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A::::~: =~::L~:::O~SS~;~;~~.:~Wj~~W;~ .... ~ 
ELECTRIC COMPANY for a . , , ): , ' 
certificate of public convenience ")" . . ,,;':,:; ,~:;:">:;.;!",,,.;: :~::::> .. ::'::':',"::.';:~.~':)~: 

and necessity:to ,construct:ancl';,·- _):,; .:' ,APl?lication.. ,:S.9:-~0,4:-033 
operate an ,expansion. of its ". L _', (~11~d:Apx:il,.l4" )~~89)~ , ',', ". __ 
existing Natural Gas Pipeline' )' ' '- " " ...... ,~,:; "''-'''--',h--'' • ~..I 

System." -,:_', . .. ,::, )~,' --' ; .. ',.:','.:.":, :~.',::: ,_.':-:: .. '.:.) '<',.:';C: "".':-; __________________ -.1)' .... 

. ~,~ ... ~~~ ',I'·'., _ .. 0"'-' '"':""~ ,", .... ,~:" ..• ,F, ,::-:.;:),~.::' "I"~' ,_ •. <',.;_,1.< 

This opinion addresses and, resolves ,three, ,..p~:ti ti~ns .. for , ,'., 
~ 1. _ " .... ' , ,r' ,:, ' ' ... '" '.. • ',,' l I ,t~..i .~ ... ' "", .• ',,, .'_, 

modification of Decision (D.). "90~12-119,,, which ,qranted, ,a ,,_ 
'. .,(,,' .,' ' "" • \ ' ',/0-. ,..~. 

certificate of public convenience .... and necessity, (CPCN) to, ~acific. , 
Gas and Electri~ Company ,(PG&E) f'or the ,e?cpans,io~o'f.its·9'as:,:· -,',;~ 

'. • I •• <. • .,,,. •• • , •• ,' ..,..J, 

transmission facilities (Expansion Project) . The ,petition ,O;! , 

Southern california Gas comp~ny (SoCa'l Gas) and the, ,two 'p~t,itions, 
, ..' -. , . c -, \ ...... ". c: _ '.-. " 

of PG&E are granted in part. This decisionauth~rizes,a, qas~.local 
distribution co~pany such as soca~ Ga~ ,t,o file anappiic'at-;.:lon' 'fc)r 

• ...., r J 

approval, of faeili ties it must, con,struct to . interconnect .the"", ~ , 
. . . '. • ,,' " .','", " ' •. ' '..' I...- ..... '"' , I •• j . ..~ , 

Expansion Project to its existing faeilities;,allows the Expansion, 
• • • ... ~. i "., ".... : .... ) . I ~ i •• ~.I' 

pipeline ,to eross rivers ~y ~orinq instead of trenching and for 
" • ,,'" ...' II ' .', " ~". ' •• 

eonstruction to ,. oeeur over. a two~year periOd;,' and provides >that .. ~ 
shippers on the l>acific Gas Tran~mission company (PGT) 'i'nterstate 
expan~io~ may not "eross-over" to exis'tinq" PG&E ,. int~astate "; '- - c 

" , \ ,,) '.. '. . -,.I ".l,:~~.: ·'\t~~ ... :' ..... :,:~ 

facilities to avoid tariffs for service on,the PG&E intrastate 
Expansion Project. . ' ,)',.','. ;,;:,;:,.-.,~;-~~ , 

'. -. :"','/'" . (:. Ir' '~.\i ,,~' 

1.. Petitign for Modification of Soca1 Qs 
."-~ .. " .... " .' ..... 

, On March 11,. 1991, SoCal Gas":filed its petition ~sking " 
" ,< •. t '", • ' .. '"..... ,,'~, '" ~.,~I , ',~ .. ' I", .. ",.fI.,·}'.' , .. :. I. ,l, ,,'.'_ .. '''' 

the.Conunission,to.elarify how,thestate'sqas utiliti~s carl. submit " 
• " •• <' .~ ••• , • y '. , ,.,' t' '~~'_:'" \ "_ ,,~." .... ',. 

proposals I- prior· to construction, for, _, investments ,in utility 
, • .., , '- .. - < ", ,.....,. ' •• ' ' •• J. ~..' ... '" .. ' _' ,_ - '.' ~ .... 

facilities that,are necessary to interconnec1: the utility witl;l" 
~ , ... ~. "., • , oJ _ """ r,. ~ ~_. _,:,.... .,.,'. "<' 

additional interstate pipeline capacity. 
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In its Comments on the ALJ's Proposea Decision, SOCal Gas 
haa~6ught'?a~~~ia~~e'~th:it:' th~ c~~i~:~:r:~r? ~ou.ld-'entert'a:ir?~ :'r~quest':' '., '. . 

to incluae'interconnecti"on costs: in rates,." pending"'a,':,post- (" ',:',> ,I'.' 

construction reasonableness review. 
'~~",,_, • I ~"',' ... ", .~,'.::. ~ ~'~~:-:~ ,", ·~'·"::i.~· . . J,.: ,,., 

.0. 9'O~12-119 s~tea tha:t the utility's' ,.decision "to., incur; , .. ,',' 
constructi'on'costs would be deemed reasonable, but:':-that·;:::th'e •• ' ~ '.:: '~'~.::~ 

• .. J. • ! '.~ " ,i I.f ,., : ' , • ' .... • '. .' 

recovery of costs in rates woula still be subject to' a post- .",',' .' I ~'. 

e 

construction reasonableness review. -. 'Sinee D.·9'0-1'2-l;'l;9'·was'· issued·,,,, 
SOCal Gas has filed an application to reeover costs incurred to 

'" .-
interconnect another interstate pipeline"and wishes that 
application, A.90-11-03S, to be designated a model on which later 

.. " 

applications' for otheraddit':t'ons can be based'. 
It woul~ .be premature to desl~ate SoCal-Gas"s' .... ::' 

application as a model, since' the pro~eedin9' is in its nascent·· . 
stages. Moreover, . the pa:l:tfes should be aware'that'theCoramission 
needs flexibility to respond 'to ' anti'cipated' changes in' gas' ';, . ' . .,' 

infrastructure. Our flexibilitY'i's'especially importa:nt'sinee 'our 
gas capacity brokering program is about to be implemented.',' 

I~ the petition at hand, socal' Gas has proposed:';i~ngUage 
modifications toO.90-12-119'. Those 'modifications 'are .. eonsi'stent 
with the c~mmission's intent that a utility's 'costs of' .... -'.,'-, . 

interco~ec:tion .~' recovered only after CPUC rev'lew ot':"its "formal 
application for cost recoverY~ The 'utility"s ;tender'~ot:~ari":;' ,. 

application to re~~ver costs preserves the commission's':flexibl:lity 
to consider the application 'separately ~ras part of ':a::'larger::' " .. 
prcceedinq ~ 'The . pro~osedlanquaqe':: should be . adopted ~~ .. , .>:, 

, .. 
2. Petition of PG&E ., . 

On March 29, 1991;PG&E~' filed, its ':reciuest:"to::;mod.'ity' .... ' 
.... ~ ,... - - , • • , , • ...... '.. • , , " .. po, , •• '... .<. "'.I' • -~-. 

0.90-12-119 to amend the construction"schedule from"a:'one~year 

. ',~ 

", 

schedule' 'to a tw~year' scheduie. constrUction 'Of the:pipeiineover " 
a two-year periOd would enable PG&E to 'cross:: Delta 'rivers"by .:,. 
drilling underneath the rivers: and' install:Lng . the pipeline "',:;, ..... ,'., 

',f •• '.~i'",''',--... 
'''' ' • '., •• " •• " ". ' - .'. • ,,-' ,,' ......... ,,' • ',~I ' •• ,' ~'. 
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'. 
underqround;~ rather: than; subxnerqin9.~ .the:pipeline:~, in; .. a,~. trench(:"on the: .. 
bottom.'Iot, t.b.e'rivers.. . "': '): -,~' '.\.:. ':; :,~ . .' < ""'. :";:.:::(~'> ;:~ '" -'; v;':.: 

:On May 22', l-99l,PG&E·filed~,an':amendxuent-.to its::! March.: 29". 
petition,: for modification. The applicant: requests,per:miss.:ion .to·,.:,. 

submit engineering' drawings relatinq"to the' river crossi~9s.:· ,.,.' .'. 
60 days,' rather than' 180 days,. prior, to- ;the start· of~: co.nst.ruction. 
D.90-l2-119- had required the submittal. to provide the· biological .. 
monitor sufficient notice and . opportunity to. protect, special ,$.ta.:,tus; " 
plants occurring: at the crossinq:site.'· . , ';;' .... : ,...., ... . 

D.90-l2-119 had limited construction to the periods-for ... I.' 

which the environmental impacts of construction: .. w:ere.analyzed~,,~n 
the Final Environmental Impact Report (EIR).. The Final,EI~ was· 
based onPG&E's application" which' had.:pr.oposed that ,rivers be . ", . 
crossed using the standardtrenchinq .:method ,over. a .on~year,:,." 

construction schedule.. However," the" Final:,EIR concludedl,tha:t-; .. 
boring under·the rivers would be. preferable: and· adopted. that I 
construction practice as a mitigation measure. . "'" 

'Xo comply with these:,mitiqation' requirements, PG&E,must. 
attempt to "install the bored crossing- ':between September. ,1",1991·, . , .... '" , 

and May l, 1992,.. to allow for. opencuttinq the .erossin9's,during ,the. 
October-to-January river crossing- window, of the following"year if 
boring is not successfUl. The -two-year construction, ,schedule will, 
enable PG&E'to pursue the mitigation measure efficiently., If".,. 
construction coxmnences in. September ·of,19·91,the 180~day,.d~adline '. 
for submittal ,of 'engineering-, drawings would have expired'in,~ch: 
of 1991. Thus, it is reasonable to reduce the notice period to 
60 days prior to construction. 

The CACD has reviewed the potential environmental impact 
of . the proposed. river boring, and two-year construction schedule'~'M-"" 

•• .... ••• ,. , ,", L .: • \, ". ~ ... I • • ,. • .... ~. ; • ,.; ": ,', J ;....., " ,.. 

Its study andconclllsions are contained::., in-the~AddendUm, ,to' ." 
PG'l'/PG&E Natural Gas",Pipeline',Pl:oject': Environmental Impa~t-'Rep~rt~ ' . 

• ' - . . '. r!' '_ ....",. '::.. _ _ . '.,..' ,.. ., -'." 

Modification of: Pipeline Schedule ·to-- Allow Directional' Drilling of ':.'~ 
the Delta crossings'to'oceur 'from'Sep~ember l"'199l to;;May1',,:: . 

.••• '\ ,""') " I '".: ' 

po, j,", 
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'. 
1992'" and'"the"·"Addenduxn to<PG'1''lPG&E·NaturalGas.~Pipeline Proj.eet:·'.,::.-,:. 
Environmental Impact Report: Extension of Pipeline'·Schedule',over/a.::,:: 
2-year' Period·~" The" Addendum notes. that construction~' in ,anyone 
seglnent would, be completed' in" one year,. within the. same:: seasonal 
windows analyzed in the Final EIR~'It concludes: that:, the:.i1npacts .. ':: 
of the request are the same' as, ' or less, than, '. those~ of', the. original:,. 
project. NO:' important new issues:orsiqnificant,. effects: on: the' 
environment 'are raised' by the: proposeCl-· changes.,' :,Therefore",.the·, ; , " 
revisions do not require the preparation: :of:a suD sequent- 'EIR,{or: :.' ',-
supplement to-' an; EIR~ .:; ::. '.~. 

3. Second,Petitionor PGiE·· 
3.1 Reque$edRe1i~ 

. LJ-,' 

On April 23, 1991-,'~'PG&E; filed,' a"second~ petition,:::tor;:,.:.·;:.~;: 
modification of». 90-12'-119'. " In this:; pJ;eading,- ·PG&E'· .'requests :the'/', ::' 
Commission ·"to elarifythat the Expansion." proj ect ;.;i;s, ,certi:fieated .' :.': 
as the intrastate means for taking gas:: awayfrom.,'.the PG'l' 'Expansion 
and that PG&E's existing Line 400 ,facilities ancl'·,tb.e intrastate .:,.' 
rates related to them. will· not be available for"eross-over" from 
the PGT Expansion" and' to " shorten , therequ:ired·;period' .between::: ' 
eontraCtfiling ancl start of construction-to- thirty days.:", 

Tb.'is request arises':from the relationship' "between:: the :.' :;. ',. 
interstatePGT' EXpansion and' intrastate" PG&EExpansion, :which were" 
conceivecl by 'PG&E' as a single' proj'ect:to ·:bring canad.ian·.·gas~from 
Kingsgate,B.C., to- Kern River station<in':San Joaquin County,.,;. ' 
california. 1 PG&E asserts that' this co:mmission'S::':procurell1ent,~and"~'J, 

• ~', "",;' .• , ... , I.~ •• 1, ··f~" , 'w ',. ' ...... ,.' .,.. ...... \,.: __ .......... ,. '_,. ..... ~ J.., (' , •• ~ '1. .... 

~ On January 22, 1991, the Federal'Enerqy'Requlatory' Commfssion~'.l 
(FERC) issued" a 'Preliminary '·Determ.ination:,approving':the;;PGT".:portio:o.:: 
of.the Expansion Projeet-:--but.ordering,that capacity on.thePG'l'., ..... "'(' 
Expansion be allocated through a' new"open 'season" 'bid "process"'that ' 
would. award 'capacity only as· far:' as theOreqon-California;:,borCler .:,:: -"" 
That open season has now taken place. PG'l' bidders .. must" now enter " 
into arrangements to have their gas delivered to points'" within' ' ,,
cali fornia. 

- 4'- -:, '" 
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'. 
capacity brokering initiatives (R.'90-02-00a;;,~ R~Sa-08-01a-); have,; , ,.. .. , 
caused· eertain~bidclers!or' PGT' . Expansl:on capacity,to qlJ.esti'o:tl'·,'>:,-,:,: . ' " 
whether theymi9'ht "cross-over" from. their':;PG'I'·.Expansion.capa-city'· .',~:' 
to existing PG&E facilities at . the California 'l:Iorder~PG&E;-:c:taims,.~ " 
that'since such: a hypothetical cross-over miqht avoid the~:PG&E,:': ," 
Expansion project's tariffs, uncertainty· on th'ispoint threatens~,to' 
delay execution· of some of the Expansion'Project's'transportation 
aqreements. PG&E also- seeks a shorteninq of time betweenl.its, 
filing of firm transportation aqreements. and' the:. start. o·f.·: .-'. 
construction from ninety days- to·> thirty days. ' . The .... shorteninq of 
time is crucial· to- enable PG&E· to ~re' ,under ri vers.'; since .. that ' 
process must be<;'in no-later than September' 1, 199"1 and: it': is: now 
less than gO days prior to- that: date ~ " " . 
3.2 . ReSRQDses by Intervenors and· R4:ml.y of· PG&E ., , ," 

~ " ' 

Responses to PG&E's April Z3-'petition"for modi-fiea.tion 
were received from intervenors> Kern River' Gas Transmission ·CompallY 
(Kern River) ,Altamont, Gas Transmission.' Company,(Altall1ont):;..: and the· . 
Indicated Expansion Shippers ·(Indicated"Shippers) .2.,-.- Th.e.· 
intervenors oppose PG&E's petition for· modification.', .. :~·'" .::. 

,Kern River u-rgesthe Commission <to< expl'icitl'y"<require" 
PG&E to allow non-core shippers on its' system.: free choice:,.::'.' .•.. ~' ::' 
consistent with the Commission's. rules.:,amonq the transporta.tion' 
services PG&E provides. Kern River relies heavily on'the2ERC's", 
findinqthatPG't/pG&E'protected the market of'PG&E,from..eoxnpetition 
:by allow:[ng-del'iveries of -e)C),:>ansion capacity to Kern.. .River, ,Station " 
only, thereby"by-passing the market area-of, ·PG&E' .... Kern· River.·a:lso<'.', 
hiqh.l:i-qhts the FERC's suqgestion that'PGT . and PG&E' .may- have, :created' .:: 

,,\, .'.' ~ .. : ~ . ,: ," . .:, ' ... / .. 

'. \~i _ . 

:.:, 1 ',.,1" 

2 Kern River and Altamont are competitors of the';p~/pG&E:<' :, 
Expansion and have previously appeared in this proceeding. The 
Zndicated Shippers are an ad hoc group of six Expansion shippers 
wh.o tQ9'ether have contracted for approximately 236 MMcf/d of the 
Expansion's 755 MMcf/d total capacity. 

- s. -"- ,~. 
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" 
an H illegal tying. ,arrangement,-):)etween .. interstate ;an?--;, in.traS:ta~e.: : .. ;:.,; ,.' 
transportation .. H ,: Kern River arques,~·'that~·; the.· commission' s~. grant:> o,f~,;,~, 
PG&E's petition for modification woulc:l" cons.titute-" an., endo~sement:; .'<·:i 

restrietinqPG'r shippers only to Kern'"River Sta:tion, :wo,uld:enhan:ee '::-; 
PG&E's stanc:linq in the competition for southern- Cali,fornia lnarkets" ":' 
and'would preserve PG&E's c:lominant, position in- No~hern. ,~a~i!ornia.>:, 

Altamont' $ < 0):); eetions to· PG&E' s· proposal focus. on:: the '.' 
impact of the tying arrangement on'; ,shippers' ability to-· deliyer-
Expansion gas· to northern California. , : .. ,' " . 

. The Indicated Shippers als~o):)j·ectto,;the designa:t,ion. of~ .. ' 
the Expansion"as the California carrie%:, of PGT.expansion "s.upplies:, ..... ,. 
because as currently designed,,' PG&E's;,tariffs .would: requi.re,,'.. """")-'
Expansion shippers to pay twice for transportation oyer the ,.length ." . 
or "backbone" of the state.' ~Accorc:lingto- the-Indic_~:ted.$hippers",:;: .. 
transportation. to Kern River Station is imputed~in'Expansion rates; 
the cost· of transportation over lines. 400·,. ,2, ,and, 3-0,0, wh.iCh, 
parallel the EA-pansion" is ilnputed, in PG&E' sexistingratef.or 
intrastate transportation. The' Ind'icat,ed Shipperssuggest~ the, . . e 
Commission declare' as its policy that Expansion :Shippe~si see,king 
delivery in northern California need . not·, pay twice ·,for. ~back:bone" 
transportation, and recommend ,that the .Commissionaxnencl ~G&E.'s ;.: 
tariffs to "be' consistent with this 'pol:icy, in the; Expansion ':$. f·irst 
general rate ease., '."'::;~' ,:;:<:,~' . <, ,:.": 

. On June 7, '199'1, .PG&E :filed ,its, reply to"the,.resp~nse of 
the Expansion.: Shippers. ·PG&cE.arques with, the Expansion,;:S~ipp.ers \' 
that'the costs of line 400,:300, .. ·and..2. : should not ))e."included",in '/ . -', 

. 't>...' ,..". 

their underlying intrastaterate: ... :.~ PG&-E·offers: to -eliminate; . costs.: ,~, : .'.' 
related to the facilities paralleled ~y the Expansion Projeet from 
the off-Expansion rate to be paid by Expansion Shippers into PG&E's 
service area, but it does not specify how this would be authorizec:l 
by the Commission. -., ........ , ........ .. 

. "-";", .-:', ." ....... . :..' . ~,' :.' ".~:"'~ \' _:: I,:: • '. ~:, . ': " 
• 1'- ." ".\: 

/.... " ". ~'. '-"\ 
'",. '.,'" "' ' ..... ~ .J, ", 

:- .:""."t ~,.~ '" d.t ,I ••• :~1,~. /,':.::'.,'~/~,~, ~·"'·/j.:I;:. ~:,')~~.~'::,'::<:~.:~ 1:r;:"~!I: 

• 'OJ' ,.:" -:.:,',. ,~'.'. '.:' "' t .. ""',-' :~'I \ ·~~:j>~.i< f •• I::. ~~ .. ~' ,'.~'()..:".:., ... ~~:.(~.:(::{ 



\ 
A.S9-04-033 ALJ/ECL/jac w 

" 
~ . DO • .. 3· ···)'scusS10n':· ,'I ""."'. \' 

'"I. _ .r·I.,~ 

' ... : Kern River and- Altamont's'ma.j:or':eomplaint,·d.;s'.,founde<i'()n :-"'.,':' 
theFERC's· interpretation of our authorization for'·PG&E's,~;:.·: ;;.:." "~) 
intrastate service • Apparently, .~ the FERC'interprets :;the:.·tar±ff' for .; 
a "single delivery, point'" as prohibiting.~delivery of ·Expans:Lon~-.gas':. :': 
anywhere other than Kern. River . Sta.tion"~ IfPG&E Expansion, ;serviee~: 
is required for PGT Expansion 'shippers wishing '.to·bring gas;.:.into, '. 
california, then, according' to this interpretation,. the interstate ... , 
shipments cannot be reeeivedanywhere .. besides Kern.-·River-·Station. ,_ . 
According to-' the intervenors, thiS: routing of PGT qasto- ,the' 

Expansion Project becomes a "tying·. arrangement" because. it .. would·· . 
prevent Expansion gas from' 'being delivered" tOo: northern Cal·ifornia, ,., 
thus protecting PG&E"s market trom competition.:: .;~'. 

NO: unlawtul tying arrangement., will· result from: requiring 
PGT expansion· gas to· be transported within. californiauncler the . 

PG&E Expansion Project tariff •. That. misconception. is based:.·on a" 
presumed lack of 'clelivery to points: within: PG&E's service ,>::: 

territory. In fact, Expansion shippers· will be· able to',de·l'iver:. 
their gas anywhere in PG&E's service territory under: PG&E':s. 
existing, tariff tor intrastate transportation., The Hsingle ' 
clelive::y point" refers to· the need, for the Expansion Project: 
transportation rate to· recover the .cost of service for.: the", entire 
facility·, ·whicl:l includes transportation: to Kern-River Station.:., .. The:., 
rate is the same for all Expansion: Shippers,. regardless· ot/their :: ,
ultimate clelivery point •. ,'Thus;: eventhouqh.. ,the~ .rate·for,·Expansion 
Project~ se:rvl:ce is based on· serviceto .. Kern, ltiver_·.5tation,·,;a,;··· -, 
shipper can have its gas delivered anywhere within PG&E's service 
territory. 

Requiring the PGT interstate shipper to pay the tariffed 
rate for intrastate Expansion Project service does not unlaw.fully.,.,. 

~ ~ ." " .~.: .~ , .... ,,~, ••• >. • ..... ,. .. ' '.~ .• ~. r ... • " - "" '. "'\ ...... , ......... '" I'"' . 

protectPG&E: from competition,. as ass,e~ed. by: 'XerI,l:Riyer :.and: <.::: " .. 
w • ~ ~.~.. .' • ,.'" ./.. •••• "} .. ~..J •. , .• • j ••• " 

Altamont., '.,,' ,',,<'" :,,'. ,.,~ ,- .... ~, ".::'-1.,.';':: ':,:~ ~,~ :"'::,<>:,:' ''''L':~ .:\~., 

,.,1 .. , '. 

....-\.'.,-"'. .... ,. 
" "J' 
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" 
Let us assume that PG&E' s "competition" consis;ts: o.f:):~G~.E.:'·.,:,:· 

customers who w±shto broker their firm~'capacityrights:-:'on,:the 
existing PG&E' system. The', requirement . that PG'I": Expansion,:: shipments, .. 
be 'transported at PG&E'Expansion Project rates if delivery by,.PG&E:'", 
from the.:, california border is desired', does, not resu'lt, ,in .. .economic :' 
harm to' competition. That is because:. Expansion ·.volumesa:r:e:, "',:' ,:,' . 
incremental .. The demand for brokered'capacity which'existed-:before 
the advent:, of the Expansion' Proj eet wil-l; still> exist,af.ter, the,~. "., 
Expansion begins operation. . That is, ·because' the:, Expansion: wi'll .. "-, 
deliver incremental volumes and 100% ,of the:firm'<capac'i:ty,:,~on· .the,. 
Expansion will be allocated according: to' precedent;.' agreements:. '"" ": 
'I'hus, the eompetition against PG&Efor, brokering,'firm~capaci:ty ,is
neither harmed nor restrained by a requirement that.'"PGT', Expansion , 
gas' be subject· to PG&E Expansion tariffs. if the gas., is ,,:to; 'be 
delivered by' PG&E from Malin, to points' .in California., If:,; ,on ,the ". ,,' 
other hand" we . assume that PG&E'seompetition consistsof.shippers~ , 
who wish to sell' gas in PG&E's' service ,territory, we find· ,that, . 
eompetition to-be equally safe: from .harm'. ,Transpol:tation to"points " 
within PG&E"sserviee territory: is offered :.al'l shippers".by. PG&E's '. , ' 
existing intrastate' transportation tariff.:: Expansion sh'ippe:t:s, are 
free to compete with PG&E in the sale, 'of. gas. ',' 

. As explained in our ,decision on' ,ORA's petitioJl:,;for, " 
modification ,of 0.90-12-119-,. the prohi.b'ition against "er.oss"":o:,-,,er" " 
fromPG'I' Expansion to existing'PG&E: 'faeiJ;;ities • is ".a neeessar.y" 
adj unet, to.: ,our,' deeision-to, use":alloca ted, :increm.ental,',cos,t :.,based, 
rates instead~ of rolled-in, rates.. 3 .PG&E asserts,;tbat ,there".is::, 

-'I. ,.' ,-, 

I ..... " 
,",-" ., "~.' " r'~' '. 

"".". ..'~' - -> ... ,,' c/.:I···~:"·~,'.~ ;",""" '~,"~';;:' "~::: .. I<:;'<I/"'"'·~'·':~ .. ".;", ' ... ,,~,Jo 

3 'I'he term,~cross-:over" suqges:t;stbat.some Expansion Shippers 
wish their gas' molecules 'to' be 'divert'ed"to" PG&E"s'-existing"'lin:e';-400;'~ 
at the Oreqon border. 'I'he issue is not which facilities· will,be,., 
used, but what rates should be paid. PG&E's existinq intrastate 
transportation rate is less than the estimated Expansion rate, and 
thus, is more desirable to PGT Expansion Shippers. 
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' .. \" .......... ' " .... , ' .. '" 

, . 
currently. no ~~excess capaci tyava.ilabl:e on : .. its . mainline ~ ·faeil·i ties ;;:i '::." 

for lIloving·-Canadian-gas.. That. assertion· was . not 'cha:lle:nged,:kly:- any. .. '., 
party.. 'rhus;. itPGT' 'expansion, shippers w.ere.to -pay,J?G&E'.s.·~rates <; ":"'.::. 

for intrastate transportation' over 'existing:faeil.ities ,.;they; would· 
force those seeking firm transportation of non-PG'l', Expansion', gas., d." ::; 

to pay Expansion rates. The result would be.rollecl-inprieing and 
a shift of risk to existing ratepayers •.. We intended·.,to.:.avoid~ ,this 
very result· by adopting allocated·' incremental, cost . .l~ased·· rates:in .. ' : 
0.90-12-119; see ,also,. 0 .. 91-06-017,., (re:ORA·Petition::for .. :. 
Modification of.O~90-12-119) modifying and affirming the '.: .. 

: ; :.,> ', .. / ;"" "I \ I • ,1 • 

. Given· our d.esire to. protect PG&E's ratepayers·· from.:,.:tbe . 
risk of underutilize of . Expansion. capacity:,. ·the·,lack;.of··,unlawful:. 
anticompetitive effect, . and our ,clesire to.. foster~' cora.petit~on among· .-<. 
interstate pipelines for the Southern California gas market,,;.' it7, is, .. ; .... 
reasonable to ·des.ignate the. Expansion: Project- tariff.:as,:t,he rate 
for transportionof PCT' Expansion gas through California.,.,: if PCT:, .: 
shippers wish· to have PG&E.a.eliver theirgas·to, points ,in:.p'>~: 
California. Rate d.esign is one of the' issues. reserved.; .for,. f~er': " 
consideration in, the first Expansion . .Proj-ectgeneral:;,rate ease.,:;,-,. 
(See, D.90-12-119', Orclering, Para9'%'aph 14g .• ) By that. time:, ;.the 
m.arket for intrastate transportation .shou'ld be developed·· .well::, 
enough to allow£or evaluation of 'the' Expansion-·Px:oj·ects:' al·l~ted ':, 
incremental'cost based rates.·Oepending~on how. eapacity on the, .. , ";. ' 
Expansion' Project is actually. used, . it may· :be reasonab-le;: to..';··:,'i. . ._, 
reallocate the cost of the proj ect'.among", PG&E' s~ eustomex:s;~ .. · .':. .., 

The" Indicated Shippers object·to payingtw:ice~: :for~ ... '.' 
transportation over the length of PG&E's servic:e:.,.territory,(. onc:~. '",.", 
through the Expansion Project rate and. again through PG&E's..,·x:ate:.,., ..... 
for intrastate' transportation,.. which:~recovers the c:~st>o,f',.service 
of PG&E's. existing mainline. We have- :explained· that. tho" .Expansi,on:.,:;. 
Project tariff must collect the cost of the·entir,e:-.faci-li:ty, .since. ":' 
delivery to· northern california',over the.ExpansioJ.'l,.,w~ul~ .,not be-, 

- 9 -- C ". 
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" 
possible without ·'the operation o!~Expans.ion. f.aci,l;,i ties >at (the: .. ' :". . .... _ -~:, 
southern '·:.end .' o!·:PG&E' s -system. ..·The'·. :Indicated . Sb.ipperst,;·;eoncerns. .:: (;, . 
cannot l:)e·"',reflected: in amend:ments ,.to: the ',Expansion " Projeet''.s':rate . ", 
desiC]!l.' However, the ~cost ' ·o!::baekbone .. transmizs:i:on . ·is also.- ... 
collected ·in PG&E'S' qas ·transportatioll"taritf;. ':. . "',' . , 

We should explore whether. it would ~e 'consistent.with.our· 
rate desiqn 'policy to adjust the',existinq PG&E transportation rate 
and offer a revised rate to· Expansion shippers.;" The "Indicated· .' 
Shippers and· PG&E should· present. their -positions, in the' form ::of " 
testimony in the next PG&E gas rate .. design proceedinq_ " ·All,.classes.,. 
of ratepayers would then have an opportunity to' eommenton':the, . ,,,<~ 
reasonableness o!an intrastate transportation rate, for. volumes of 
qas transported over· the PGT ~ interstate, Expansion'Proj ect·:·which .'. 
excludes a:portion of the cost otservice associated,',with.:,mainline 
transportation·.· '. " ' " 

.', Finally, we grant PG&E's request to reduce. the"ltime,., .. 
period: between PG&E's submittal of firm· tran.sportationr)aqreements " " ' 
and the beqinninq ot, construction.: from 9·0~. days. to',. 30 days.. , ',·The·,. ., 
reduction in- time will enable PG&E to use the least 
environmentally-damaging technique:' for., crossinq> rivers. ,·Kern:.:River:: .. :' 
and AltaIllont . claim it is neeessaryta..review the •• agreements.: to' ,.' 
establish, sufficient need ,for~' the 'proj,eetsuch' that·, .PG&E"s existinq.,·· 
ratepayers are protected· from', ·the ·risk of underutilization. .' .In'. our'. 
earlier decision'on ORA's petition!or modification, we:,'dec~ared h 

unequivocally that' all risk of revenue . recovery lies-' with,: PGScE. and:,:,: 
its sb.areholders;' no- EXpansion' Projeet costs may:- be;:recovered,:in 
rates fromexistinq ratepayers.'. '. The arguments· ot :Kern: River and 
Al tamont> are' 'not persuasive;. . 
"'onclu·sl.-on': ' :." ,,' ". "," -"'" ' .. ~'" .' '.'.' .... :_. , I .. :ac ___ ~-------.___ ~'.. -, '" . '. " ~, :": ";1 ,I .-:,"~.-, :': ".: ... ~ . ., ":.',;':.~,-;:~;.,,~. t!~::-

""': ) Based, "on the' above, '-d'iscuss±on,::the :peti tion:' ot;-:SoC~l~ ~s~»: 
shouldbe"qranted in part and: thetwo'-petitions :of .PG&E: shoU:ldr.be: ;;) 
granted·. ,D. 9~12~119 should: be modi.tied· to indiea.te:tha.~ :a:loeal:,>-:':: 
distribution company, (LDCY such asSocaJ;' Gas is; author±ze&:,to:~:fil:e~;..; 

- 10 --' , 
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an application tor"~authori ty· to;'·include in:rate~::basec::fae±lities: 
needed to,connect' interstate·:pipelines,:to,·the:.LDC,that',:PG&Eqnay-:: ,'/ >: 
use river borin9' over a two-year period to cross rivers>,anCl~"'that,~" ~ .. ':~ 
PG&E 'must: assi~ PG'l" Expansion shippers~who wi~h·their:·:qas.'"'to· .be 
delivered within' northern California to. the . Expansion ,:Proj;eet ,'and" 
its taritt ... '" \> ,t" ';'.<,1'", .. ,,:; .,', ""~' 

Findings" or nc:t 
1,. ',~' The :filing" of an· application"torreasonabl'eness review 'is(' 

the appropriate means bywhieh,SoCal' Gas and, other:"local"~ 
distribution companies may' seek post-construction:7:review::of the' 
reasonableness of their decision to add facilities to accommodate', 
interstate pipeline deliveries •.. :;'" ," ,:::,':: ,.,;;: 

2." It is premature to c:lesiqnate.; any','proceedinq,: as'.:>a" .. model '," ~ 

for reasonableness ,review of··tacilities·. additions.' because the'.:":,, .. :. ," 
co:m:m.ission must retain itst'lexibility ·to'respond,to .. :chanqes::-in, the" 
qas infrastructure, partieularly: in view ot· the~ qas:' capacity..;, , .' 
brokerinq proqram we are to implement. 

,3. PG&E must provide 'enqineerincr· drawinqs ,of .,its proposed 
river crossings,to the coxnmission's'desiqnated:biological monitor' 
to enable'the monitor to assess'theimpacts.. on speeialstatus" 
plants and. to require whatever route chanqes are necessary. to-.. avoid 
jeopardizinq. the species. •. :;.".;,:~.::_:;<,\ 

4.::' Boring- under the' rivers-will~;'impose .less.·threat:to 
endangered" plant'species thanstandard\'pipeline trenehinq,~· ;,:" ..... ., 
procedures. ~ ";r" ')'i ... ,,~ ,", L,~ 

5-. Borinqwill' be accompl:ished:: 'most' ,eftic:l;ently::,if~;.PG&E: . 
constructs its'rivererossinqs. over a "two-year.: schedule.';" :: '.:':; -: ... ,:~.: 

6 .. ~ The' :t:irstri ver crossinq: by: boring shOuld be: undertaken.:. . ... : 
in September 1991. ~ :~': !r ,,', ,..: ',~: : ... :-

7 •. The 'lSO-day deadline tor_ 'submittal·of. engineering 
drawings' for>construetion: in:'~September:of 199'1 has passed.· ... : .. ·»,-:-;:~· ~-" 

- II - .. 
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" 
8. :Since :boringis-the enviromnetallypre'!erred :m.eans;,ot.-; . .<" 

river crossing ; the . deadline ': for .eng'ineering':drawings ':shouldcIDe :,:' ' 
reciuced:to,oOdays. "",,,',,','"': '-;"",'~,:-:: -;, -, . ,~tlr 

9' •. The. Commission has,prepared'anr',addendwn,··to the:,Final::EIR" , 
that ,'was -adopted --in D.90-12-119 to. evaluate the'potential:, ' 
environmental impact of PG&E's proposal to construct its river 
crossing'S over a two-year schedule. An addendum was als,o', prepared 
to study.the potential environmental.impact of crossing rivers 
identified in the Department of ~Fish.~And· ,Game's Biolo9'ical·~Opinion " . 
by boring under them, as opposed· to·' burying· thcpipeline in a;: 

trench. 
10. PG&E's proposal to construct .. its': river:crossings over.·a" 

two-year; schedule,. as opposed, to 'a' one-year schedule, does~~not, 
introduce significant new, information .. ". Also-,.the·;proposal,.does.·,not:- ' 
constitute a' substantial' change' in the:: proj ect that", would',invol ve :.:.:: 
new significant onvironment41. impacts ·that were. not ,analyzed: "in the·, 
EIR. , ..... .... f.·,·' ... ";,:';"::':'; 

ll .. , The rate for transportation, on ,the Expansion Projeet::must e 
recover the cost;',of- service: £orthe' entire': facility, ,which,: :-;'''. 
oriqinatesat ,Malin, OrecJonand terminates at Kern"River, Station'" 
cali~ornia.' " , ","" 

,',. 

12 • Although the Expansion Proj ect transportation:: rate:,: is, -
based on delivery·at· Kern River'. station',: usc". of: the'.! Expansion. " 
Project does,.not preclude delivery..:elsewhere in'PG&E's';service, .' 

territory. " ...... '.:' , 

l3,., ,~Shipperswho desiresome".or~all.'of their. PG'r.Expansion 
volumes to be. del,ivered in,. Northern·Cal±fornia.:maY','arrange ,f~r,.,·.that::~: 
delivery pursuant to' PG&E's, existing; intrastate, 'transpor:tation, 
tariffs. .',I~ '::,.:,~'~, ,~:.:: ,(:: 

14. Use. of; the, Expansion: Proj·ect ,does,: not 'preclude');shippers 
from marketing:gas delivered" over .the:.'PG'I'·:,exPansion::ino~PG&-E:'s: .... : .. ,.;.,;;. 

service territory. 

- 12··- ::,'" -
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; .' ~.... , , ...... ' \ ~\ . .' ~ 

',. 

, 15 .' ',The :reluetance of, some:' PGTexpansionr shippers.: tOJ;a,cqui·re -:: (i , 

capacity on the PG&E Expans.ion. Project : based '.on the' possibility.:· " 
that they may :be foregoing the opportunity to acqu-ire'capaci.tyon' 
existing PG&E, ,tacili ties' delllonstrates a' . demand, :~for, :ga$':,: " ~ ~: 

transportation capacity at the' lowest: possible, price;." ·it does. not; 
demonstrate a 'lack' of demand for the Expansion Proj'ect.: . '. : .. 

16. There is currently no capacity 'available to· incremental 
users on existing PG&E.transporation facilities.' .' ", ,"' . ' 

17. Designation of the PG&E :Expansion .Proj ect ,.as the''-' 
intrastate .carrier of gas shipped, on,the'~PGT' "expansion does::·not" 
require "shippers on the PGT expansion to use- any intrastate" 

\ .'~ 

transportation. .' .. ' .," .. ,.' 
lS. Allowing PGT expansion shippers who wish t~. del:iver -gas·-,·, " 

in any part, of California,. ,including" .northern'California,.>:to, pay 

rates for the use of PG&E's existing transmission facilities wou:lct " 
nullify the Commission's decision.tol.protect :existing;.ratepayers 
from the risk of overcapacity, :by' :adopting allocated> incrementa;.); 
cost based rates.. ' ., ..... .> "", ... 

19. The requirement that PGT Expansion shipments, be::-.": .. '.~ 

transported ,at PG&E Expansion~ojece',rates if. delivery.: by ',:PG&E, 

:from the California border .:Ls.dosireddoes notresu:tt in:economic' •. ":, 
harm to competition..' ";,. ,. -: <' ., , ..... ' 

20. PG&E's intrastate transportation rate recovers, the cost" .. ,., '.i 

of service associated with PG&E's 9as transmission mainlines, that 
is, lines 400, 2, and 300. 

21. Expansion shippers who require delivery by PG&E for 
northern california destinations would twice ':pay'. :the-::cost ,:.of 
mainline transportation down . the lenqth·of California,. . once in,'the 
Expansion rate and once in,-PG&E':s ,existing intrastate;; 
transportation" rate. ' .. ",,- .. ',. ' 

22. In the next PG&E gas ~atedesicJn' pr~ceedin9', 'PG&E and 
other interested . parties should 'explore.:the reasonablene'ss of 

• \ ' •• ., , •• ,' OJ'',, '. .,' , J 

amending PG&E's intrastateutransportation,·tariff,to-,:provide a rate 
, '\ .~ . '" ," . 1< '"",,, 

- 13 - '''' 
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'. 
for Expansion shippers. whereby>volwnes.,of: qas transported,::over ; the 
PGT expansion, are not su:bj,eeted. to-a, "'do~le'" charge: :'!or '.intrastate:· " .,::;' 
mainlinc·::transmission... ' .. ', .J -" ,., .... ; y': • . >"~; .. 

23. The shortening of the time' period betweenPG&E 's.~:O: :,.' 

sul:lmittal of firm transportation aqreementsand ,the·beqinninq··o·f> ' 
construction froIn' 90 days to 30': days W±llenablcPG&E, to usetbe ' 
least environmentally-damaqinq .,technique forcrossinq rivers, ,that 
is, boring under the river during certain se.asons.~ -, ' ' ... 

24. This. order should be', effective tod.ay,toenabJ:e:..PG&E "to 
proceed expedi tious.ly with' preparations:" for the' directional :',:'" 
d.rillinq of· rivererossinqs and the execution of. firm transporation. 
contracts. . ,', c .. -::, :: .. ~: .' , ", :, ",:: .' 

ConclusiQDsot Lav "::', ':: '::- \,j,',,: .<, 

1. the petition,'for modifiea.tion:.filed,by'·SoCat' Gas.-:should . : .. ,. 
be granted in "part. ,. '" :. '.'. ""',' - ':~ ,;':,' '):';.;' ~::. 

2" •• ~ . The ,petition -:for' modif.ieation ;', filed' by,PG&EOn\:March ',29';' ~.:. :. 

1991 and,~modified on· :May '22 ,l99l;:'shoU'J;d. -be.granted:.: ;.:::, .<.;.~> \'; ";i<, 

3. The petition for mod.ification filed by PG&E .onAprilc .. 2:3,. , "~;'~ e 
1991 should. be grantea.,. ,' .... : . ,: ", .-, . ","', " .. ,~: 

4'~; :'The. requirement that"PGT Expansion, volumes. 'be ::transpor:tecL '." ,:' 
pursuant to· the PG&E Expansion .Proj:ect:tariff,,:i.;fdelivery:by PG&E 

from the california border is desired. does not constitute:;an ':' ::.; 
unlawful" tyinq'·arrangemont. . '.', , ' ' '. ,', n,'·; 

" , ," 1 ,'." ORDER , '~' .. ~. ,'., .... : "" " \ _ " ,..j,~, .'., .1., 

l~. Decision' (0':) .90-12-1.:1:9 'is mod.ified as,; foJ;J;o~~,.',""::: .~ • of ,"". 
ri ," 1.".... . , 

a. Thelanquage on.page ,122~:(:mimeo.):at ~ines:.:.·' ;\.~: '.,::~:::: 
lO-20 of 0.90-12-119 should. be d.eleted,and "".. '. '. _,'" 
replaced with the following:,', . '~" ", ,e _ •• ' , • "~I 

HIt would. be reasonable for SoCal ,Gas to' ", " . 
incur pre-construction, construction ~ . and. . 

. post-construction "costs to: interconnect "". ,~.' ' ,. " 
Expansion Project facilities regardless of 

- 14 -
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" 

. , ,actual. usaqe;-. however, .. we',:'.:reserv'e ,:our .. ,::,r., :~~.; ;'C:.~ ':: 

judgment on whe,ther the ,specific costs, of .' \ . 
those undertaking's' "are 're~sonable and '.' .. '. 
should, be recovered in: rates . until. we', have 
reviewed SoCalGas' . formal application for 
approval of eapi tal expenses to ' . 

. interconnect with the Expansion Project. . 

"We will not initiate a separate proceeding 
to eonsider the allocation of costs '. 
incurred :by an LDC to aecoXfllnodate , . 
incremental deliveries of interstate gas. 
If SoCal Gas or any other LDC does in fact' 
realize such costs, the. matter may be, 
presented for Commission review in a formal ' , 
application for approval of interconnection 
capital expenses." 

b. Finding of Fact 126 of 0.90-12-119 is 
deleted and replaced with the following: 

"126 •.. ' SoCal Gas" -incurrence of pre
construction, construction, and post
construction costs to interconnect 

,EXpanSion Project facilities would :be 
reasonable regardless of actual usage, but 
the reasonableness of such costs must :be 
reviewed in a Socal Gas formal application 
tor approval of capital expenses to 
interconnect with the Expansion Project. 
The reasonableness and allocation of these 

~7~;~cost:s ~ou'l:d·~be"·;ma;de' as quickly as 
:"'" '~.\fP'pS$...ibl~. ';--:-'0, ..... -:. ''' ...• '/\ ... ,.' 
.A • ~,., ... :1', _ II "".. '.. h', 'It _. I 

2. o. 9~··:.;(2::'-lr9'~ .. 'iS::mOcl:rf·ied; to allow directional drilling of 
river crossings in the p~riod Septe~er 1, 1991, to May 1, 1992, to 
modify the Expansion.Project construction schedule to· allow '... . ., 
construction Oy'e.r- a;twO-::-year perioa, and to allow Pacific Gas and 
Electric':'~;~~ny' ·(PG&E) to- Su:b~.~t:,~ng:ineering drawings relating to 
th~ river crossi~gs 60 days, rather than 180 days, prior to· the 
start of construction. 

3. D.90~12-119 is modified to clarify that the Expansion 
Project is certificated as the means by which PG&E will take gas 
intended for delivery in California from the Pacific Gas 

- lS -, .. ":: 
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" 
'I'ransmission Company; (PG'I'). expansion-' proj'ect'. "PG&E' s' :existing Line 
400 facilities and: the intrdstate';'at'';$',~r~la.t,e:d. ,to'th:~'~ will not be 

available for the purpose .ot ·accepting'~as.delivered;':by' the PGT 

'expansion at Mal'in tor deiivery,·in;.C~li~ornia~: . ,'" . 
,4. PG&E must .tileits contracts ·'tor firm transportation over 

the Expansion Project with. the Oirectorot the Commission'~ 
. Advisory· and Compliance Division ·no- 'later than 3.0 days:'·prior to the 

start of construction. 
' .. ,.' " 

'I'his'order is effective today. ' ' ", 
Dated June 19, 1991,. at S'~ri ,Francisco.,. california. 

e' , " 
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. PATRICIA M.. .ECl\ERT 
," . President:. 

G .. " 'MITCHELL 'WILl< .... 
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,I, CERnFY',~'DfAY.I1HJS·DECISION 
WAS APPROVED 'BY'THE'ABoVE 

\" COMMISSIONERS TODAY,~.' 
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