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In Application CA. )86-09-0:30' " South~rn' Ca'lifo~ia Gas 
Company (sOcalGas) sought' a 'finding tha~ its gas': supply' op-era:tI"o'ns 
trom July 1,' 1985 throug'hJune30, 1986:wero"' reasonaJ:,le;.l-, one' ot
the expenses under review was th~t in:eurred by SOC~lGa'~: to' .', 
terminate its contract· withc;etty 'sYnthetic Fuels' Ener9'Y~Ine. (GSF 
Energy). In Oeeision (0.) 90-02-044, the Commission determined 
that SOCalGas' operations dur:i:ng.~·the rev'iew period were reasonable 
but reserved SocalGas' payments under the GSF Energy contraet for 

'" ," I,.,. _ """'''''',._''-' w, ...... ' 
subseqllent proeeedinqs. This decision resolves" the reasonableness:' 
01: SocalGas'- payments pursuant to its contract 'with. GSF~Energy. 

In April of 1986, 'SoCalGas paid GSF En'e~gy $7,396,'514' to 
ter.:linate a contract under whiehSoCalGas wasreqlliree to purchase' 
natural gas prod.uced };)y GSF Energy's MontereyparJ~ land'fill')~:The .
Commission's Division of Ratepayer' Advocates (ORA) sought' ,,"" 

disallowance of that paYment. According to ORA, SoCalGas" had'no' 
o):,liqation to purchase the gas because it' did not'meet'mirii:rn~' 

",! • 

1 The costs of operations were booked to s'ocai;:;aS" . cdns'~l!:dia'ted:":' 
Adjustment .. Mechanism,' (CAM) 'account_.",This. balancing' 'aecount 
recorded utility expenc:litures that were subj,ect to .the Cl?'O'C'S-· 
prudeney review. After the prudency review, the CAM balancing' 
account was,adj usted and rates were chang-eel' to' carry-out :the CPUC's 
findings. 
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1\, .. ' ...... .. , ..... _ ..... ~ 

quality stand~id~ "~n:d,~ therefor~> was' not·"marketabi'e:'i,.~ -'DRlt'al'so; c 
clai:med: thatSoCalGas should 'not:::h.ave, ·signed',a·'··contr.act: th~t .. :;'': .... :':;: 
guaranteed the producer a 19% rate of. return, regardles.so:f.:volume,s., 

. .," .' ... ' .. - • ',.'.. • '. • • · ... 1 '.j",. "1'.1 ','#, '_"" " •• 

~ctually, delivared,'to the buyer. ' ... r.' :','- '-::";',:;-: C,.'.',~) /: H , "":'. : 

;SoCalGas and' ORA have now propos~~ a.::se:t1:,J:einen~, ,ot:,the::< 
case in lieu of evidentiary hearing...lJnder'.thet.erins~',~(:th~~ ,'" .. 
settlement" SoCalGas will recover $3,326·,514 of the $7,396,5-14 it 
paid to terminato it!;. contract. ' SoCaJ:Gas will credit the 
unrecovered portion of its payment,. $4,,070,000 to its Core and . . 
Noncore I~plementation Balancing Accounts. 

We have reviewed the materials that wocLlcl have been 
introducecl as evidence had no settlemen~ been reachea ~ ',we find 

• _, ,-,I'i • 

that the settlement aaequately l:lalances,. theint~rests of the. 
. ' , , . ' 

ratepayers, the utility, and. the coinm.~ssion in,a, fai,r .. and. time,lY 
resolution of the dispute. _ We approy~ .,the settlem.en,:_~ ,. 

IX - " Background ',t. (', 

.. ,.:":''. 

A. ,Procedural HiSC2a, ' 
,. • ... /' ",, < .... 

A prehearin9' conference on this phase. o:t .the p:r'ocee,aing-
• ", .. , j .,' ~ I. ' 

was held. on June l3, 1990. A1,though "the d.irect :testimony:, of 
SoCalGas ana the ORA haa been seryeci .during the earlier. phas,e ,of, ... , "' , '.', 

this proceeding, the ALJdirec:ted..tbese parties to, serv,etheir 
..' " ,.... . .... ',,' ,. . , 

testimony upon parties on the service list compiled .expressly for 
, 'I '. ·.i' .• c. , . 

this phase .. Socal was ordered to ,serve its rebuttal testimony on 
, " , ' " ,~,'. ~ • ; • l. ~ • \.. ;; , , • " '.. • 

July 31, 1990. Hearing's w~re scheduled to beg'in on December ,3" 
, ".'.' \,'. , 

1990. 
On October 26, 1990, the parties filed a joint motion to, 

suspena the procedural sch.edule so they could pursue settlement. 
The .. motion was ,granted." " ",,~.,.,~.---+ .. -<_, __ "eco·.··."_, .. 

• ,'. '. ,,' 'nO ,'-' •. ', J I, , • .., \:~'I •.• ~~, i:-)~,) f"-:'.':·' 
Notice ofa pub 1 ic 'settlement conference:. pursuant·, ,to' ,,' 

Rul~;: 51.1(b)' of'the c6l'!1l't\ii~siori,'s'"Ru:tes 'of Pract:i:ce and ~oeeaure: ,~.-; 
(Rules) w~s ~appen~:iea. to, th~:.motion:' to' ,'suspend'_:' .A:coPY·; :o'f: ,~. draft' ,'i'" 

,,'1 I,' ,:", 
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settlement ac;reem.ent was served on all parties on NoveMer 0,_,,1990 _;c-
. '0',;: ... ,. .... 

The draft was identical on all s~stantive.,pointswi:t:h the executed 
• ,.' " ,. f' • ...... ".' .. ' , • '., 

settlement: a9'l:e~mQnt.. ' , ".,' ": , ',~' " , '", 
'Thesettlement-conferenc~ was, held oXl-:No~eMer ;.~I' 1~~0 a~" 

noticed. No.parties other than SOCalGas and ORA,_attended this", 
, • , ' .." • • ". "'''''~. • ': ."',' ... ~, ''>0 . ' 

settlement, conferenee.. No, parties h~ve communicated· t~ s<?CalGas" ':: 
ORA, or the Commission any ,obj ection " to '~Q settlement. or requ~~~~d,. 

any different terms. , " ',',,;, '" :,;;:,"~, .. ' ''':.:':,~'', 
o~ December 5" 1990" ~e.. p~rtie~ fileci the ~J?i~t Motion 

of Southern california Gas Company and,Divisionof,Ratepayer" , 
_. c. • ..".. • .,' • ,~ ,., " ,. "" • I , h' .' •• 1 

Advocates for Approval of settlement", (Joint Motion). ,In, ,support , 
, ... ". ,,' .,..',. ",' 

of their reques1:,for approval of,the,settl~ment"SoCalGas. and ORA 
request the Commission to reeei ve in the ,record" the written, ". ' 

. " . ... '" . ~... '" '. 

prepared testimony that eae.b. party hasdistri:butec1 to,.ciate in, ,this" " 
,.. . . , _. \. ".', '. ' ... , "_. 

proceeding. "The testim~ny,wo'lld ,be,receiyed solely f<?r the "pu:rpo:S,e. 
of considerinq the settlement. ,The ,parties note ,that :t:hey,a.re not 

• • .... '. ..1 "., , 

stipulatinq to the truth of the .statemonts,maao by,oach o:t:her'& 
, . ,. ' .. ' .. ' ... , 

witnesses, but only to the fact that they testimony is ,what,.,the 
~ . , '. "" - , -.'~.' ". . 

witnesses would have said at hearing. 
No objections. or othe:- responses to the Joint Motion have 

, , ,'., \' , .- " 

been received. The testil'llony ofthe.par;,ies will aid, t~e~, " ." 
Commission in aoterminic.g whether the, settlement was,reached 

, • ,- ' ••• ". .' • j. '.' ".' 

through arm's-lenqth negotiations i~~, fU,ll, v~ew of the, s:cr,~~g:tlls and, 
weaknesseso:f,each partY'sposi:tions. T~e:testimony sholll.d be 
admitted on the record. Therefore, ',' the testimony o~ SoCalG,as, ~,~ 

witness. william. Owen, dated. s~pteIr\l:)er .198~ and or.iqin~lly .~pp~~ded,~ 
to AOo86-09-030 when filed in September 1986, is "admitted as ,Exhibit" 

.. "'... ., ,.' , .. '.. .' ... ' '. ". ' 

1. :the testimony, of ORA. witnes.ses.,orig.i~a1~y s~.~ed~n O,eeember, , 
1937 is admi tted., , as , Exhibit 2. The, rebuttal testimony., ,of ,Socal" 

, " • ' . ..". '., • , • '. ~, ./ "I.. .." .' '.. ,. ,~ 

witnesses served. on July 31, 1990 is admit:t:.cd as,. Exhibit 3,. ""1 ," , 
.. '. '. ,.{. ,,' • ' .... ,. , ,". ~ • _., j I • " ~~ '. 

~ j .' 

." 
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~" Facts ", • ,' '~_ .:) -, I . .' .. ,~ ,", - . 

" " "1~~' The socalQs~' GSF COntract 
.','" 

t t, ~, 

'."., .. 

On July 14, 1978, the predecessors in' interest; to'~"":'" , 
SoCalGas and GSF EIlerqy siqn.eda contract;ebligatinq'soCa:LGas to 
buy natural"gas trom a -landfill' in'Monterey Park, California .... ~ 
(contract'). socalGas' obligation to' buy was coterminous'''with''the'' 
productive life of the land.fill. SoCal purchased'qas:'under';the ,,' 
Contract until February 1986. 

'Onder the contract's'minlmum'gas'qualityreqUirements, 
the buyer could' refuse to accept any gas,that did: not' meet'" '" ,~ 

specJ.fied pipeline quality' standards', had:'a heating value of less' 
than 1,000 British'rher:rnal Onits(B'rUs) per'cubic"'foot,'or' '.,' 
"contain (ea) contaminants which ma(d)ethe gasunmarketablei -', 
provided, however, that the Buyer shall use 'its best'~'eftorts't'o 
accept qas tendered hereunder', that' has" a :'heat:lngval ue ; of' loss than 
1,000 B'I'O's per cubic toot but'not' less than 970 BTU's per e~ie 
foot .. '" '1'lle buyer's acceptance: otgas which. did -not 'meet the:' 
quality standards aid not' invalidate the"Du.yer's continuinq-rJ.ght 

ot refusal. 
In June of 1981, SoCalCas asked a consultant" t'o' analyzo 

the gas received from the Monterey Park landfill ~The· reSUlts' 
showed the presence of chlorinated and'aromatic'hydrocar:bons.' 
socalGas -oontinued to purChase the gas. ' ", 

Based on spot tests begun 'in Augustl982;:soCaIGas 
confirmed South coast Air Quality Manaqement District (SCAQMD) 
reports that the landfill gas containedv:inyl chloride 'and 'other 
chlorinated hydrocarbon compo1.UlcIs. SoCalGas continued' toP test the 
gas. The heatinq value ot the cielivered qas at til'l\esfeil beloW' 
the 970' B'I'O/CF minimUm. soCalGas 'continued to accept the':; g.as' into 
its system until May 5, 1986~ . ' 

Although the parties had expected the landfill to produce 
3 to 6 million ~ic feet per day eMMef/d), the actual maximum 
production in any given month was only 1.3 MMcf/d. The contract 



" 
A.86-09-030 ALJ/ECL/tcg 

allowed the seller to deliver as littlea-s: .. :~OI2"S."MMc:fld./~oJ:ess.'.~:th.an .:;, 
1% of the production SoCalGas antieipated:~:from·,·the~,J:and:fiJ.l.-.:--

The. Contract quaranteed·the seller,a '19%.·a-fter-tax roturn 
on equity ,invested in· the' . gas operation.:, beqinnillg on· J:anuaXj"", 'lfc .' ", 

1984. 'No'Contract term limited-the' 'size of rate'base'.or~·.",:: 
consequently,' the ,co:t of gas .•. ,Because.' of .• lower than.~expected gas:;:/ 
produetion, the Contraet price of landfill qas rose·,-to': $12:.7:6~per~" 
'thous.and.·' cubic fee.t (MCF) in 1984';.: If GSF· Energy had. sold. the 
minimUJn. quantity required under the" Contract when the~ 19%> rate" of 
return obliqation. became· e£fecti ve, SOcalGas would '., have', been. " .... 
obligated' to pay as. much as $6·0'0/MCF'.' ,., . ":;._' 

In' fact, SocalGas and' GSF Ener9'Y ag'%'eed;' that·· locq.inninq: in 

1984,. instead of adherinq. to the Contract termsfc:· SocalGas should:,": 
pay what it had paid in 198'3, escalated. at the GNP"- I:mpl'icit<l?rice 
De~lator ... Index_. The resultant price was :$3·.30'/MCF:.'::The escalated~" 
price was to remain in effect until neqotiations over" :an,al"ternate .~ 

pricinq proV'lsion. were . completed~ " , " 
No aqre~ent on price was. reached. In.-February) .of ,'1986, ';' 

the parties:. decided' to" terminate. the" Contract ifSoCal:Gas·,wotrld .pay 
GSF'Enerqy':$7 million.. '... . ..... :~. -, 

2 _ The socalGas - GSF Termination Agreemcnt ' ". .' . 
In April of 198.6, SocalGas. made a lump sUln.pay.m.ent of 

$7.4 million to GSF EJ:),erqy. to- terminate the Contract.. SoCalGas: . 
aqreed to pay GSF $7 million inexehanqefor GSF: Enerqy's release " 
of SocalCas' obligation. to purchase gas under the Contract. Tho:" 
additional $39S;fcOOO represents the' difference between .the:'payments, 
SocalGas "made at $3 .. 30 /MCF,' and payments· SocalGas. . would have made' .. 
at the price escalated. by the GNP" Index for gas purchased.' wh.ile •. '," ( 
neqotiations were pending. ..,';.".":, ".~~.:;'/: .:~ 

,,'" .. , .. ) 10"..",', '"', . ." .···1 ,~ ..... '. • .... ,,' .,.,. .. , . ;.,. '-,'.' ''''-'';'',. 
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., "-#,"r ..... _.'., .... ,., c. . Testimony of'the Parties 
1., ,,5oCalGas' testimony', c., ',:: :::, "; "'" ::::::' .. , ,_ .,.,,:,::,~)"; ;:: '> -':,,; ','. 

,,", SOca.lGas.' witnesses. clailned'~ that,:. :the:; Contract') was 
reasonable, because the' project" ha,t the potential to, provide: '. , ' '" 
renewable local supplies of increasingly, scarce"·naturaJ.'~ gas') and, 
wou:ld make 4'0, to, ,6, MMcf/ci' of, gas., immediately available': to,' Southern'" :) 
Cal-itornia customers. " .' "" ,"" ,-~(:,_';', 

SocalGas stressed" that the'19 %," return on' " equity. . 'contract ',~: 
ter.m. provided the incentive', for, GSF:' Energy to invest 'in.:~a::tiskyR&D', 
project. According to socaJ.Gas, it teared that, eScalation, of a 
1979 price for gas at the GNP Index created the' potential-; of ,:, .' 
uncontrollably high gas prices.; it:chose instoad: a price'that would 
enable GSF Energy' to earn a' 19'%: return,' on rate" base beginning, in ' 
the six:t:.h-year, of the Contract;" it believed' the 19%:, rate of return:: 
was reasonable' because that was the-rate: being: a.uned by: comparable: 
tirlns during'the '1978-1980 period.~,,' , " ,~' ;", 

socalGas interprets its "best"eftorts" ·obligatioD:':under :" 
the Contract' to ,require it to take landfill gas,.' even: though its 
hoat content toll :below the contract minimum 17% o~ 'the'.., time" , " 
between January 1982 ana May 198E;, because the gas d.idnot"c'!.isrupt'" 
SoCalGas ' operations .. ' ' " ' ,,".',\~ ,,,'." ,-

Accordixlg to SocalGas" theterxnination agreement was, 
reasonable because the ' supply of natural" gas: unexpectealy:' ,: ,~, ,: 
increaseCl.., leacling to lower gas pri~es,whilelow.prod.uction,by,the 
land£ill resulted: in' a unit cost of" $:J.'2:.76/MCF' tor: landf"il:l:' gas~, 
Early-termination of the Contract resulted'in a'saving of ',:",:", ,_J 

$18 ,1tI.illion that·, would otherwise' ha.ve,~eenpaid under the '·-gas, " 
purChase contract ,from. 19'85 through ,J.:99'O(~':' ','; "'::, , ':," 

2. DRA's testimonY .. ,.,::,~'.~.: i •.• ,; ••• ~, "\'''.-

According to ORA, the landfill gas did not meet the 
quality stanaards of the contract; the gas exposed customers and 
facilities to environmentally hazardous substancos, such as vinyl 
chloride and nitrogen, which made the gas *unmarketableH ; since the 
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_ •••• ' ~'., I, '. J.. ...... ' \ 

gas was unmarketable, SOCalGas was relioYGd of its obligation to , . 
•• .' 0 • • • , • • I, " , '. . . •• , " '. _ .' '.' , .' .: ' • " .', ",' 't '.r ': I , .~ : I;' • I, ' \ . 

take the gas. ORA argues that SoCalGas owed GSF Enerqyno 
• ".",', I, ",\ .'~ '~:' :"', , .... 

consideration when it decided to, terxnin~te the Contract. ,." .. - ... . .. -'. .', \. ,. . ' "", ,'. '.., - . ',. '~", 

, ORA also believes that by imprudently pUrchasing. the , 
landfill gas,. SoC~lcas displaced purchases of.' l~ss-exPensi\;:~:' 9a~'.·. 

ORA claimS,that'the 'contract provided ratepayers almost 
, , 

no benefits while exposing them to the risk of great' economiecos~., 
, ,. ,- ... ". 

According to ORA, the contract was unreasonable because it 
contained the following features:., (1) a guaranteod 19% atter-t~x 
return on investment using full cost-of-service treatment, (2) no 
limit on the costs that could be allocated to the seller's rate •. \ I:., "" .,' .. ,', 
base, and ,(3) a minimum production level so low that there was no 

,._1. '. 

ratepayer protection against an exhorbitant,price per Mer of gas • 
. , ", " ' . 

Thus,. ORA recommends the disallowance of $7 ,396,,514 which 
SocalGas paid the producer to termina~e the contl.='acta~d $358,169,' 
which SoCalGas paia under the Contract in excess of the ~ost of 

'," '. 

"-1 tc~rnative gas. 
0". 

III. Terms of Settlement 
...•... 

" ' '", . 
'the "Settlement ana Agreement" (Settlement) executed by .. 

. .' . 

the parties is intended to constitute. a complete and final" - _" 
resolution of the matters, in dispute in ,this proceeding.., rela:te,d to 
the purchases of gas from the Monterey Park landfill and the 
termination of SoCalGas' Contract with, GSF Energy. 

Under the Settlement, within 30 clays of a fl.nal' 

Commission order approving the Settlement, SoCalGas is" to credit to 
its Core Implementation Balancing Account and its Noncore 
Implementation Account amounts to be calculated as follows: the 
sum of $4,070,000, plus interest from April 1986 to the date the 
erec:1its are made to those accounts, allocated to the two, accounts. 
in the same proportion as the' CAM~ balancing account" ,as: o,~_Apri'l". ,30, . 

":-'1, ' , \ ,.~ \""; -r 
, '. f I ,~ j •• 

" \ 
" , 

- 7 -



'A'Lr/ECL/tcg 

1988: ::was '~liocated by' the"Comxnission bet~e~n:core':;and;':noncore:" 
customer classes ~ , 

• • ., .. I, , •• ,' ... c', : T' ,:' i .. ~ ,~t ':: ; •• r"'\ I' ' •. r : •• 

The~ Settlement proposes that Wi'th' the: exception ;, of ~ the"'" 
above cr~di t to ratepayers',' SoCalG~s' will 'l:>eali'owedto: 'r~cover in 

• .' • • '. ' " • • , • I :"" , '. • " , ; • • • ",; I • ~. , r","',1 .. 

rates all amounts already booked to the ~ account" ~n th~ ,.". 

1985/1986 reasonaoleness revie~' period and in previous review 
t " I.' 

periods with respect to the Contract. 

rv. .; .... ' 

A. standand-of Review tor settlements 
"The commission will not approve stipulations or 

sett1exnents~ wh.ether contested or uncontested, unless 'the' 
stipulation or settlexne!lt is rf;!asonablein light of the 'whole 
record, consistent with law, and in the public interest';':"": ,' .. 

. " ,' .. 

(RUle 51.1(e).) -'"' 

The Commission has also reviewed settlements 'on·'th~' same 
grounds as those employed hy federal courts in their review of 
class action settlements. The 'cominissiQ~ will balance various 
factors which may include the following: the strength o,f the 
applicant"s ~ase: the risk, expense', complexity, ~~d like'ly 

, . 
duration of further litigation; the amount offered in settlement: 
the ext~ntto ~hich discove%y has' been' completed. so 'that the 
opposing parties can gauge the strength and weakness Of'~ all· 
parties: the stage of the proceedings: the experience and .. views 
counsel: the presence of a governmental participant·; and' the 
reaction of the class members to' the proposed set1:lemen1:'~ 2'·: ': In 

, "I 

....... 

2 see"e.g., D.88-U-083" re: App,lication of>Pacific Gas and 
Electric 'Company to include costs of Diablo' Canyon Nuclear Power 
Plal'lt in rate base (:30 CPUC 2d 189, 222), citing Officers for 

(Footnote continues on next page) 

-
- 8 -
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summary,,: .:theC,ommission . has" stated, "'l'he; ~mo~'t:~mp?~:t ~~we~~t.i .~:n,<:
determining the fairnes,s of a settlement is the relationship of.tl'l.~e, 

amount,~agreed::,upon.,to the risk. o,f ob:taining ~e c1e:5j,~.red:cz::esul t." 

(30 CPO:C:2d·.,,~9, 2&7.)~, ,"'" , '::;,~ ;,':":('<',',':.~"" 
B. Reasonableness. ot ScCalGas.,-

, DBA Sgt;tlQent ' " . 
,,' ",' , , ~ '. 

'. ~" . " 

",; 'l'he . .applicant hasleqal, anc:l· equit.abl.e~,argum,el,lts:-} iJ:l.. C':c , 

supportot, its. claim •. SocalGas., did obligate itself. to' GSF. Energy, " 
• ..... .,'. • 'w • • , ''',' '." I.' .... w. 'r-<" ..... 

under the Contract.. It may be, true that the"energy markca:tin.,the., 
late 1970's required. a novel shift of investment, risk froxn seller 

• 1 '- •• 

to buyer. Like other investors in experiIuental . en~gy"" ," '; ",' -: ' 
technologies, G~F, Energy wasencouraqedto undert~ke,a: ri..s)~~r": 

venture by ,the .promise. of a relatively high rate ofretur,n.~ These, 
tactors. must be weighed. against the possil:>ili ty that, socalGasm, ay , 

,,, • . • , I .. __ " .. ' ., I, .• 

have been il'Ilprudent for failinq to recognize the poten,tial, ,for. 
eXhorbitantgas. prices that could result"from ,the inte:rplay,of low 
production,levels and the Contract'squaranteed19% ret~ on: , 
equity. 

, '. 

Overshadowing these extremely risky contract terms,is::. " 
ORA's argument that $ocaJ.Gas had. no, obliqation, to" p,urchase the' gas 
because its vinyl chloride content .may have. renc:lered the gas" ',' 

.' •• , .'. '" ' , '.~ • j 

oth,erwise "unmarketable." The determination of whether .SoCalGas 
• . I, j 

was prudent in signinq suCh a novel contract and whetp.er~,o~~lGas 
had any obligation to continue its purchases would. havee~tailed_ 
complex and protracted litigation. The resolution of. the",qu~stion. 
of marke1;a)jility: could have spellcc:l a complete victory f~r ~ne 

. ,.' 

t- , • 

.' ,,' .;t. I 

(Footnote continued' 'from previous:paqe) '-' 

" " 
.- ,-, . ,. 
",' ".' \ ' . 

lZl2,:.tice v. Civil Service Com'p, etc. (9th Cir. 1982) 688 F.2d 615" 
625. 
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• i'>, ", ,~ .• ~ ., ' .. \",--~ ',' ",. } ' .. ' ... ,' \ 

partY' 'orthe'other~thus ,:J' the .'~£isk to,' "eaeh:':pa:rty;'~':;l:;';ti'gati'On: :was:;', 
.... '" '."\ ." " ,,'"_' " 't~ '" ."....... _." .'" hl.gh •. '" " , ' '" " ':, ',.,,' '" ~'" ,', ',~ "',,, .. ; .. :.::: ,"'.:'<,';., 

Approrimately' four years have" 'passed:sinee;;the' ':eXecu't:ion; l" 

of the termination agreement and the filing of :the 'app.li6'at;i;on<~ ,: 
Durinq this time, the parties have eond.ueted<cli~eovery, ,,;.served':' '.' 

. ' .'," "',:' ,"~.:" .. , '''1, " " 

their prepared testimony on each otner;' arid reviewed tne' 'rebuttal 
testimony of SoCalGas. The Settlement' was' tiled' 'atter 'the parties 
had. 'more than 'adequate opportunity to d.iscover the facts and ::assess 
the strenc:ithS' 'and weaknesses of each other's posi.tions·." ,'-

'The amount that the parties have aqreed' should' be" , 
recovered from, ratepayers is roughly 45% of the ~litount'soughtby 
SoCalGas, or $3.33 million instead of $7 .4'0 mi'llioi,;~:: Th"isappears.' 
to be a' fair result; it signifies that thepart'ies 'are"in":aeeord' 
that "the' outcome of litigation is almost as risky 'for 'one"'party' as 
for the other. No parties other than SoCalGas' M,d'ORA:attend'ed: the 
settlement eonference. Given all of these considerations,: we- ' 
conclude that the parties reached their agreement' Ilnder corid:tt'ions' 
that are likely to lead to a fair settlement of the case. 

~£l:usiOD 
. . , , ." ... :.~~. 

1'h6 'recovery' by SOCalGas of approximately'45'~' o'f: the' 'cost 
of SocalGas' :purehases pursuant to 'i tscontraet -with ,'Getty" is ," ' :.',' 
reasonable in light of the risk to either party ot"preva'ilil'iq'on: ,-
their respeCtive claims.' On this basis, 'we find that the: '. 
settlement is in the publ ic interest and should' be' "approved:.'- : ' 
lj,ndings -of Fact " ,:' 

, .', 

-j - •• ! 

1': On July 14, 19'78,,, the pred.ecessors in inte'rest ,·:,Jof . '~. " 

SOcalGas and GSF Energy executed a contract whereby SoCalGas would 
purchase natural gas produced. loy GSF Energy at its Monterey Park 

landfill. 
2. In April of 1986, SoCalGas paid $7.4 million to"GSF''''''';'-

Energy to terminate the Monterey'Park,landfill contract . .:, ':::,:, ",', \ 

" :,,~.I ... ,."'.'" ."., .. ~._.~ .. ~"':'~~ .... ,~ .,~ ~_ 
•• I ..... 
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3. SocalGas sought.a finding, .. that its, $7.4.,-million.payment,..." / 
• '-." , • " ,. • "., • '.. ... I.J ' • I ' • • I •• J. ,'\,. ',~ '"~, ". 

to GSF Ene?=,qy is reasonable. and should", be recovere~. from., ~.:'.~ .'. 

ratepayers~ ,', , .. ' '., . ""': .. ' 
4 • The. Commission's.Oivision, o! Ratopayer Advocates" (ORA) 

, " . ..".. '.' • 11' 

recommended that the Commission. deny recovery of the,. $7. 4 million.,.' 
. .. . ~ , ~ . ".'. '" r., ~ ',. I J 

termination payment and disallow $35&,169 that. ~oCalGas.:pa~~ under. 
the contra~. i~ e?,cess of the cost of, al ter,nate ,supplies;:' of gas. 

5. On October 26, 1990, SoCalGas and. ORA circ.ulate.d a. notice, 
of pu.}:)lic sett~ement conference pur:;uant to, Rule 51, of .. the, . 
commission's Rules of Practice and Procedure • 

. 6. A copy.of the proposedSoCalGas~ORA settlement. was served. 
on parties to the se::'V'ice list on, Novembe,r:,6,. 1990.: The, draft was 
identical on all substantive points with the executed settlement .... 
agreement. 

", " 

7. The settlement conferenceewas held on NOVeMer.,8,-199Q as . .. ~ -' ._." ' .... , ,,'., '. 

noticed.. No parties other than So~alG~s .. and ORA attended the 
formal settlement conference. 

... ,"/::'.".'...: .. : .. 

8 •. ,On Dec~er 5, 1990" . the par:tiesf.iled. the, '''Jo,int Motion 
• • • , I .. , .~; I" \. '. ' " •• , '. • I. 

of Southern California Gas Company and Oivi,sion of Ratepayer, 
. • \ ", .. , "'. ',' " •. ' '<. I 

Advocates for ApPl:"oval of Settlement", (Joint Motion),. " . ' ,.,"" 
9. The Commission should receive in the reco.rd.,the wri.tten .. ,~. 

',. ," ~'" . '. - " ' . 

prepared testimony that each. party has distributed to date 'in this .' I.. . 
proceeding for the purpose of considering the settlement. 

10. No objections or other respon:;es to the Joint Motion have 
been received. 

11. Tl'l.e "Settlement and Agreement" executed. .by the. .. parties 
, . I,. '_' ,"., .' • '" . 

constitutes a complete and final resolution of the matters in 
• ••• • ' \ c' •• ", • \ ~ 

dispute in this proceeding. related to the purchasesof.gas"from.the. 
,'"' '.. • '._',. ,.' . I'. .,. • ',I "',, _ 

Monterey Park landfill and the termin~tion of ,SoC~lGas' contr,act 
with GSF Energy for gas from,., the landfill .. :, . 

12. The Settlement and Agree.ment requires t~at.wi th~n 3 0.; ~ays 
of a final Commission order approving the set~lement, SoC~lG~s 
shall credit to its Core Implementation Balancing Accountrand its 

.' c. " 
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Noncore Implementation': Account- am6unts~to"be calculated:::"as follows: 
the sum of $4,070,000, plus' interestfroInApril' :1986 'to\the'date:~ d, 

the credits are made to those accounts, allocated to the two> ,," 
account; in the' same proportion" as the" CAM balancing. accoUnt' as of 
April 30, ~9S.8 w~s allocated by the commission :be~weencore>:and 
noncore customer classes. 

'13. The Settlement ~nd Agreement provides that with' 'the 
exception of the above credit to ratepayers, 'SoCalGai 'will be 
allowed to recover in rcltes all amounts already booked to the CAM 

account in t..."l.e 1985/l986 reasonableness'review period and' in 
previous review periods with respect to the GSFEnerqy Contract. 

14. The parties reached their agreement under conditions that' 

are likely to lead to a fair settloment of the case. 
15. The recovery by SoCalGas of approximately 45% of'the cost 

of socalGas'purchases pursuant'to its contract with Getty is 
reasonable in light of the' risk'to each party of not'prevailing' on 
its claims. 

: ~l' I • 

l6,; This'order should be effective 'tOday,' as 'there: were no 
responses to the Joint' Motion for approval' of the Settlement and' 
the amounts in controversy contlnue to accrue interest. ,', , , 

~..w;l.l.Yu.sm or' La"'! 
The' Settlement is in the public interest.' 

,','" 

.:: . 

IT IS ORDERED that': 
1. The HJoint Motion of' Southern Cal:tfol...nia Gas. Company and' -, 

Division O'! 'Ratepayer Advocates for Approval of Settlement'" fJ:ie'd, ; , .-
• ,~_ "', .... , ! :>';: :,,": ,. ,I 

on Oeceltlber- S, 1990 is qranted'~ ,~ 

2. The HSettlement and: Agreement'" appended to the Joint' ,"-" e '" 

Motion· is approved. '," I , " 

3~ Within 30 days of the effective da.te o,'f thisd~cis'ion,~
SoCalGas shall credit to its Core Implementation Balancing" Account" , 
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and its Noncore Implementation Account amounts to be calculated as 
follows: the sum of $4,070,000, plus interest from April 1986 to· 
the date the credits are made to those accounts, allocated to the 
two accounts in the same proportion as the CAM balancing account as 
of April 30, 1988 was allocated by the commission between core and 
noncore customer classes. 

4. This proceeding is closed. 
This order is effective today. 
Dated september 25, 1991, at San Francisco, California. 

I ~stain. 

lsi G. MI'I'CHELL WILl< 
Commissioner 

- 1:3 -

PATRICIA M. ECKERT 
President 

JOHN B. OHANIAN 
DANIEL Wm. FESSLER 
NORMAN o. SHt1MWA~ 

Commissioners 

ICEJmFY:'l'HAt."lHlS:· DECISION 
WAS, A"PRci'VED:-:8Y~~iHf' MOVE 

c~MlsSiomRS··iOoAY 
"I ~' ~ 
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