Commissioners 


