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Today ,we adopt. rules ;,.for 'gas .;u,t,ii i ty 'b~ok~~inqof 
interstate pipeline capac:i:ty .CapS'citY broke-ring t:programs: are 
anticipated to become effeetiveOC1:0be~l,1992 f~li~wing' 
implementation'hearinqsin'thisproceedingand,the Federai Energy 
Regulatory Commission's (FERC)' 9r~nt:i.ng. o'f" c~pacit~i~br~ke'ring 
certificates to the interstate pipelines. We also address a 

'J •.• • • 

set'tlement filed' in this "proceeding and' a petition tom~di'fY 
> • ..... .' '. • , •• .', ,'.' , '.: 'j' ',' '" " • t" "j' \ • -, :,.1< 

Decision (D.) 90-09-089 filed by th~ Division of Ratepayer 
. '. ' "'" ~ - ~ , ' ,. . I . " .:.. 'I..:' . ,'.' ": I', • I 

Advocates (DAA). 
,:' .r,'.'.',' . 

,;:: 
I.' ~l1mna:a 

Our d.ecision adopts rules f,or the implementation of 
"\ ' " " < 

capacity broke ring on interstate 'pipelines by Pacific Gas and 
Electric Company ,(PG&E), Sou,thern California Ga,s _Company (SoCalGas) 
and San Diego Gas & Electric Company (SDG&E). 

In'-'general, the rUles are d.~si~n~:d to' pr6vi'd~ 
access to interstate pipeline capadity. The ~ew 'rUl~s: . .. " . '~,' 

Provide noncore eustomersaccess to unbundled' 
firm interstate pipeline' capacity, allocated 
equally between the pipeline systems; 

Reserve 1200 million cub:ic feet per'day .' 
(mmef/d) on PG&E's. system"and l:397 ltIltlc,f/d on 
SocalGas' system for the core and wholesale 
customer classes; , '.;,.' , .. 

maximum 

Retain the e~isti~g 'core" subs6ripti~r~' servic~' . 
'fornoncore customers who do not seek t'o·' 
~~rticipate in competitive gas ,markets.; 

Establish firm and interruptibl~ leve'ls of' 
intrastate transpoJ;tation se:r::vice. f·or noncore-.", 
customers at rates equal to the fully allocated 
costs of service. Interrupt'ible:rates may: be ., :: 
discounted; ,," " '),':" 

'.L. ~A ..... _. I ~. 

- 2 _-' -
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Require utility electric generators (UEGs) to 
bid competitively for firm capacity but permit 
UEGs to. elect core subscription service for up < 
to 50-% of their average annual load.$ in' the'" 
first two ,yearsc.f the pregram and decreasing. 
percentages thereafter: arld ", ' 

Res~rve firm interstate capacity fer the core 
leads of Wholesale customers of PG&E and. 
SoCalGas. 

We dismiss as moot 'a petition to mod.ify 'D.'90~09-'089fiied 
by ORA to require PG&E tooffe~ capacitybrokering _onth~p~:~'iiie " 

, ' '. •• f • 'I' > ., ' • ' ' '.,'C' 

Gas Transm.ission (PGT) pipellne concurrent with' the impl,~mentation 
of capacity ~rokering on other pipelines. 

. ' .. 

We also order implem,~ntation hearings and. propose a 
sched.ule for those hearings. 

II. ' Jl!1ckm:owld 

. ',.f (.; , j', .: .;' ~ ',> " ." 
We initiated this rulemakirig in August., .198'8 to consider 

utility gas procurement pra'6tices and '~ran~portation ;se~ic'e' 
reliability. We 'have issued several de~i~io~s add~esiing' "these 

, '" L. • '. , • j "j ,", I, (_I •• 

issues. Throuqhout, we have stated.' our commitment to allocating 
: ' ........ , ,,' , .. '< .. : ,,;" , .. v, .:, 

firm pipeline capacity in ways which,would.· premotecompetition in 
qas markets and. to move quickly toward developirig<capacity 
brokering programs. However" weinterrupt,ed. our investigation of 
such progralnS in- 1990- when we issued' Rulemaking(R.')' .. 90~02-008. 
That rulemaking addressed ~~rtlliri el~~~ts ~'f, .our;regU:la£()l:y 
program which guided. gas procurement ~y the utilities, and which 

. , ',"" -:-' ~ ':, ", " ~ ~~: '1 ." • ; 't'" I :":.- ,~>~. 

some parties alleged permitt,edanti~competitive, acti:v;i;t~r.by the 
local distribution companies (toes)~' '" 'we: 'believed.' these "matters 

required. our immediate attention." ", ",;:: ."~,:;:~_ 
R. 9 0";'02-008in'i tial:ly' 'sou'ght ··'t'o' address<praeu:rement 

issues and. to defer tranSpo~"ati:6'n .lUatter·~·t~, .tie.' da~a6;i~~y:­
brokering proceed.ing. However, we ultimately ad.opte'd.:':certain rules 
which were part of a settlement reached by several parties in that 

:3 
.. ., - - ,. 
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proceeding .:and which affect~transportation; The~,·transportation:~":: ',1 

rules. ad.optedin D.;.9"0-09-089·.establj:shed several···leveJ:s.~of·::('I··':·:·I·'.,';'·: 

transportation ,services. Ser.riee :reli:~ilitywould""depend:;'Upon the '.' 
coxn:m.i tments . eu~tomers were.willing to ,make interm~ "o!"tilTle r':' " ~.:. ,.> 

take-or-pay . ob-li9ations, and. .. pa}'lnent -levels. . Under ,~the'program';; ". - ... 

noncore customers --could' identity their gas" supplies.- and<',have them 

purchased. and. ,then transported. by ,the, :utili ties 'using ,the>: ,:,',' " 
utilities' firm .rights over"tlleinterstate:system.',1I.s:we stated'in'-: 
0.90-09-089; these. services. were ,to serve as a transitioncto ,'~ 

capacity brokerinq programs'and. would'be interim"'pending:,the' ":"; '~-"-', 
cutcome of tb:i:s proceedinq..Follcwinq issuance, .of,new qas :rules' in--' 
R.90-02-008.,.. we proceeded to complete our review c·!'capaci'.ty 
brckering programs., in thisd.ocket.. '.:: r~ ". 

, ,Pricr ,.te hearings,..: several,':parties fi,led,a"settlement, 
proposing, reselution of most lIlaj.or"issues: regarding capacity:, 
brokerinq. Signatories to thesettlexnent' are, PG&E,Soca:J.Gas.,.' ' 
Southern Cali'fcrnia Edison CO>. (Ed:ison),'Scuthern ca,·lifornia 

' ... 1' 

• .'~, 1 

. , 
',. 

Utility PowerPcol anciIxnperial- Irrigation-District",(scup~):,. . , , ' .. 
California Industrial Grcup',:cal iforniaManufacturers/" ~:Assoeia.tion "::: 
ar..d. California League of Food ,Proeessors,,(CIG),', Toward.;t1.tility' ,:Rate,~; 
Normalization (TORN) t Division: 'ofRatepayer Advocates.-(ORA):, ,~," " ," 
California-Gas Producers' Assoeiation; (CGPA),. the': Cityo,f, Palo. Alto' , 

(Palo- ]w;tcL Indicated, Prociucers, and'Soutllwcst'Gas.: :corporation: '; 
(SOUthwE!st Gas). At a later d.ate,SDG&E 'joined-with: .the:settlelnent;; 
parties'after the settlement was mod.ified to ad.d.rcss SDG&E's 
circumstances. , ~." 

- .. 
"I' •.• ,,""- "",' d 

• ,", j 

Several other parties filed. testimony, includ.ing the 
Canadian.,Petro·leum ,Association (.CPA)'.:,: :Albe~a ,Pe:troleuxn:: Marketing 

Conunissicn(APMC)",.~ Independent' Producers': Associ'ation,cfr·:canada..'c;, ':': ':~'.;:: ,; 
(IPAC),. ,the california Cogeneration Council (CCC) ,";;:Cogenerators;.cf:'·: 
Southern' Cai~ifornia (CSC),. ,Department ·of 'General·'Services.~::(DGS).~,."':;>~' 
Texaco- "Inc.' and. Texaco . Exploration, anc:1 .. Producticn Company:: .. :(l'exaco},.:.:) 
the State cf·. -New Mexico (New. Mexico )::,.. 'I'ranswestern·',Pipeline~ ':CompanY'" ~, 

- 4 .-.' .-
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(Transwestern)',Sunrise Energy, Company": and " Sunpaeitie Energy">. ".<) , 

Management, ',Inc. . (Sunrise),. and' I<ern::River ;-Sycamore ~:~Ha'r~or r' and' ;, '; 
Midway-sunset Cogeneration Companies',(Kern River)~":SeveraJ;· :;~.L',: .. ,::' 

additional. parties filed comments or . briefs ;;. 'Hearinqs ,were ;'held "on " 
the settlement. and other ,proposals ,in, April and ,May,: '199'1'. '{t.,',' ;()" ., .:" 

A petition to,moclifyD .... 90-0"9'-08"9' in R.9>O'-O:Z-O:O,S; was ':tiled" 
~y DRA on March 4, 1991.. The.petitiona'sked theComm.:LsSli'Onto· ,.;'.:':. :.' 
reconsider its .treatlnont· of aecess' to' Canadian· gas' s.uppl:tos:over ,. 
the PGT pipeline., . This. issue ,is appropriatelyconsidered":i:n -the i:'.: .. , 
context of issues relating to- 'capaci ty brokerinq~' 'rhe (·t'W'o:cdoekets. ':1 

arc thoroforei eonsol,idated tor 'the purpose of, add.ro:!;sinq·the' issue~" 

','After the issuance of the AIJ·':s. proposed'decision';"wo" 
held an en ~anc hearing on September'2·s",.. ·.19'9l". 'I'heparties :.", .. ;.,:.: .... : 
partieipa.ting in the en bane were PG&E,.. SocalGas, DRA;:T'O'RN, CIG, 

SCOPP, Edison,. Kern River,.. CPA, APMC, IPAC,. IndicatedProducers.:,: ,..: 

New Mexic:o~ Sunrise,.. and Gas Mark Inc. 
This decision ·:~d.dresseS.~dozens;' of',iss,ues ;relat.ing; tQ.·:··;~::': ./'. ' 

eapacity brokoring'and intrastata transportation.. .Morcthan; twonty 
parties partiCipated actively in-theproceed'ing_ . Because of' . the' .:,.: 

many .. issues raised in this proceeding and,' the 'many comrnentSi'W'e' " 
reeeived on those issu<J>s., ·the .positions., of all: partios on,; -all: .. " :' . 
issues are not ·vpresen.ted in.this decis.ion.For·the·'.sake,~of·'·­
brevity,.. the decision highlights . the positions ot: the'''part'i:eS: ,in:·· 
tho eourse ot· discus,sing tho i&Souos. .,'" .7 .. :' " :,:) :;, 

III. Commission P.21iey OlD~etive§ . \ ', . .J':! .. ~.: : • :', .. ~,'". 

, In' reeent .years;.:. we;havestatedour commitment:toward··:: f
::/,:,::: 

improving .competition in gas markets'''in: orderto:.lower··.the :priceot:~ 
gas. and"promote more efficient useo~ 'the pipeJ:ines.ys.teln~<,'rhe~;·'::,'; 
extento! competition. in gas markets. depends' in :largc <part.:.·on:: . ',:/ i:; 

customer access to reliaJ:)le" gastr.ansportation.:.'·'Ond:erexisting·. :-: '.:' 
arrangements,... noncoreshippers.· do' not"haveaccess~'to- ·f:i:·~I") . ' .... ~ ~:/:: 

- !S .-: .. 
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transportation ,to move·::their.iqaS.~ ··',The~.problem··has:.:\been 'I' ",,: ... :'";: ::' ",'. ,", • 

particularly' 'acute on the inter~tate ~ystom because'intar£tatc! ,.' 'i: ,:, 

pipeline capacity is' curr~ntly scarce'.'; capacity'broker.tng programs 
allow access to. firm capacity' to customers 'or· shippers ~whopurch.a$e ':, 
or transport their own gas. ' ,,~.:: < ' ", " 

Capacity brokering serve$;~our objective of::promoting::': ,J) , 

competition in the natural gas market: by inCrea~inqthe"nunu;er';'ot'" .: 

buyer:; and sellors who gain access to various l;cvels'<o!···· 
transportation service.: we·,have generally believed . that' the bes.t 
way to allocate capacity would be tbrougb a market biddinq,:.system':' .' 
customers whe pay the highest prices, !or.'transportatio~(:wo'U!d .... : .. ; .. : i 

receive the most reliable services. The bidding, howo'vor;' ~ust" be 'I 

limited by;the maximum rates cbarged:.:):)y·the interstate· pipelines 
for finn capacity ("as-billed. caps") to . be consistent with PERC. .,' 

rules. As discussed below, we have 'eon"idercd"othar'waY:llr' ot ' "I :'~. 

assuring equitable access to pipeline- capacity, . 1neludirig"1'imi'ting 
the role of ,LOCs·in procuring gas.for noncore customers. 

Several policy o})joctivClsrecur ,throughout our recent· 
decisions and" rulemakings on natural' gas,. including .~value-based' ' '. 
pricing,. core rel ial:>il i ty, firm transportation over thePG'J:' J;:ine,:.. 
equal treatment of noncorecustomers., .the'role olf long-term,' 
contracts,. parity and curtailment priority for cogenerators,.' and' 
LOC .procurement roles_ These objectives are· brieflY'summarized 
below. Each is d.esigned. to promote ,competition in.natural: gas' 
markets while, balancing the interests ofratepayel.'*S.o· 
Transportation Prices Should be-Based 
on the Value 2t SC:JO!iee 

We have :frequently statl!d that;capaeity: shoulc:1Jbe 
allocated. competitively,... so .:that the price pa·idreflects..1:he ... va.lue",,',;,: 
of the capacity to.. the customer.;.·, "We, initially were· attracted to 'a ',' 
proposal in this clocket tor, allocating p-ipeline capaeitythrQugha.:.:.: 
priority auction, stating thatitwoulcl,be an ,innova.tivG,;'ancl· "",,:; 

- 6--,' "' 
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economically efficient means to ':open, ,access to'the pipeline; "~ , 
capacity that ser..res California (R .. S8-0S-01S~' 0,'..;88"'12-099),,; i." ,i 

O.90-09-0S9reiterated our supportfor:value-l:>ased 

'c., . 

pr icing, l:>y adopting a surcharge' for firm.' service' to . offset""rates J i 

tor interruptible servic~s. 
, Core CUStomers Should continue. to. ," 
Receive the Most ~liable Gas Services 

, . ~ , 

We have consistently held,tbat core customers',., :whoi,have\: .,' 
no fuel alternatives, and core loads ,of wholesale custo:mers.~;should,:' 
have top priority for pipeline capacity (0'.S8'-lZ-099 :R ... SS";'08-0IS)., 
Noncoro' CUstomors Should Bava Accass" 
to 1;h~ PGT Line 

One of ourqoals for.capacity brokering has been'toopen 
access to the Pacific Gas. Transmission (PG't) ,:line (R~90-02-008) .• 
The 'Otilities'Role in Gas SUpply" ,',': . 
19lrlse:tcs Sb.2Y,ld..))e LimitftQ . d 

We ,have reco~nized, the potential ,for anti-competitive': 

activity by the utilities,when theY':sell gas in compQtitlvQ 
markets., while at the same time controlling acctess.to~thepipeline 
system necessary to transport reliably the gas sold. ' ''I'oprevent': . 
such anti-competitive behavior, we limited supplies in, tbe: noncore 
portfolio to'short-term purchases because supply,competitors'have 
not had long-term aceess to firm pipeline capacity: (O.a:S.-l'Z-099)·. 

," 

We stated· tho utilities $hould not be parmi ttod to market. ,long-torm '. 
gas supplies to noneore customers until a capacity broke-ring 
program was in place to provide. long-term '~ccess. to -:tirm:,'·' -, ~' 

transportation. 
\ ," , ~. ~ ~ ':, " '. ,,' .} 

.> ••.• ,:1,: 

More recently, O~90-09'-OS9' eliminated'thenoncore 
portfolio· anCllimited utility gas.. sales to core eustomers·.and, those 
noncore customers willin9,tomake' two-year, commitments ,to. a; "'core 
subscription" service. The same Clecision' ,cstabl.ished. rules 9'u·iding" 
the 9as procurement activities o,futility.affiliates..;:' . 
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Noncorc CUStomers' Should: .have Equal: •. ' 
Opportunities to Compete tor 
lXMSPOx;:t!Xti9X' , . S9ryi~s 

• I ' • I •.• ~+ ,~i! I.: ." .... I I 

". 
' .. ", " /,. ... ,~. '< >.' , " . .~; . ~':' 

We have stated our intent to .give all. noneore ,c::us,:tomers 
an opportunity to receivo firm capacity on a non~discriminatory 
:Casis~ t~ the. extent pos~ible.· Inthe,c~ntextof. this, :9bj,ective, 
we have stated that the UEGdepan:ments of combined utiliti~~ 
should be treated on the same basis as noncore customers •. In 

. II, ' 

R.90-02-008"we stated that equal treatment would ltl(!M that, UEG& 
could not have superior aceess to capacity under our final eapacity,~ 
brokering program. 

" . 

'pgity Md Px:iotity tor Cogcncx:a.ts:>.n .' , . , ' 

The Public Utilities Code Section 454.7 requires:~at 
cogenerators receive rate paritywithUEGs. .The capacitY,.brokering 
policy we ~et rCC09nizQ:; this mandato. ' " 

0.90-09-089 stated that the etficient use of.'S,earce 
resources requires that. customers be served according to·the value e they place on those resources. Theroforo, unc1er capac'ity' brokering 
programs, UEG volumes may receive priority 'ahead' of' cog-ene'rators' 
volumes if the trEGs pay more for the same service. On the .. other 
hand, when UEGs and eOg'cnorators,.paythe saxne price for capacity, 
cog-enerators would receive priority ahead. ot 'O'ECs~' ' 

xv .. 
, "j 

Foderal Energy Rcqulato~ commission 
,Eolicy 

The natural gas pipeline sy~tc:ms used' byPG&Eand 
". '.' . 

SoCalGas and their customers traverse several states and are 
therefore subj ect 'to the jurisdiction ot' the FERC:.""; 

Although the FERC has jurisdiction over 'capacity·' , 
brokcring on interstate pipelines, its decisions clearlY'~ecocjnize " 
that the states have authority to allocate tint' transportation 
capacity acquired by the local distribution companies" (T¢~a.~ 
Eastern, 48 'FERC! 61,378 at 62,SSl(19S9)). We aretheretore 
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within our authority to require the.:utilJitic$';to/·brokor:,(,'f.:i:t"1ri>'·!,)·.';~o;": 
, • t ~' •. " .. ", / ••.• '.:.,.' .••• : ..... ,,' I"~'~ :~~"~I" ·.I.~ "_~,\":·~:·.:,,I.·\'~{.') 

l.nterstate transporta tl.on eapael. ty and to set, th.e ,terms"ullde,:c ,whl.ch. ':' 
capacity will :be :broke red as long as 'our adopted programs do not 
conflict with FERC guidelines. '.- ' "'/; 

On March 20, 1991, thoFERC' approved capacity brokering 
programs for El Paso and Transwestern which the commissiori' arid 
others had presented as part of general 'rate cas~ settleme'rits for 
the pipeline companies. eEl ~so 'Na"tutal Gas ~~M.i::~ '54' PERC' 
~ 61,318 (1991); l:n.nswe~e;r;:nPil2eline COIDI?any, 54 FERC' ~(6l ,319 
(19'91». 

• '.>. 

The FERC's capacity brokcring orders requlr~'th~t ' 
interstate pr09'rams and complementary.'--rules"set' :b~;':: t.he'stat-es 
conform with several general policies: 

.~~~_' The FERC rc'ciuires' that firm 
transportation rates paid to, the pipeline ' 
companies :by customers, and to~arties 
:broke ring capacity to others, wl.ll not exceed 
the pipeline companies' tariffed rates' chargeck" 
to the utilities;, . , , , 

Not ·unduly discri1DiD~tOry" access, The, FERC . 
requires that access to brokerecl capacity be 
equitable. As part of this requirement, the 
FERC requires that capacity·:be allocated on a··' 
"first come-first served" :basis; 

!lDJmndled rates. The FERC requires that rates 
for interstate services be unbundled from rates 
for intrastate services. This guideline - . 
appears designed to guard against· contravention 
of the rule prohibiting rates above the 
as-billed cap andto.prevent tying 
arrangements. . . 

',.'" . 

More recently, on Auqust 14, 1991, the FERC.,vacated its 
orders granting capacity brokering_ certificates. to El .Paso., and 

• ' ., ' , • , ~... • l 

Transwestern. (El ~so Natux:a 1 Gas Company, 56. FERC 4J .. 6,1,2'89 . 
, ' . " 

(1991); TraDSwestern fueline CompaDY, 56 FERC 4J 61,.288, 
(1991)). This action is currently th~ subject ofrehea~iXlg; ,._ 
requests filed by this COX!\ll\ission and other parties .. : We .-believe 
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our capacity brokerinq'proqram quido'lines'are<consi:.tent" with' FERC 
". .",' ',' ~ ',~ .":. ~ • I '''' 

rules and policy. Therefore, we intend to move torwar~ with 
developing our· capac:i ty 'brokering' progr",:ms :wh-ile:"our:~pJ:e'ad'ings 
before the FERCarc perid.in'g". "'", "',' "".',' <:,' ,,~,,:,,:,;, " '.," , ',,,"" ," ',(",'" ,.,,",-' ,\'/"':~ 

, __ ' . _ ~ ;''';'jj \~'~t"1l." c.:' 1" .... ) 

.~: ( ~ . \ : ~:,' ; ~\ . 

• ... , ' t, 

'j r"" , 

A. DesW;pSon. The settlement 'tiled' "in this' pro'ccc'din'g proposes 
resolution of most issues"reJ:a.ted,to ~'eapaei:ty bro'kering.H<,The major 
elements of the settlement'are,aSf?lJ:ows: ' 

~, -" 

N2Q&ox:c lXMsPOljdltion' ~rv,ieSi! I&.vSi!l~'!., Th.e· 
settlement would. replace existinq"serviee 
levels with firm. and ,interruptible" services fo·r 
interstate and intrastate,transportation .. 
"Bunclled" firm intrastate ancl interstate' 
transportation service would be availa~~e to 
customers (not marketers-or .brokers) whose, 
annual demand is less than 60 million therxns. 
The interstate portion of the bundled service 
could be brokered,to any shipper. Firm 
interstate service would be available 
separately and could be brokered. Firm and 
interruptible intrastate service would be 
available on a tariffed :basis. .• 

N9n.~_Ga.s EJ;ocux:cmcn.t,.. The settlement would 
replace the core subscription serviee" adopted 
in D.90-09-0S9 with unbundled gas procurement 
and. transportation services. CUstomers 'who· 
subscribe to bundJ.:ed serviee would. be,eliqiblc 
to purchase gas from the serving utility .. 
Utility gas sales to noncore customers would be 
from the same portfolio" as that of core 
customers. Noncore gas' procurement cus,tomers 
would :be required to :make a time commitment 
equal to' the~period between' utility cost 
allocation proceedinq~. 

~s fSOC'tt,anSP2x:tationseryices. Intrastate 
firm service rates would :be set at the 
"default" rate,. based on fully allocated. 
embedded costs. Intrastate . interrupt~'le,' , 
services would, also :be set·at, the default rate,., 
subject to discounting., 'Interstate ,rates. ,would. 
be set by a bidding process (highest bids 
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receiving capacity),,: ,.not:to, exceed,.the~FERC·'>., .. ,':)",,"f. ~. ,.'. 

"as-billed cap.". "".'.".' , , .,. .': : . 

Re~x:vm:ions_9t Firm :rnterst~C®aeity tor': 
~9X:e CUSQDJcrs of LDCS. including Wholesale. 
~~W~~ The settlement would reserve 1,200 
nunctld tor PG&E's core customers, and those of 
its wholesale buyers, allocated equally between 
the two pipeline systems. For SoCalGas, it 
would reserve 1397 mmcf/d for core customers, 
including those of wholesale ~uyers~ 

2esexxatiom;a 2: Firm' Interstate' cap.aeity , tel;' 
J3rokering. The settlement reserves for " , . 
capacity brokerinq 90 milli"on cubie feet per 
day emmet/d) ot tirm'capaeity on'El Paso into 
PG&E' s territory and :llS mmct I d on· El Paso, into· 
SocalGas' territory., 'rhesettlement also, 
reserves for capacity broke ring 263: mmcf/d of 
SoCalGas' firm capacity riqhtson 
'rranswestern's pipeline. Capacity brokcring, on ' 
the PGT line would not l:>egin until 19'94 and was' 
anticipated to be 90 mmcf{d., 

Rescnillons 0: FirmIntc-x::?.tatc capacity foX, 
Bw;tdled..l!oncore Transportation. " 400 ' nunc! ld. of 
firm interstate capacity is reserved for 
bundled service on PG&E's systemr 22'S mmctid is: 
reserved for this sClrvicc on 'SoCalGas' system. 
The bundled service would coml:>ine firm 
interstate transportation with firm'intrastate ' 
transportation., , 

RC$~ations of Fitm Intcr~c Capacity 'for 
utility El~£!;;x:i9. ~neut:iQn <PEG). The 
settlement reserves 400 mmcf/a of firm capacity 
for PG&E's electric department. This ',' 
reservation would be allocated equally, between. , 
the two major pipeline systems., 

CUrtailments and Service ouality ~visions. 
The settlement would replace the' eXisting , 
system of end use priorities with one which 
provides tor curtailments .aecording to' 
contractual commitments and prices paid ,for 
service. SoCalGas 'has the option to guarantee " 
to firm customers that.they:will experience no' 
more than one eurtailment in ten years.. , The" 
guarantee conters apenalty.payment from,' 
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SoCalGas to firm customers who arc curtailed:(\,:-.·],·,."" 
more fr~CJUently... " ", ,"'" 

.• ,.1 

allocation of -st@llded CQsts. -. The- _ settl:ement '.f 

antici~ates that certain utili ty. costs ,.. ." 
including intcrstatepipeline'charges, will not'" 
be recover~le. from certain noncore' customers.' 
These costs would be allocated. to core and 
noncore customers •. 

. . . 
Bidding and Eval~ati2n criteria for Interstate 
Br2kering. PG&E and SoCalGas would offer 
medium-term and long-term firm transportation 
service on the interstate system (defined. 
differently for each company) and would 
allocate the capacity -by way of a bid.ding 
system. during an open season. 

~1;).;o~U-~ The settlement" 
directs SoCalGas to file a report regarding 
outstand.ing liabilities und.er contracts with' 
PITCO and POPCO(affiliates from 'whom S'oCalGas 
purchases gas supplies). It directs PG&Eto , 
tile a report regarding outstanding liabilitie~ 
to. Canadian gas" producers, und.er contract with, 
PG&E's affiliate, Alberta and Southern (A&S). 

~~~~~~'I.' The settlement.' 
would retain the balancing and standby service 
rules ad.opted. in 0.90-09-089', as mod.ified. 

", 

.. " 
Under the terms of the settlement, existing ca:J:)acity is 

allocated. from 1992 to 1995 as foll~ws .(in mmcf/d): 
,;"" I' 

Core, (cold year) 
Bundled noncore 
Whol'csale' 
TJEG 
Broke~ed c~pacity 

SQCal,Gas 

1067", 
225 
3'30 ' 
.0 

578. 
'-., I •• 

~ 

1200",:: 

(incl:~ u~~~r"'core5 
. ", 400· , 

.. r."" " 180 
~. ... ,' .. "'" h" ',' .' 

Addi tional,capaci ty ,may. be available. on·aL .short-term basis' during.:.··, 
off-peak periods, due to reduced ,d.emand.. by: .customer, groups:',such as'­
core customel::s, for. which capacity is reserved ,in, advance· •.. '::,,~, ._' .. " 
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8. .Qissms~ion . .,.' 

The settlement is a comprehensive doe~~ntthat'addresses 
most of the ,znaj'or 'i'ssues concerni'ng'capacity :brokering';;:' It is 
signed :by parties. of widely :varying i~tere~ts;i'ncl~d.ing:",u'tilities, 

.' • I , 

consumers, and producers. We applaud ·',th~parties""efforts' to, reach 
a mutually satisfactory result. Our pol~cy is to'dont.in~~' to' 
encourage settlements with Commiss;on oversight. , , 

The' settleJncntdeclares 'that its,signatori'es:support the 
document "on the premise. it will' notbe'modi:t:iecl'in-the~approval 
process." Several of the settlement ,parties ha:v~ "te~ti:fied that 
the Commission should adopt the' entire settlement and'notselect 
parts of it. We therefore address early in this decision whether 
it is possible to adopt the settlomcnt.', ' .. :;; 

In its comments t'o th'e AL:1's proposeddecis~on,.,SocalCas 
urges us to adopt the settlement on.the :basis that 'it "reflects a 
true m~;c~et-bascd resolution' of the', issues since ,t~egiye-.and-take 

, . \ 

of ertensive negotiations. between market se9lTlcntsstrikes-:the same 
, '. f ,,' 

delicate compromise of competing int~rests as a negotiated contrac't: 
betwoen parties in: the ma.rketplacc."SoCalGas qoe$on'to~' state 
that neither the AlJ nor the 'Commission, is in,a position,t.o 
" sub sti tute their j ud.gement for that of the marketplace." " 

SoCalGas asks us to,; adopt a' settlement on 'the basis that 
several parties with differing interests have signed. 'i f~"; : 
Forgetting 'for a moment that n~e~ou~ parties actively opposed the 
settlement, we respond that weare' not in a posi ti'on- to abandon: our 
statutory, obligations in deference to a settlement dn tho' ~~si$,., 
that it was negotiated like a contract. 

This Commission was created in larqe part" to ';ed.r~~s '" 
market failures. Our' enabling legislation assumed:that"uti:l'ity:', 
markets would not be competitive because' utility services:: a:re, 
public necessities and. their providers have characteristics-of 
natural monopolies. PUt simply, customers and providers of 

- 13 '-
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utility ser'V'ices have unequal,'~argainingpower in s'ett~:i:ng:'pr'iee's'" '>~ 

and ser'V'ice levels. ..,":",':' :,'.<);':,", " : " 

The "marketplaee"'.'i$ ,not 'necessarily synony7nous: with': open' . 
and unirnpededcom:petition.; Utilitymarkets:,.·even~ those with, . ' . .', 
competitive features, may'require some regulation,. ,: Similarly, 
negotiated' settlements.,' even those between "diverse :interests, .: 
require our scrutiny.. A negotiated settlement' is>.no.t ~cornparable) to:;' 
a contrac::tforrned in a truly co::npetitivernarket until'and,unlesS: 
the settling parties have comparable barqaininqpowe.r •. NO party to; 
this proeeeding suggests that the settling"parties~-primarily the 
utili ties and· their customers--have equal' 'l:>argaining; power~:' 
Therefore,. although we encourage settlements wernuste~ercise·our 
independent jud91Ilent •. We therefore' proceed to'consider ,the' terms", 
of the settlement on the basis of whether 'it fulfills:the ; 
regulatory objectives we have established'. 

In general, the settlement proposes aprogram'whieb·would 
provide noncore customers several service.., options--inclucting .:.: . '. 
brokering of interstate capacity--to ,improve access. 'to f,irm· gas'· 
transportation. In that way, .. it moves regulation'in.· the' direction 
we have established in earlier decisions. The settlement also,· 
antiCipates the effeetsof capacity ~rokering and' other industry 
changes by. providing for allocation Of:' certain· costs.: axnonq::various 
customer qroups. Certain of its prOVisions seek to, protect:: core: 
customers from.. the effects of industry chan9'es by reduc'ing',core 
customer liability for firm transportation"and providing:;'baekup 
service for the' core in" periods when core demand exeeeds eapaei ty' , . 
reserved for the core. . <'".,: - .~' •. ' .. : ".' 7 ; ~ ."~' 

On. balance,. the settlement's provisions:' ·fail··to, meet";. the -.':)-.; 
objectives we have set forth in. previous: \deeisions.:>'First~ the 
settlement would. not. 9'0: far ,enough.. in., promoting; competi tion~ "It 
would delay capacity brokering on the. PGT~line:~until-l994:; 
(discussed further in·: Section XI of this- decision,).;'.: Even.:: after· . 
1994, little of PG&E,'s"~eapaeity"would be:'made:.available,.tor.-: .:.~' ,;;: .... : 

, ' .•.. '.,"., 
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brokering.under, :the terms of :the- settlement largely because" of. the ",. 

preferences the settlement would provide to PG&E's.electric.­
department .. (discussed in Section. XII- of this decision)". ,·In 
addition, the noncore transportation services the settlement 
proposes are unlikely to.encourage·many-noncore customers-to. 
participate in capacity. broke ring becausc'shor:f:-tcrm,brokering is 
not offered and because bundled services 'are likely to' be ':.: " 
relatively attractive for all, but the-largest customers: (discussed' 
in Section VIII of this decision) _'_" <, ", ". ,-

We are- also concerned about . ra.te structuring: under the 
terms of the settlement. The settlement proposes intrastate: 
transportation, rates based on the cost of· service ana subject to' 
discounting rather than on value of·service. -, ItthereJ:>y .:-. -',.-' 
establishes a:rate structure- under.whieh..:revenue shortfalJ:sfor 
intrastate capacity are certain tooceur.·. 'FERC ru'les for.,-, . 
interstate capacity pricinq.- si1nilarly, assure revenue ,shortfalls. 
The settlement would allocate portions of these,shortfal'ls~,to core": 
customers.. We are not convinced that' corEr customers should .be.ar;·~", 
the, cost of capacity brokering which primarily benefits~noncore' 
customers. . ' _ , '.') 

:Finally-,.' the·. settlement would -establish'· a 'proqrallt,which.:. '. 
is inconsistent with our policy. regardin9'-,. cogenerators.:' Under.the, '_ 
terms of.,the settlement, PG&E's. electric department would~have _' 
preferential-access to firm: transportation services and'gas 
supplies.. The reeord does not support a' retreat:· from. our, 
longstandinq policy that electric utilities should~;not-be 9'ranted. 
preferences which are not available to cogenerators:or~:that: 
coqenerator loads should be" curtailed. ahead of:UEG-:loads •. ::· 

Althou9'h.the settlement, is thoughtful'and'has the-support 
of a broad ran9'e of interests, we cannot adopt-,it'as offered:to'>us:' 
in total. Rather. we adopt portions of it and-reject others;;;.-" 
Issues related. to capacitybrokering are·:complex:',and· ,their ~~' 

resolution .will have a dramatic effect 'on-the gas::inc:ius.try.in' .. ,'. 
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California, f,or years, to-- come'. ,In order, to assure ' tha.t·the; ,capacitY"_ 
brokering", programs· fulfill,. ,our regulatory.; ,obj!ecti ves:,..: :our 'dec is:i.;on. 
sets forth new rules for gas, ser:vices.' ,based on the e.vidcnce:addueed ',: 
in the. proceeding·.·, l,t also conside.rs each :maj,or element;"of; .the.· .,"'::' 
settlement, on, its own merits' as ,j'ointly: sponsored 'testimony ",0 f.· the",,:,' 
settlement signatories. , ,,/,.' 

.VI. 
._ • .., '. " : J • __ .. ' ,I ~." '.I :c ",; , 

Reservations. and., Service Reliability. , tor Core custQlJ!ers ' . '. .',',.:,. .... , 
, " 

..... 
"\~. .; ,;.TO I.: ' 

. ln~ developing a' capacl tybrokering program~: 'the: :' . . ' .. , ',';' 
Commission must assure that the" 'utilities' retain eriough"'capa6i tyto:~; 
provide' reliable service to :core cUst6mers~' ,",:," '-";',,: ... 

The: 'settlement proposest'6 'res'erve forPG'&Eiioo:-"lrurici~/d;' .,' 
(which includes some capac1tyforwholesale use:' as"discussed:':in"'" 
Section XV) of firm interstate capacity for core customers based" 
upon average year peak month' requirements' for 1995~ 'The ';SoCalGas 
reservation under the settlement for the core is l067'~MCf/d~"based4 . 
upon cold 'year requirements for' 19'95 • Both'~' reservations: '~ake'= into' .:, 
account' the: use of utility storage"a'nd'ut'ilitypurchasesof": "(;,~,~." 
Califorri-ia~'gas to meet· core needs •. ' .'. ,,':,;:; :.:;, .. <,' 

The settlement also proposes' ways to assure','tha't';'"th'e' c'ore': 
, • ...., • " " , ' ~ , • '-. ~'j , .... ,.', • .,' ,'" , , \-., 

demand' is met durl.ng perl."ods whe'n' demand' exceeds' these ',' .,.. , '" ' ... 
reservations. First, the utili tie's woul'd'"curtail . i'nterruptiJ,l'e-:) .. ',," 
customers. To the extent such curtailments are' inadequate';:: the: ,,::: ..... 
settlement provides for voluntary and involuntary diversions o,f gas 
purchased by-rioncore cUstomers' with;·~fir:m'service,,· ,';:' , ;',:') 

Voluntary diversions would be negotiated with shipper~ 
subj ect' to a' cap of'1'50'% of the" core weighted" averaqe cost'; of gas , 
(WACOG). The price" for involunt'arilY: divertedfirm= suppfies'~' is':·;·set·"~ 
at 'the' higher" of the cost of" the eUstome:i"s alternative'fuel',: the:::-:·'.':' 
customer':s'aCtual:: cost of: gas, or 15'0% of' the' core:'WACOG.'-;''::': . '~":, .. '":, 

'.' ORA and 'I'Um:' believe these reservations'-bal:ance': thfi";' ,. ",i: ~;< 

future' benefits' '0:( retaining' capacity-- on' the existing:: depreciated':;'" 
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system against the costs· of helding toe much capac-ity~ ';~'I'hey' : also- ,~, " 
believe. the 'settlement adequately and' fa.irli prot'ects''''the~:'co:re- -:from~:: 

serv-iee interrupti ens. The cest of the' vol:untary:'a'nd7 invo·J:unt'a:ry:'7 ,:. 
supply d.iversions, according toDRA,w±l:'1 be' more than --of fso t', by": " 
the 1 ewer demand charges the cere weuld:· have to. pay ·t'o.: re'serve" ,,' " 
higher levels of capacity." '>~"'" ,'::); ,. :; r:'·.' 

The testimeny in this preceeding suggests that excess 
capacity is likely to. develop on the":iri.tcirsta'te·',:,sYste~'\.n the near 
future. For this reasen, it makes sense to. adopt a censervative 
estimate for core demanel .andpreInete the. most ,efficient. use e·f the 

• • • I • '., 

re:maining capacity en the eristing system •. The .settlement'.~". 
estimates of cere demand balance the risk ,of .toe.,little,capacity.r: 

.. > • ~. , ' '. -,. -" • 

with the cest of retaining, capacity. ,We ad.optthe,.prope~eel 

reservations fer the core ef 1200 lDmcfld, fer PG&E-,anel 1067 .mmct/d·. \ 
" '. • '" '......",' 0,· 

fer SOCalGas. 
" The settlement previsiens .. for~ voluntar,y .and involuntary":",,,. 
.' I. I.. '.: _ •• '. " »' , ":,"'" ~ TW • " 

di version~ may: be subj eot to. abuse. .~,er, e~mple ,f',.a ,ut~~,i ~y.:.ceulc1.-:. '. a 
treat. its ewn. e?-eetric deP.artmen~· with.:preference •... We .aaePt:',t,he ,,', • 
proposed rules with the assurance ef. 'l'tlRN . anel DRA that, .fro~ the. '.' 

I • • • • ".. ~ ••• 

standpoint ef cere custemers, they ~e preferable,.to:.higher:. cere.. ':: 
capacity reservatiens •. We will review these transactions.,in 

,. ... I • • • • .• ~ 

reasonableness reviews.. We will als<? ,direct· Comxnissie,n Adris_ery~ . 
and Compliance Oi vision eCACp>:t0 lneni ter, ,colI\plaints.ass?c.i~t_ed.:-. "," 
with the transactiens. "''-', ,., , ...,. ,." ..... ~.. " 

VXI. 

, . , 
• I •. " 

lntex:.statc CapSlcityAvailable for Broke:w;:ing,,,,, ",-',-
."..... .,-;. '".,,,.. " • .... 'e ~ 

'Onder the terxnsof ... ,the settlement~ the alI10unt, of ,;fir.m.", '" . " 
.' "". "' • Ie .' , ,_,. , ,.... _... ,."., -' , ... ~. '!- ••• , , • ,., .... ' ... 

interstate capacity, available for brokering, is. :180 . .mxncf / d .. ,on PG&·E~ ~ .. :'. 
, •• , j " • .,.. '_"V" _'", , ••• ,4 ; 

systeXlt~ allocated equally betwe.en the., northern.: (P(,;T) sys.:t~ ,and .~e .• , 
southwestern eEl Paso and. Transwestern) systems.. ." ,Fer SeCalGasr .the r . . . , ~. '"" , , ,_."" -' ,..... ~ 

amount ef finL, capacity available,to.r brokering·:.isr,S.,?8:,~c.f/d, 
allocated equally. betw~en :the El ,Paso.. and ' Transwestern. ~y~telnS., ,,: .','.: ,:: 
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These amounts ,are, ,derived. after, reserving: . eapacity for :core 
customers, customers of :bundled' transportat',ion:,seryice's:", \~a:nd 

'" • ,_; .J! 

wholesale customers. A reservation is also mad.e on PG&E's system 
for PG&E's UEG. " ,'.' " ' ") 

, ' , • ",' '. ' I',' r:,\" 

Under the terms of the settlement, firm capacity: would :be 
offered :by way of an "open season,'f during which noncorecustomers 

. -' '" , 

would have the,~pportuni'tyto ,:bid, for,:blo,cks of capacity., The, 
, • • , ~ ~ , " " ." ' • ,. • • ,I, , I" " 

utilities would also offex: interstate, ,capacity on a,. shor:t~term, firm." 
• " r ' • ~'\ I • .. , ,...,' ".-'i 

or interruptible basis as, the capacity :becomes avai,lable,# primarily, 
• • • • / • .• ,. , ) I ,.~ ., .,' 

during off-peak, periods. " , , "I ' " .",', 
. , ,\ • I , .. 

" We, agree that capacity should be ,:brokered ,byway,~ o,f, , open 
seasons, that' capacity ShOUld, be, aliocated .equallY on the~ 'pi'pelin.e ' 

,I • " J;, ' " 

systems, and that capacity should beoffcred on,a short-term firm 
, ' , _ " < .. ,' l • ~ • 

or interruptible basis as i t becomesa";"ai~able. " ",' , .... . 
. . .. ... "'; '"' , 

We are concerned, however", about the amount of ,capacity 
, ~ . ' ~.' '. " '.' - ~.' , 

to be brokered, especially, on PG&E's system., We .arc,not cpnvinced 
. ' '. , .. , . ! ~" . 

thatlsO mmcf/d--less than 20% of PG&E's noncore,capacity-~wil.l go 
, '" , '.. ,... '. " ".1, '.' 1 . ' 

very far to promote competition in gas markets. That,amollnt may 
dampen customer interest in brokering" and eneou~age use' of:' bunclled ' 

• l, .• ,,' t'" •. ' t. 

services. The reason so little capacity is offerecifor brokering 
" '. • .., I • .' 

on the PG&E system is that, under the settlement, most capacityi~ 
reserved for other customers or services. We address,the 

I • • • .,' "'.,'.' 

appropriateness of those reservations, bel,ow. 

' .. ~ ( .':' ,~ ,,~. 

• • ., ., ,., - j r , ."','" 

An imponant objeotive.in'this.proceeding'is to. improve 
- " ~, ' _. • • I • : , '..,.'.. ' ...... ' ,..' , 

the reliability of noncore ,c~stomex:, transportation s,er:yices by, . 
....." .',', ~ .. " • . " .' I.. • ~ •. '" '" .,,".. '. J" '. ;. 

requiring the utilities to broker capaeity, which, they do, not"" , 
• .',. ~. • ,- j " '. , ',,:.~, ,., ~ ,.' 

require" for .. cor.e customers. 
As d~sc~ibed above, ,the settl~~e~~ would,' rePl'~~'~:~ e~istin9" ,', 

._ . , . ".('" ,', ':, .• I,. . , ',' 

noncore services with certain new serviceopti0J?s: ." , ''', 
• t •• ... ,.'.' .... ' • .' ~ 

Unbundled. firm and interrup,tibl,e int:r;astate, ,,' 
services offered. pursuant'to utility t'ariffs;" ,'. 
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Bund.led., tirm. interstate' and. :intra~tate: "service: '," .-".,', . 
to customers whose demand is less than 60 

, million thermsi • .~. - 'I. '. ' .. -,',,' 

"', 
, " 

,~.. •• ,- .. j.. , , "f 
,,'. " 

Optional gas procurement service for customers 
who subscribe to the bundled transportation" , 
service.~ ,,', ,-"" " ," 

The bundled service is d~scribed by~th~:' settlement': 
parties as a'transitional o!tering which would'b~'withdr~~"~s ", 
competitive markets develop. 'CUsto~ers:':who ~ub:scribe 'to:' bundled 
transportation service and PG&E"'s UEG department' would' be: Eil'igible 
for utility procurement, termed by the settlement' parti~'s:-"'~ore 
subseription service. H ' utility sale~'to nonbo~e customer~;would be 
made from the same 'gas portfolio as that applied' tocor~' c~~tomers'" 

We arc troubled by several' clements of'the no~core ' 
transportation services proposed by' the s'ettlement~ By ~~intaininq 
the utilities' control of the system, it appears torestriet 
competitive activity on the pipeline system rather than: c'xpa:hd' it". 
The package of serviees,'espeeially ~sit' applies to PG&E; does not 
appear to promote the use, of brokered, eap~eity. 

A. ~~ti.~~~ 

The settlement does' not'propose brokering of intrastate 
" , 

capacity: instead it retains a tariffed structure under which 
end-use customers, but not brokers or marketers, may purchase' 
service. Those end-use custom~rs would not bc ",ble to Htrad'o~ 
priority among themselves. They could, however, delegate authority 
to marketers and brokers 'to purC:h:;"sc' serVice fo'r th~m. 

PG&E supports this provision. PG&E states that only 
."' " .; 

end-use customers should purchase intrastate'service'because for 
intrastate service, unlike interstate service', the utilitie~ need. 
the identity of the end user to 'de:l:Lvrir gas'. 

IPAC, CPA, New Mexico, and Altamont objeet to' elements of ,'" 
the settlement which would prohibit marketers and,produeer~ ~rom 
obtaining intrastate s~rvice 'Which thcyc'ou'ld resel'l to: eustomers 
or other brokers.', New Mexico,argu~s that' the restricti'o'n will deny 
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,1_ , ... , 

" ... '- I" ... 

sueh shippers an opportunity to offer, ~se2:Vices, eomparabl'e-:,:to ,those . ;-\ 
of the utilities. ,,-">"-. '::" .. 't"\;_::"',~,-":';(-;:.:.:,,-,,:, 

Sunris~ proposes tha.t eustomersbe pennitted,,:to',"broker" 
their rights.. on the intrastate system. with" each· .other. ,A customer,,", 
with firm service eould therefore contract· with: :an::inter:t::Upti~le :'". ':. 
eustomer whO" valued the finn. servico during. a curtailmo-nt~period. 
TURN makes a :similar proposal. ' ~_,.: ' :w' '::':" , ". , . 

: As·.SOCalGas and other parties. point out',. allowing':, .. ,: .... , 

marketers to 'broker intrastate' capacity could ,comprolt\·ise;our,; ".' 
obligation to protect customers ~ecause·,we·'.have· no"j,uriscliction' • 
over brokers and marketers. 'If intrastate capac·ity wereJ'to', ~ecome' 
scarce with the addition of new interstate· pipelines," ho·ldersof· ,,'. 
intrastate capacity couldco:mmand.' economiC' rents. (profits,:a):)ove 
those a: competitive market:would per:mit), for use of"their~, rights., 
Although: . conceivably , a handful of shippers could, . control} the' 
intrastate system, we believe that .it is posziblc to dQs,iqn·'a. 
program which would prevent suchan, outcome- and ,which would per:mit~ 
more, efficient use of the intrasta.te-system by customers~,and:'other,Y~ 
shippers.. . ,"J,. • • ,,:,' ,,' "1,, 

We do not order br,o~erinqon.the intrastate:, :system at .. ' \, . "'" 
this tixne_. ,Only end-use customers wil-lbC'" able to . sub scribe to 
intrastate de-livery from the utility. However, we· will.a-irect: the··.· 
utilities to propose· mechanisms whereby ho·ldorsof;, firm-'capacity 
could· sell their priority to-other customers in the-,even:t;:of- a,.' 
curtailment. Further, we wil-l-consider a ·more fle)Cible way ,to­
allocate intrastate. capacity, if andwhen,capacitybecomes'.,~ ... · 
constrained -in the future. -' ' ... '. 

In the meantime,.. we believe .it appropriate:,,~that·.custo:mers::-::. 
be penni tted.to- dele<jate to- non-customer shippers intrastate~ :, ... ""::.":, 
transportation- rights.. ''rhismechanism, wil.l provide some, :additional. 
flexibility for customers and other shippers. .., :'i' 
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B. Core 'SUbscription .and', BUndled,:,: .' .,: 
l',;ransporta.'tiQ.n Scx;v:icc; "-.,, i : "j ,_,." ,; \, 

. Among the transportation services.. proposed''':by rtne 
settloment, the, service 'option; which: }:)undl'es.-·interst~tc:· and:, " 

intrastate transportation servicea ilS- themo$t controv~rasial.'o: . 
Proponents of the settlement believe that, the'bundled 

service would. provide all but the larges.t eus.toxners. with a, Il"satety 

netN which would assure noncorecus.tomer&.,havQ' tirm transportation 
and. the option to. purchase gas from the,utilities..:They 'also. ' 
believe the bundled· service will ass.ure that holdings of firm,' 
interstate capacity do not bocomo concontrated: in' thchancl's' o·t; a" .. 
few larqebrokers and customers~ 

. ca.naciian gas producers arquethat the bundled, ,service 
unlawtully restricts coxnpeti tion.. APMC' . ar9'U~s- that, ,no, party' ciuring' :. 
the course o.f the proceeding was able to. dexnonstrate,'that:'xnarketers;, 
or brokers :might dominate the market· in tho absenceo,!' a: bundled 
scrvicQ. APMC suggosts that the best way to, preclude market, 
concentration is: to ofter short-term capaei ty' l:>rokorin9: .. ' ' APMC also-' 
arquos that the }:)uncllecl service ties interstate and intrastate'" 
$~rvica$ in contravention of FERC 'policy~ ., 

IPAC arques thcl:>undled, service, in combination with 
other elements o.f the settlexnent~actually promotes-'a coneentrated~ , . 
market tor,brokered capacity because- so. little capacity' is: offered 
and the l:>und.lecl' utility service· i:; so: attractive. " I PAC' roeommends., , ' 
retaining' the existinq core su:bscription service as.' a. Nsatety 'net"" .:. 
for customers who. do. not wish to compete' forqas- supplies'. ' ',,' 

For the several reasons stated above r we will not' 'aciopt 'a)'; 
bundled transpo.rtation service. Insteacl', we will, retain ,a', premium 
service tor noneore cus.tomers who do- not seek eo:mpeti ti vo' 
alternatives. We boliovo tho' existing core Subscription, set"Viee, 
offered to noncore customers: fulfills'this objeetive.'Wew:i.ll not. . 
amend core subscription rules to add new limitations or conditions. 
We believe such conciition$ are unnecessary in the context of other 
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rules we adopt today which sho,uld'increase'" noncore:'custoxner access 
to interstate capacity. These '~i~s~; sho~ld- g6furth~x<than the 
terms of the settlement in providing opportunities for ,customers to-
procure their own gas supplies. ,- ' 

Two years after the introduction' of capacity brokel:'ing, , 
, .' I '~ , , ,,' 

we will consider eliminating or further restricting, the "core _ 
subscription 'service if we find that the ,market ,would permit' 

'. . .""' 
smaller customers to compete. At the same time, we,will.consider 

'* . " "I •• , . 

whether holdings of capacity are so concentrated that-theY,might be 
" ' ' " 

damaging to competition. If they are, we w:ill take steps, ,to. 
further improve access to capacity, by, for examp'le, piacing size 
limitations on customers who might qualify for sh~rt-term.'capad.ty. 

. . • n' .". < 

In the meantime, we direct the utilities to_~roker one 
third of their available interstate capacity for one to two-year 
periods. This provision should proclude marke~ c::oncent'ra1:ion~y 
making capacity broke ring a more attractive option to small and 

. . ",', 

medium-sized customers. Because we reject b~ndled transportation 
service, 'buyers ?f interstate service~may purchase any tYP~_Of 
intrastate service. 

Finally, the initial'r~servation-of inters:tate capacity, 
. _, ' ,. ". 'ri. '<_I .':J'_ '.-. 

for core subscription service shall not be increased in,subsequent 
years unless the utilities can sh.o~ 'tha:t' both existi~CJ br~kered, , ' 
interstate capacity cannot be ~~ld.at the as~billeci rate.and'dema~d 
for core subscription has increased. 'Such a showing may be . 
su)jmitted in an advice letter or appl'ication. SOG&E 'may 'propose a 

-, ' ~,,' . \, ,. 

level of core subscription service for its noncore custo~ers in 
recognition that it does not holclfirm rights on the interstate 

" ," ~ '"' '." "f"~ '.' .. ~,~ \ , r ~ i , -". 

system. Such a proposal should be made", in,., the·implementation phase 
of these hearing's. . '--~' ';" "",;-: ' 

-., ", ...... , 
j i " 

"I .... ,',' \'1,' .' '.\jr'::- "~I'j "'1,I,~ I ,~,"t:~' ~,~::::,"~:::,f, .. :~ 

, . '. ."' ... , '. L,: ' I ~.' r: ':: 
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Is, a bundled service"needed as. 
a 'backstop· service tor small 
~S:;om~rs? ' .' "', ' 

\ I.' •. ' 

,'\ ;'.~ 

As we stated in R.90-02-00S and in companion decisions, 

", . :," 

I , , "'1 ,c I .".. . ' <. 
we believe a utility supply service shou1d. be ava:i:lablc for'noncore 
customers who do not seek competit"i ve opti~ns. Ho~~~er , :' we 
continue to believe that the utilities Sho~ld not- parti'~;fp~te in 

. ... ,,'c, .. 

natural gas' procurement m"~rkets which "are cornpeti ti v~, ,o?=', ',:: , 
potentially competitive. 

,_ .".1 ••• '. 

, . '~', . ..,. '" ,"\ ',i'~ .' <.\ ,"'"\' 

We agree with the settlement proponents :that" small" 
customers require a highly reliable,' p~eml.um servic~~"'sinarier' 

• 'r' ~. . r·'., '.' '. . . .... ~" ' 

customers may not be abl"e to compete with marketers, brokers, and 

L. , .: 

larqe customers for' capacity andrea~onab'lY' pric~'d" g~s s~ppil'e~.' 
Moreover, the administrati VQ costs ass:ociated with 'pro~uring gas 
and capacity may be prohibitive'for" some customers clurinq"the~arly 

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

stages' of a capacity brokering program'. 
, The record, however, docs' not' provide justifica'1:"i~n'· for 

the 6:0 miilion therm cut-off for bundled service ~' Although', eIG and 
- • ,. ", > ", • , ~ : - ..... " :::. ,j ".~'I 

othersarque that the bundled service is required for small 
• • ~. - :'.")~; I , • .• 

customers who do not seek competitive options, the 60 million thcrm 
cut-off would. permit all but eight' PG&E c.ustomers' and' t~n ' SoealG,as 
customers to take advantage of'the service.' The parties p':rovided 
no evidence as to why customerswitb"demand as high: as: ~{~'il'll.on 

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

therms should be considered "small" cu'stomers or, WhYl_~. of ~he 
state's largest customers should not be offered the most reliable 
non core service. The cut-off is arbitrary'and unduly 

-, , 

discriminatory. ' " , 
What are the possible effects 
of bund.led· service on~ competition 

.. ~: ' 

in. sa:unarkcts? 

The proposed bundled service does not merely provide a 
safety net for customers who do not seek competitive alternatives 
to utility service. The proposed bundled service is one of a set 
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of service ~.options offered by the :' .. utili ties. to. :most: noncore~ '",:: 
customers, and is certain to undermine competition.;; ./,: ';:,; ,:,~':,<~: 

Under the terms of the; settl;ement.>~,· s:mal':terr' customers do 
not have very attractive alf~rnatives"'to'''bunclied'~crvice~~';~-' As APMC 

and Altamont,su9gest, the settlement:provisions; discourage small 
and :medium~,sized customers: from si9ninQ.up' forfirm..:interstate',· ' 
service by fai1inq to provide an· option; .for short-tenn':fl'nn:' 
capacity offerings. ,Because short-term.' service is ,not o~ft'ered:," the' 
settlement, )uay actually promote concentration of . fir.tn.· capaei,ty " 
holdinqs by a few large shippers, contrary. to the stated.: intent' of", 
the settlement par:ties. ". I, ,',". ,'.,' " • 

The, bundled: service: also provides~,its subscribers, with: an: 
option for purchasing gas, from, the" ut"ilities, an option::'which.· 'is:: ' 
not available: to· subscribers of- other, services 'uunderthe :te·r.msot· 
the settlement. This option might ,not in itself- be -anti-': 
competitive. ,It is, however, liKely to encourage subscription· to· 
PG&E's bundleci service' in combination'.wi th" thCL ·settlement;' s"" e restrietionson noncorc customers'., access': to Canadian:; suppl'ies~~:, .-

,Because brokering is not "offered on, the.: intrastate 
system" intrastate services are not,.otterecl to' shippers who:'arc'not 
utility customers. This provision, especially as it applies to the 
bundled service" ,puts the utilities at:~,adistinct advantage over 
other gas, suppliers who., would, be , unable- to'" provido sorvices 
comparable t.o- those eftered: by the,- utilities .. ' The' settlement ' " 
parties explain that this,requirement-is necessary in'order/to" 
pr~vent market concentration ,by non-customers.. Asciiscllsseci':'" 
previously, unless some limits "are':plaeeci on how"marketersobtain 
use ot the system, those groups may command excessl;ve, profJ:ts for 
capacity through the prices they charge for g~s'supPlies d~livered 
at the california border. ' ' 

On the matter of market concentration, , some' 'prote'ct:i:ons' 
may :be required to assurethat:a handful of'unrecjulated' marketers' 

- 24 - ',_, '~ 



R.88-08-018, R.90-02-008 ALJ /KIM,ttcg;',' 

that the bundled service envisioned'by the settlement ':Ls.\~'requi':i:·ed 
to accomplish that obj,eetive~ ","", , , ': '",,", ' 

Are' the, proposed' reservations " 
!9r....bundled scxyiec rCMQnabl~ 

'I'hereservations for the bunci'led~ service'are 'not: 
consistent with our policy, obj ect,i ves. DRA,' CIG,', and PG&E argue 

that the 400 mmct/d of capacity rescr'V'cd,'on PG&E's system, to'r 
bundled service is justified on the-basis that core', ::subser£pt1on' " 
(called core election until: Auqustl:, 19,91') on-PG&E'-s' s-ystcin:'has ' 
been high historically. Settlement signatories' support the:' 
reservation on SocalGas' system on the basis that '225; nutlef/d 'is the" 
total delnand, :tor all of SocalGas:':' industrial: and; commercial . 
eustomers.PG&E's core subscription, howElver~' has})een: -high·", 
because,PG&E has monopolized access ,to· gas 'supplies, in'Canada, 
making its procurement service highlyattractive'~' 'The settlement 
retains this set ot conditions by restricting access to PGT'> by 
reserving 400 IDJncf/d of firm capacity" for PG&E"s UEG~ and.:: by 
permitting the OEG to take core' 'subscription' service for 'all' o'f its 
demand. It these barriers. to -competition on PG&E "S system': are 
removed, core subscription will not be such an:'attract1ve" service 
option. 

Moreover ~ it is. not our intent to'encourage, all" 
industrial and ' commercial customersto-'take,bundled'service. We 
would prefer a program which encourages' customers to;' part"ieipate "in 
competitive markets and whichprovic1es.,arialternative servi'eefor 
those who do not seek competitive-options. 

Is the bundled. service proposed· , . 
by the settlement., consistent 
~ FERCgui~~1ines? . 

T.lnder the terms of the settlement, _ the. only, way a: 
customer m,~yobtain short-term access to ,firm interstate service on 
SoCalGas'. system is to purchase tirm intrastate service .. by:, " ' 
subscribing to a b~dled product. . 'I'his" tying arranqemen,t-vio-Iates ",,' 
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the spirit if not the letter Of'FERC,pol'l:cy: prohibiting·:;}:)undled. 
intrastate and interstate capacity~' 'In~:prohi}:)iting~]~und.Iing~;.the "',, 
FERC has emphasized its concern that bund.ling may }:)e improperly:" 
used. to collect rates wh.ichexceecr:the "as-billed" cap; .-However, 
the FERC appears' concernec:1 with'bu~c:1ling..more ·gene~~llY. ,'It has 

, ' , 'c 

clearly statec:1 that"A firm shipper.or assigner'xnay-notco,,?-c:1ition a 
c~paci ty assignment upon the' ,):)undl ing with any other ,serVices • " 
eEl ~so .Natural Gas Co., 54 FERC, ~ 61,:318 at 61',993" (1991) .) 

For. the several reasons stated.,a:bove,."we will not adopt ;" . . . . . ," . ,..' " 

bundled. transportation service. InstQ~d, ,we .will rQtain a .core '. ' 
subscription service for noncore customers .who· ,do, not seek 
competitive, alternatives. . ~. .. .'. . ' 

C.. Intrastatc Serviccs to 
~tomers 2f Ncw;pipclin~$ 

'rhe settlemen't:: .. p%,op~se~ tha.~' issues relating to 
intorconnection with ~nd cost allocation tor new pip~linC! 

, " .... 

facilities l:>e deferred to other p:z::oceedings., . pa~~es to;tb.is., 
proceeding who may provide service ,over new pipelines obj .. ect to the 

. . ,,,, ,", +., 

settlement ):)ccause .it tails to ~(j(jress how new .. pipeline, .tb,cilitics 
" ' . ' '. . 

• .1'\ 

will interconnect with existing pipelines., Kern Riv¢, and Altamo~t .. 
argue that the inability .of .. marKeters ,and :brokers, to .,purohase 

• , • _. ..' • .' +'- ~ 0' 

intrastate servioes woulc:l make it impossible tor shippers" .on new. 
interstate pipelines to compete on an equal, footing "wi1;hholders of 

• . - . . _, .,,'.1" 

existing capacity. 'l'he result, acoording to Kern Riverand~, 
• , • c " • •• , " " 40. ," I >a,' " 

..•. ,.'1 

Al taxnont,woul,d, be to diminish the value o,f new eapaei ty .to 
'\ ", , • . • I . ,.' " , ..'~' • 

inc.iivic.iua,l, customers and. to .,all ratepayers who woulc.i benefit from . ' " ' . , . . '"' 

I"" 

the increased .e,ompetition. the ,pipel~lles are~es.i9~ed, ,tc? :,pro.",'ide. 
'l'hey argue that the utilities should :be required to, interc~n.,?-ect" '"," 
customers of new pipelines. Altaxnont .. ,recommend.s.".that,.",at,the very 

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

least,shippers must be able to. bid "eompeti:tively tor ,,,intrastate,, .. . ,. '" ., , . . .... ,",' . '. ,., ",,(,',...' ,) 

eapaci ty ~ . . . " .. . ' ' . , ,~... . , "."',' , .. ,:',-
CUstomers ,of new pipelines should. not be isolated _,from. " .. ., ',,'. , .... ' , '.'" . ....",.",,), .... "'. "'''' 

the intras.~'t;e., sys:temand ,:t:he ,utilities, ~s~o~~d,n.o:~ }:)e ,J?e~ttec;, 'te>" :;(' 
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restrict access,over the ,intrastate sys.temto· affect"the,val:ue' o,f 
new interstate,pipelines l:'e-lative to, the 'existing ,system:;; We"have' 
stated that:,·, ,'" ' "";,,,,' , 

" .•. if as we suspect, :bl:'okerinq,alone ,proves to·, "" 
be insufficient to facilitate the intrastate 
transportation 'of "gas" delivered" to California 
by new interstate pipelines,,; we would, expect 
the LOCs to construct sufficient intrastate 
capacity to match the interstate'expansions." 
(0.90-02-016 at p .. 94.) , ," 

Today we adopt a policy whereby the California utilities 
are required to interconnect with'new pipeline facilities.:" 
Allocation of' associated costs is properly thesubj'eeto,f' other 
proceedinqs and will be consid.ered in the context ::o,f 'polic£es: we ,I', 

have already established. 

IX;; ,QlitailjDentsot Nqncore' 'ServiceS:: ' 

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

. ,<, ..... 

., .. ~.~ 

A. Elimination of, Eng:':''Qse' PriOti:tie~ : 

tTnder current rules, customers with hiqhly"reliabl'e 
levels of s'ervice are 'curtailed aceorci'inq toend":use' priorities 
whieh we have set in past proceedings • End'-use ' prlorit'les ':;have 
:been set according to such criteria 'as a customQr's'a'bil'ityto' 
swi teh 'fuels. " ,"', 

,,' 

<," 

The settlement' cssential:ly'eliminates' th'({-:~xistinq;'" ; 
end-use priority system~ It 'provid'e's instead that interruptible' 
customers would be curtailed" according to level o'f p'ayn\ent~' 'Those - ... 
customers paying the 'same 'rates 'would ~e 'curtai;led"pro;'ra-ta/"tha-c 

• ' • ' • ..' • • j , "j "'" .~ , • r. ' .' . , ~~_ .I', . "" . t ~ ,w ". i,; , ", 
:LS, theut:Ll:Ltl:eswould curta:L): all such customers on"an"'equal' , 
percentage" " ,;~, ;:. 

The : settlement al~so provides that fi'meap'ac'ity, once 
assign'cd,' cannot be recalled. unc:leranyeireumstance's du'ri'ng,' the 
term of the assignment. Instead, the utilities would be requi:red 
to purcliasegas supplies 'fromh'olders 'of" interstate '~ri9hts:~ Those 
purChases -lnay be eithervol1Jntal:yor -involuntary;:" Ii: invoi'u.ntaiy 
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diversions are' neeessary, th.ey.: would;:be 'imposed on "a 'pro, rat'a ~i' :~ ," ,', 

rotating:bloek, basi~ ('rhe appropriateness 'of vOluntaryiarl"d: ~~'., _G .. ..;'::. 

involuntary diversions has, already-..been diseussedin':JSeetJ:'o'n VI).<· ,":,1;: 

esc and CCC obj eet to, the elimination "ot : the end-use \'"-, : .. <: .,' 

priority designations to·' the extent: cogenera tors' :mi9'ht':be ,:eurtailed. 
ahead of UEGs. OGS objects, to elimination ofthe·Jcnd-use.priority:-"· 
system on, the basis that state', tacilitiesare likelyto·.provide!·: .':C.": 

more important benefits' ; than.:; those of other customers. ·· .. OGS"::also~·.,· '"":' 
believes'. the eurtailmentprovisions·. of the settlement . serve nmainly:': 
to benefit l.arge UEG customers,- at the expense.of othercusto:mers ;,.:.:: 

ORA and -Ed.ison. arguEr that 'the 'changein-:eurta'ilment· .. ~;,"(" 
policy,. whereby cogenerators' would nod:onger have. pri'ority':aheadof\;';, 
UEGs, is, justified on 'the ,basis ofair:'quality benefits.wn-i:eh would') 
occur with more relia:b'le .. seX"liee to UEGs:" " " ~ :.;, I, ",. . :}'.' :.;(.'."'" ., 

" We agree wi th' the "parties 'that the' end-use distinctions 
within the ,noneore elass should be. eliminated. except ·.as. indicated -". 
below.. 'rhe:eurrent system. was 'dcreatedto protect· certa'in .. ·eustomers.(~ e during a ,period when demand.·· for capacity exceeded itsava'ilab-ility_. 
Certification of several new interstate pipeline projectS:'may',~, '.' 
result in excess capacity. The eliminationo!the'enct~use-'priority, 
system;will also assure moreefficient.,usc' of capacity .. :'It is 
therefore appropriate that noncore,customers 'receivel service, . , ,":' 
according' ~to their level of paYlllent~· MorespeoificallYr ,'., .'~;', '.':~' .. 
eurtaillnents : would ':be undertaken according. to-the percentage, of ,,,',, ', .. 
default rate ,paid.by ,the' customer, as.a·,wayto· recognize' that": " 
different customers impose' different, costs.':on the s.ys.tem.::~ Where';.,.' 
customers pay .equ;al. amounts,;: ,curtailment '~:should.':l:>e' . pro· :rata.:: .. ,~ ':." ,".::' ,:: 

We make. one .exception •.. to·,this. . change .' . In' , el:imiria.t'ing~ -.the .... : 
end.-use:priority 'system;., the. settlement would a:tsoeliminate' the:,)',:: 
provision adopted in 0.90-09-089 whereby UEGvolUltleSJ,'are' always', "-', 
curtailed ahead.-ofcogcnerator volumes ,where' 'the ,trEG·' and the 
cog'eneratorpaythe'·samerate . for those voJ:wnes. ::D.9'0-09-089 ,"'; ":: 

adopted this rule in recognition that cogenerators are to, ·be ::. < :. '.!";C:~ 
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granted ,the Hhiqhest possible" .. priority ,for. gas. service': under: ':: .' . 
PUblic Utilities Code Section,;4S4.~7':and consistent' ... with::Conunission.:'':: 
policy. ,The record does . not support .a': finding,"to~change this' .'.:" 
policy.and,we will therefore .. retain'it~ :".: ",":,",1,1.::.,;':;') 

We. note. that air quality.· regulations may·place,':simiJ:'ar or.' 
equal constraints on the use of non-gas' fuels ':by UEGs and':: ' 
cogenerators. .We thereforedecline·to,.·establish a' system:7which;" . 
grants preference to UEGs'on -the basis" that UEGs.: face air,: quality": " : 
constraints .... Moreover,. a cogenerator' s, production '., is., 1 ikely;.to.:be',; 

:more environmentally sound' than that ·of.' a UEG's gas-fired generator·' 
because coqenerators generate electricity-: as "'part' 'of: :an:.:i:ntegrated 
production-process. The appropriate _. forum,for,evaluating.relative ,:::: 
environmental benefits of resource alternatives is ·.the Biennial,: .'.', 
Resource Plan Update Proceeding (I.;89-07'-004), .. ' .' ...• : .::' ":..;, 

.·,We will. not,: as.' DGSproposes,.,:grant "special':'preferences 
to state facilities. The- record does'not.eiemonstrate">that·,they· . '.' 

provide' greater benefits to the public .. than other, facil'itie.s such' 
as pr.ivate hospitals,., fed.eral' anei' local ,government '.faci·liti'es, or',;: 
day care centers.-.' .. " , ,': ':.-, -.: ;"" 

B.. s~s' "Suvice IqtcCJllltionCRQi,t.. ',:'. , 

Uneicr the terms o,f the settlement, SoCalGas a9rees·to I' 
~ '," 

provide a " service' interruptioncreditH .payxnent,.at shareholders""'; 
expense, to any firm customer. who: suffers ,more than one intrastate" .. 
curtailment in-any ten-year ,period A' . "SoCalGas 'proposes ,to,-:Withdraw :,;::. 
this warranty if .:it seeks,' but does".not receive, 'Com.m:i:ssion :' .' ") 
authority to . build additional: capacity:.. The purpose'cf the',", ,. ,:, 

mechanism _,is, ~tO" ,assure customers that:~ firm intrastate· '., service : is; ::a, '.',: 

highly'reliablc'service.:: Edison,; states : it',needs:"'.such:; a guarantee 
because of, air quality regulations under which·i t',must ,;,operate_, . No ',' 
party oppo'ses . ,the- "credit.. .. .. ..' ',_~>:,"'::I '> :.~<:'., :" "/ .. ~'-.:':~ 

We have ,no objection. in .,principle· to.the· credit: proposed:) 
by So<:alGassince it is borne by,sharehoJ:ders.,;:We'do,',:object:,.to"the·"· 
credit's terms.,--: 
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We observe that the ,'assurance of SoCalGas ':~:sb.areho'l:ders""~I, ',;, 
appears elusive in that SocalGas may withdraW its. otfer.' at'::>any~,time:~; 
"if the CPUC refuses to authorize the construction and, 'appr.opriate ,::' 
cost recovery of facil i ties ,needed' to; maintain,' t,inn.: noncore 
transmission service.,11 Normally" such a: refusal. :by. the:', Commission" .0::> 

would follow .an assessment, for example,' that such taoili ties would;'; ".' 
not be needed or should not be paid'for by certainelasses!of 
ratepayers. Therefore, although SocalGas may of'fer the' credit, we 
expressly disapprove the practice of "conditioning an offer;, of:' 

service upon our subsequent ,regulatory action. For, this', 'reason,.' " " ' 
SoCalGas may offer the service interruption' credit. without the 
condition reJ.-atinq to Commission approvals. In that· case". it may 
apply to withc:lrawthe credit-if its facilities become,constrained. 
Otherwise" it> should· not offer the, credit. h'.,.-.. •• _ 

',' J \ ...... n 

We, also note that 'Xt1RN points. out that the purpose ~of:the'<" 
Service Interruption credit ,is to' assure that Southern. California,,' 
UEGs do not have. to invest'incostly 'alternativetuel facilities;; e That purpose, according to 'I'ORN,.,woulcl~be·,frustrated if·,UEGs:must. 
always be curtailed ahead of cogcnerators. We believe, however, 
that the utilities may fulfi~l our, directive regarding eurtailments 
of UEGs and cogenerators if they curtail all UEGs once during the 
ten-year period before curtailing. any cogenerator.,' Once' ,the UEGs 
have been curtailed one time within'. thc":lO-year period" 'f\::.rthcr. 
curtailments' must :be according'- to the--:. percentage of. default :.rate ~ 
Of course,.i! the gasutility.were. to withdraw .. its. offer of'~a .... 
Service Interruption Credit" ,the' ten-year curtailment,: per:i:od:"';would'" . 
be suspended. and prioritie~ would:be applied .. during>each ~ .,' 
curtailment. If the credit program were.to be. suspended, the ". 
ten-year period would begin anew- with the· program's reins,tatement~~, . 
In the absence of a service interruption credit" a cogenerator will .. 
be qiven priority over a UEG during each curtailment':period if the 
cogenerator_ paysthesalne or. a· hiqher'percentage of ~he:'default -

"" . '0.',. , '> •.. , 

, . " ,. ,. -""'''' ,." , 
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rate tharL tbeUEG~ As Sf> .modified,. ,SoCalGas may 'offer::the'< Service 
Interruption: creclit. "\/ " " • ".: ,. l 

c.RQkating· 8J.oek cu.rtai~s,,': • , J.' 10 ~'..: I ' r' I ' 
, ," ~ \ 

The', settlelnent provides' that 'the utilities wil'J:: rotate "'" ", 
curtaillnents, amonq firm transportation, customers.' .'. SoCalGaS:'states~'" 
that it must rotate' curtaillnents' in, order to'moet'its guarantee :""" 
that it will ·curtail finn customers only once in" ten year~', .. ~, ,., 

will 

. SocalGas does not provide', any.J,in.formation about how it .. , 
formulate the order in which: customers would, becurtail'cd 'and: -

states it miqht negotiate with large' <:ustomers in order . to "avoid,' -, 
curtailing' many small customers." ':' :' 

Rotating cu.rtailments-of firm, ,customer$' llIay promote" more «, 

efficient use .. Of the-pipeline 'systen\;'. ~ However, we: are: concerned -' " 
that such rotations might leave the door, open' ·for .. discrixninatory: " 
treatment of- customers. We, direct the, util'ities' to present a 
detailed description of how they will develop, customer1ists and ,­
how the lists will be usec:l. Tariffs shou.ld also, specity, how', 
customers would be curtailed under the>:rotatinq: block, scheme;; 

x. Access to canadi~ Gas SUppli~ 

The ,issue of aCCQSS- to Can~d.iansupplies~over: the . PGT"'-' 
pipeline is' among the most controversial in this proceeding.-·· We 

reviewed tb.ls matter in considering new::'procurexnent rules·in 
R.90-02-008·.. In 0.90-09-089· we approved' certain' provisions, ot·, ,a'" 

settlement which permit PG&E's noncore' customers to, arr~ngetor 
purchases of canadian gas supplies, troIn:'A&S producers:.:: and. to ." ," , 
rceci vc tirm service tor this 9'as over, the' PGT: 'and' PG&E· lines'.. : The " 
settlement provided that the arrangement would :be' in" e'ffect- unti-l~ 

1994." ,., 

On March 4, 1991' ORA. tiled"a.pctition, to modify" ': ;"".' 
0.90-09-089, seeking open' access over' PGT" as soon ··as capacity" '.:."-, 
:brokering programs are in place. DRA's petition alleges that no 
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legal,' barriers exist to : opening acce:s.s:' o,f",the",PG'!' ·line to 'n'oncore>',' 
customers and that the arrangement ,referenced:' in 0.90'-09'-0,89 ", ,-, ,- : i :'~' 

contravenes commission and- FE:RC policies to 'promote competition'in' " 
gas markets." ' ~. .. 

APMC, CPA, the Can",Clian ProClucQr Group CCpe.} ~ and· PG&E ", 
responded to- DRA's,petition.' PG&EOpposes the petition on'the 
grounds, that" A&S needs until 1994, to restructure its contracts:- with' ,­
Canadian supplies in the context of the new regulatory onvironment., 
PG&E also claims that regulations which damage: A&S' - contractual,,' 
ol:>ligations to- Canad.ian proclucers potentially infringe upon; PG&E:'s:, 
property rights. CPA and CPG: beliove that granting' ORA-' So, peti tion· 
would violate the PGT/A&S contract.::" 

ORA's petition to modify misconstrues our prior:deeision 
and we dismiss. it as moot .. ,}).;nyfair'readingof our decision will 
reveal that we did not em.brace1994 as ad.atecertain~, '1'0 the:',· ' 
contrary, we used that proceeding to adopt transitory procurement 
rules pending,the implementation, of capacity brokering.-e '!'he record in this proceeCling provid.es,'substantial 
evid.ence regarding the complex web under which gas supplies:,: are 
purchased and. transported. from Canl:lcia..' ': We consider the: i$sue of 

" , " '- . '. ~'\ I ., .. ' . ., 

open access over PG,!, from the' standpoint ,ot ~hcther,_ lcg-al or other 
barriers would preclude such access. 

Does PG&E have contractual 
obliqations which'preclude 
open access ove~ EGT? 

> We first consider whether PG&E .has contractual'. 
obligations' which _ preelucle, open access-. over PG'r.' >,', :J,> 

PC'!'" owns '., the pipeline which: moves. gas"' from Canacla > to " 
PG&E's service territory. ,PGT- is anaffiliateof·,PG&E anci·,is.: 
subject to' FERC jurisdiction .. cur::'ently, PG&E,purcb.ases,Canadian 

gas from PGT under, a "fim sales service" agreemcnt. -:' The sales­
agreement provides- that PGT' ,will purchase:: Canad-ian gas:::for.,PG&E·' and" .. 
transport it to california. Pursuant to a recent FERC decision;.. 
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PG&E.·has. no minimum take commitment or minimUIl'l bill:commitInent·to.· 
PG1' under the terms of the .. sales,agreement.·(~itic'·Gas .''-;'' "" ',", '~,:'.> 
Innsmission Co,." 50 FERC ~. 61,,067 (1990» .,·PG&E. -haS::lno:, obliiqationl:" 
und.er FERC-approved. tariffs to purchase gas or transportation; '.: . 
services from PG'l". ,:;'~'~:, 

PG'X purchases its gas' from··another PG&E' atfiliate,,::A&S,~\ 
und.er contract. The contract imposes 'a 50%, take-or-pay" ob,l·igatioP· .... 
on PGT, an. obligation which requires the use of ~out ,half.;of,: ' ," 

the capacity of tho PG'X' pipeline". A&S purchas(!s' 9'as ·!roxn;a " 
consortium. of Canadian gas suppliers.' 'The contracts between'.A&S> 
and its canadian suppliers are. confidential and were not~introduced", 
as part of the record. in this proceeding., .' A&S'is 'not:'rcqulatcd by.">' 

ei ther the . FERC or. the Commission. 
The record in this proceeding demonstrates'thatA&S.has 

contractual obligations to Canadian' producers' and' thatPG'X" has > 

contractual obliqations to A&S. The record provide~,·no\. evidence 
that PG&E has legal obligations to purchase' gas, from' anycanaa-ian 
producer or MS. PG&E therefore has. failed to. prove·,thc'·existence 
or terms of contractual obligations which preclude access: over PGT •. 

Do FERC rules or orders of other 
governmental agCDciespreclude 
open access ovet;PGTJ' . 

. '.n ,-

We nert consider whether .FERC. rules or orders, o~ .. other 
•• ', ... i ... 

governmental agencies preclude open access over ;PGT~., ,·,.,:n 
PGT is an open access pipeli~~ 'purSulmtto FERC'" 

decisions. PG&E currently purchases gas· from ·PG'I'":·under.· FERC­
approved tariffs. PG&E may, however, convert, its' associated" firm. 
sales rights to firm transportationriqhts pursuant.te>::FERC rules 
(18 eFR, Section 2'84.10). In order :forPG&E. to' broker capacity,,':. ,,:':: 
PGT must have a brokerincr certificate from the PERc. Given':' the: 
FERC's commitment to open access':and competition, ·we"are conv:inced .. ~,,~, 

any brokerinq . certificate ,to'PGT': would not,limitlaccess',to":onlY:·:A&S'.~':' 
producers. '., .. '-, i"f T "j.'.:: 
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CPA points out ·that the service agreexnent'between<PG&,E: 
and PGT. cannot be:·changedby Coxnxnission: .. action:pursuant.:.to :·a'·.: ;:,,' 
recent FERC decision (Pac:i tic Gas 'IGnsmission Co ~ , -,5-1' FERC':'.: " 

~ 61,362,. 62,.17$, (199"0» _ We do not intend to attempt to": 
supersede the FERe" s j urisdicti·on in this·matter.: . However ;.we 

have authority to require PG&E to ·broker capacity' ·to the extent· its. .' 
program does not conflict with .FERC rules. In addition,.:und'er FERC'::' 
rules, PG&E may convert certain' of its" rights at any time.>:,.~ 

Canad.ian producers (represented ;"by. IPAC,. APMC;.'·C'PG, and 
CPA) argue that other governmental authority' stands in' Lthe '.way.of 
open access on the PG'r line. They:point· to orders~of' '.the.~canadian 
National Energy Board (NEB) which grants export licenses to A&S. 

While these orders. find that exports ot.Canadiangas:.under the A&S 
contracts are reasonable, . they,. do n.ot demonstrate,'tll'at'~~her 
arrangements with third-party shippers would be unacceptable. To 
the contrary, the testimony of CPA'S. own witncss.s1.1ggc:stS>that most 
gas exported from canada, with NEB's'approval,.·xnoves under 
agreements which do not mirror the A&S contracts. 

Docs' tho Access AgroementPrcvont 
the commission from Requiring 
DrokeriM_over PG't px:ior . to 1994? 

As we have noted,. canadian gas-producers argue'that 
capacity brokering-ovcr the PCT line-may not now be implemented 

, ,. ' , ,. , ,'. 

given the terms of an "Access AgreementH'!ormed- alnong:,nUlllerous 
interests who are also parties, to this. _ proceeding. 'l'he, . Access , 

. • • " .'. I ~ I o,J •••• 

Agreement pro~ides that 2S0wncfld o,f, capacity will: be ~a~~ .. _}.: 
available tononcore customer~ as bundled transportati.on. s~~ices. ... 
Gas transported under the terms of the agreement must be purchased '. 

, • < '. ., ... ,.., .... '.<- ,.. '" .. 

from A&S producers until Augu~t l, ,l9,94. , .:~; '. '. "/: 
It is true that D. 90-09-:08~.makes refere~ce,.:to .:the. Acc.ess 

Agreement, a document submitted to the Commission only days before 
our decision. Given the belated hour, the agreement was not 
received into evidence, was not embraced by non-signatories, and 
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was not tes.ted in the hearing ,proees!:.Notwithstand:Lnq;:;we are 

confronted with the contention, that our referenco·: .. constrains, ': 'it " " 
not dictates, our decision ,in this proeeeding.,' In rej:ecting:th:i:s'< 
contention we do not rest ,upon the procedural defects in the :, '" 
submiss.ion 'of the Agreement. To· do '500,; . while .justitied~,would 
obscure- the fundamental faet' that 'we . did . not adopt it.· " ,Rather,. our ,," 
order embraced interim, rules ,of' an explicitly transitory. :nature '-, 
pending the establishlnentof capacity ,br:okering •. '" .. " ,",' , 

Our language in·:that decision cannot be reconciled with 
the current view that the interim provisions, would::remain in'''place 
after a eapaci ty brokering 'proqram 'was implemented _ ,"We.deolared::.·, ' .. 

, (wJe, cannot anticipate by-the reoord,',in this', ",' 
proceeding how the settlement's provisions , 
would dovetail with final brokering rul:esor 
the effects the new servioe ,levels may have on ,',' 
capacity brokerin~proCJrams. Moreover, .the 
reliability or 'r1rrn' service odoptcd today is 
unclear because noncore customers must'rely on 
the utilities' 'best efforts' to purchase 
identified gas supplies. ' A FERC-approved 
capacity brokering, program. will operate better, . 
to promote competition, and 'assure noncore.';' 
customers get the reliability they pay for. 
The new transportation services will be interim 
pending final rcsolution of capacity brokerinq;. 
however, we encourage parties to propose ways 
to integrate the interim ru!cs with a permanent 
capacity brokerinq program.' 

Any doubt ooncerning the interim nature of rules labeled"interim'" 
could not have survived the rehearing sought by Indicat'cd' ", 
Producers. That request was premised upon the 'eo'ntcntion'th'atour" 
rul'e excluded them from any direct partioipation unless" they' were' 
end-users in California. In response we'justitiea.'tllC" ex-cius~on:"6'n 
grounds' that the rules were' only interim' in nature: .. 

,I •• I,. 

. " 
'." 

1 D.90-09-089, at 45-46 (emphasis added). 
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(wJe expect that once capacity brokering 
programs areapproved,theY,will .. superscdc 
these tran::;.portation rules, whi'ch are~ , 
there£ore,. interim. in:nature~Tbese:rules: 
merely represent a transitional,phase from the. 
prior system, when Loes" procured gas for " 
certain noncorc customers," to. a time when, . 
nonco~e c~stomers mus.t proeu~e their own gas, 
supplJ.es. 

, :'., \ ..... 

",,' '. 

These decisions clearly anticipate.that c~p~city 
brokering would. supersede the settlement in 0.90-09-089 and the 
Access Agreement. .The message was,., clear" that all producers and 

'.. • _0.·"'· _-' _, ",' ' ... " 

marketers would. have an opportunity ,to participate ,in capacity 

" ,.:'<, .. ~ ': . 

broke ring programs of the cali,fo:rnia, ~OCS.. There is neither ,a 
logical nor, a moral reason to allow, .all domestic prod.ucers.and 
marketers to participate in these capacity bro),;e~ing.,p~~g~~~~ on" . 
El Paso and. Transwestern while. 1 imi ting , access, on. PGT to, only ,ASS ,'" 

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

producers." SUch a step would fail to implement a ,true",open access", " 
• , , • I,. '''-, • '.. '.. <..', .. 

nond.iscriminatory capacity brokering. program as well, as, "I' 
'" • I ,.'... • • .,1, r"f, I 

discriminate against those canadian,producers and marketers, who are 
, .. ' . '. ,'. ,.,'. '" 

not A&S suppliers. . ,., " 
There romains a procedural,point._ APMC. co~tends:thatwe . 

may not lawfully change the terms ot o~r, <:loci~ic>n,i~O.90~p9~089, ". ': ' 
absent compliance with P\l?lie Utilities, Code § 1708 .. we,,~ave two 
reactions. First, we are not. changing. D. 90-09",:,089 ~u:t"in::tead ta~e 

the step which it clearly anticipated. Second, we have b~en, 
• .' ' '" f· ,'.' J'.,,,,, 

scrupulous i,n accord.ing all. interested partiesanoppoJ:%unity to be" 
heard in this proceeding on all subj ects relating to ,PG'I.:, ... 

transportation. 
Sbould -PCT costs- be examined 
in a J,at~r phase of this proeccs;1ing1 

The settlement also proposes that PC&E file, by 
December 31, 1991, a re~rt "regarding its etforts to minimize any 

,", 

~ ;. ::., 

2 0.91-02-022 at 7 (emphasis add.ed). 
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costs that may be assoeiated w:ith.th:e recitlction of .. its 'gas 
. , "," , . " . , " .-' " .' ~ "'," ( " ..... ,'~ 

procurement function ••• "'-, The settleme'nt~ ~nticipates':' a', ,s'e,c,ond ph.ase 
of this proceeding to review thiS. report.:' , Wesce, no benefit to a 
review of matters relat-inq" to 'PGT",costs in :th:i:sproeeeain9,~~ A 

• " • ,_,' \ •• _,-4 • 1. ,,-'. 'J 

report such as that envisioned ]:)y,the settlement 'is"more~ ,',' 
appropriately considered in PG&E's next' reasonab~eness·:'review. 

The' settlexnentprovides' that if the' FERC issueSbrokeriris~'/' 
certificates~ the California LOCs wil'l' assign their exe~'ss' capaei't~/'i'; 
on El Paso and Transwestcrn' ]:)yAuqust' 1, '1992 or' such other date'as ':: 
may be found appropriate by'the commission. The s~ttl'ement""alsO:> 
provides that noncore customers may purchase Canad'ian gas supplies 
over the cxisting PGT line provided that they purchase" qas"!trom 
producers under contract with A&S' until August '1', 199'4';" but" subje"et 
to the Commission's resolution of ORA's petitiori to modify·' 
0.90-09-089 ,discusscd abovc. 'Onder the' 'settlcmont~ only 'cu'stol'ncrs 
who purchase bundled transportation service from PG&'E' xnay'~'purch.ase:' 
canadian'cjas because the settlement doe's: not provide for capacity 
brokering over PGTuntil August 1, 1994~ 

PG&E and CIG ar9Uo'that the Access Agr'eement; provi'des' a 
reasonable transition to full capacity brokerin9 over PGT. 'For'the 
reasons which we have deta'iled, wei have concl udod' that capacity 
brokering on PGT should not be delayed until 1994~ Instead;':th'e' 

. " ." ,.'.. '" 

program should be implemented as soon as the FERC takes the" 
necessary steps to certificate the interstate pipelines,~3 'There -, , 

I _... • , .~ '. 

',' ." 

" ~ ::,' ," '. 

• L I '. 1 .~ .. ~ \ , .... ' 

3 With respect to the El Paso and Transwcstcrn pipelines, such 
FERC action will be in the context of rehearing on orders which 
vacated the previously granted certificates. If the FERC 

(Footnote continues on next page) 
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is a,s,tep. which we' can take ,'today. :We'orcler:·PG&E; to·,:eonve'l:'t, ~it's 

firm sales right to firm transportation rights ov~r PG'I' as soon' as' 
possible, but in no event later than October 1, 199Z. 4 

Based upon thc':Move- discuss.ion, ,we' order PG&E to 

implement a nondiscriminatory capacity brokering scheme on the PG'I' 
system by October 1, 1992 ,or :witlUn';60 i days of' ;a: FERC"rehearing " 
order authorizing capacity brokering on thePG'I' system, wh"ichever 
is latc:r. 'It 'is our intent to b:ave'PG&E implement 'capacity 
broke ring on PGTby October 1, 1992.' '::"" ,-

with this. deadline for implementation, of· capacity' 
brokering-, we are not requi:;-ing PG&E ,to: ~resolve:by 'a. certain: dat'e 

any litigation aqainst' it, or its affiliates brought: by'Canadian', 
producers.. , 'However~ we will: not~allow, obstacles.'-withinour:control;'·, 
to complete competition and open access between'canada.'and:nortliern 
California to persist~'I'heretorerreqardless.' of,the status of any 
settlexnents. or litigation in canada-rour; decisi'on'today puts."PG&E,' :'." 
on -notice, that as. 'of October 1, 1992, or· within 60 days. :of'the, FERC, e order, on rehaarin9 authorizing capacitybrokerinq on ;PGT;,,"whichever'; 

, : '::: . ". "1. I',' . "( ,-' 

: I p , : ,_ ~ ,~. ''':' ~ .' '". "., , I ) • :' " I .: 

(Footnote continued from previous..: paqe),,' . . ,,~':.,>r;' ,; 'J:: 

re-authorizes capacity brokerlncj: fo'J? El Pa:so>anCi :'-!ran.s~~st~rn, we 
clo not anticipate any barriers to tho' California LDCs:'ilnplementinq 
capacity broke ring on those pipelines by our target date, o,f 
October 1, 1992. . . ' ., , 

In contrast to El Paso and'l'ranswestern, PG'r has, never, been 
issued a capacity brokering certificate'by the' FERC. We cannot' . 
Cletermine at this time' how s.oon a> 'FERC order, may be 'finalized:' 
certificating capacity brokerinq on the PG'r system. 

4 Today we also issue Resolution'G-296,7requ'iring PG&Eto 
provide core aggregators with, access to .. Canadian ,$,upplies, ' ' 
including supplies outside of the A&S pool. ResolutionG-2967 
mandates that PG&E immedia.tely convert some of i t~ firm,; sales 
rights to firm trans~ortation rights and purchase the core 
aggregators' identi!lcd ga~. 
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is later", ,PG&Ecan· no, longer- restrict a-ccess, to- :Cali,!or.n:ia: on-, -the' 
PGT line. ,"' .. : . -.' co,' '. ' • ~ T, " "",, -" ,; :',~:, 

,',". I., I ,"T.'· " ' 

XII. , Tr~nt-, of, PEG,$"" . 

"-~ :: . . ,-' , 

A. ~ci:ty Rcssrorations for ~' s UEG .,,'t :'. 

'I'he settlement proposes to- reserve in advance: ,400" lDlncf/d" 
of firm interstate capacity for,' PG&E's, treG'.,' That· capacity " 
reservation is about 80% of PG&E's olectric'"load, during an· average­
year. PG&E and TORN defend,thisreservation onthe:basis,that 
PG&E's UEG is a component rather thana customer of PG&E ... As" part 
ot PG&E, the UEG retains property rights over thc-, capacity: i-tho,lc1s 
on the-- pipeline system.. TURN add.s that the: provision .protects 
PG&E's' electric,customers.. ~ ",' -,',> 

, ORA believes the reservation~ is reasonable- ,in 
consideration of PG&E's UEG baseloadreqll'irements-.,'. DRA: 'suggests" 
that other shippers should, ,get_ a''"first shot" at brokered::capaeity" 
in consideration of this reservation '~or PG&E'sUEG and in','orc1er to" '.: e 
prevent PG&E's UEG from monopolizing firm capacity. 

the 
Coqencrators and interstate pipeline companies object to, 

reservation as contrary to Commission poliey ana law. 
Should PG&E be per.mitted to 
reserve capacity for its UEG" " 
on the basis that the, capacity 
belongs to PG&Et ' ,.' , " 

, " 

The settlement proposes to reserve 400-mmcf/d' for PG:&E'''s . 
UEG because the capacity, according to PG&E, belongs to it.' This 
explanation begs the question.- The gas'utilities_, -did~ not:'-:apply', to 
the Commission for approval of capacity: broxerinq,:pr6g.'rams. :The:'.,:: .. 
Commission d.ireeted them to submit proposals. 'I'fwe'aceepf 'PG'&E":s' 
arqwnents about its: property 'rights, on the interstate, ,syste:m:,., ,we 
woulc1 silnul :taneously concede, tha~ ~e 'hav~ no legal' authorlty' to -
require brokering of ~,of PG&E' SJ capaeity. ;:,' 

.. ~ .' 

,"", ," 
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The, FERC has ~ecogIli:zed ,·'that.:state' requ!latory; aqencics 
have jurisdiction to determine' howca-pacity::hel'd ,:~bY'~the',·uti:l':tt'ies:':;· . 
is allocated, to customers,,~and .:othcr ·,shi,ppers.,,' ',(IW@s"Easte)::n"': ; '.,' :: 

Corporation, : ,Docket :No.; CP8a-l:M-OIJ;4.,·~et a:l';"4'8-'FERC;':~F 61,':3,7~-';:: ... ~, 
(1989) ). ' , : ,,' ::. ':.,." "". ".'.,'. 

'tJnder California, law ;PG&E:has.'an' obliqat'ion',tO:"serve; \its~" 
customers and the Commission has an obligation to as~ure; :that·~ 
utility services are reasonable .. ·PU':Code ;;§: .. 76-1 ;'provides>cthat: 

"Whenever the commission,..' atter":a:: hearing.:;,'ii:n:<.i,:t; 
that the rules, practiees, equipment, '. 
appl~ance~, . facilities, or service of ,any" '. 
publ~c ut~l~ty, or the methods of manufacture, 
distribution, transmission, 'storag'e,or:supply' 
employed by it, are unjust, unreasonable,. ',. . 
unsafe, improper, inadequate, or insufficient;' . 
the commission shall determine and, by ,ord·eror:.':":·· 
rule, fix the rules ,practices, equipment,. .', 
appliances, :facilities, service'; or methods 'to 
be observed, furnished, constructed, enforced, 
or employed. The commission shall prescribe. 
rules for the performance of any serviee or the 
furnishing of any commodity of the 'character . ;,.,.,' 
furnished or supplied by any pUblic utility •• r" . 

. ,. '" '. . 
. Transportation of naturalqas is a. service' and :a: :method-',' ::. 

of transmission under Section 761. The COIl'lll\ission 1la's- ·founCt·,'th'at a, .. 
vertically integrated industry,. whereby a ,utility purchases.:,'I , 
transports and .. di·stributes all 'gas used in its:. service terr~tory:," 
does· not· serve the, best interests of' California~'customerS) undcr<;'~', 
existing circumstances.. The Conutission: has:also'founcl;: that 'certain' 0: 

classes;:of customers should have . an opportunity to" purchase, their: . "~~', 
ownsupplies .. =.~ We- have. also'>stated ·that. the ,.utilities.'·, exclusive .:, .. ,-,,:~. 

access., to- firm interstate ,pipeline; capacity does'not 'serve; thc'·l:>est,· .... 
interests of customers •.. Therefore,: 'pursuant .to·Seetion7·ol·, the ::>' " .-' 

COIl'lll\ission has the authority to require PG&E to change the way~i t: "; ,,;~ 
offers ,transportation service 'and'" to'; require PG&E:' to:' assign firm 
capacity rights _·to· noncore, customers. ' 
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PG&E's, rights over the 'interstate 'pipelines',are"r-iqhts 
associatedwith:PG&E'.s, status.~.as.a',c:ustomer'ot the interstate:;' 'e 

pipeline, ,.companies. Assoeiated>rates -fortransportation:':'services ,', 
are tariffed.:, PG&E. receives. serviee,'On'·.behalf"·of'its·custoxne:rs'who" 
pay the full tariffed costs of the service. We tind rneritless • 
P~E's assertion that such.pipeline transportation,sE:r'V'ice: is a 
property right." ' ' ':::," .' .. , 

, Should PG&E's OEG ,be'granted· , . . .. ;;',.. \ 
preference over cogenerators '. 
in ,tbeJ"E!sepration otcapacity? . ! .. j. 

! ••• ..' 

We have consistently" 's:tatecl our policy ot'~providlnq a 
regulatory environment .that will allow:cogeneratorsan:opportunity 
to compete on an equal tooting,withi1EGs~; , Nothirig' in' the ',record of 

, '- ~ '. , .. , . 

this proceeding, convinces us that we.should chanqethis'policy or 
that PG&E'S UEG provideslnore .important public' benefits ,than 

j • .' • ,,,,-, ,.'. '", 

cogenerators. ' . '. ., 
We reject' the, settlernent~spre'f~renc~ 'fQt:PG&E,'s' UEG over 

cogenerators as supported by the. record.:: Public ·Utilitie.s:. Code 
Section 454 .7' requires' that the:' COmlni~si:on' shafi' prov~d~:~' ~:, 
cogenerators .with the "highest possible, priority for:"the,'purchase 
of natural g.as,." consistent "with Public utilities ,Code 'Section 
277l. Section '277l 'provides thateustomers. ,providing<the ':most' 

important public benefits. shall ,'receive' highest::pnority:., We:'have'-:: ,: 
found that c0generators. prov:ide the state' with ,an; cff'icient: source"",~ 
of energy and that coqenerators should,:.' accordingly,: receive .';' , '. ,,', . 
priority equal to' or ahead of UEGeusto:mers .. ': 0-..90'-09-039:' provid.ed:; >,. 
that eogenerators would have priority; ,over· ,UEGs> where' coqenerators:', , 
rates: are" hi,(]her than or equal to UEGs.~ and that'coqene.rators. wou:td,::, 

have the same opportunities :as:. 'UEGs, to" bid for· . .various.:·levelS:: :of'·, ,.:~:: ,:. 
service. "">. ,~" .::~ .• 

By, setting. aside- 400"'lIlmcf(ci: of "capacity;:for;·PG&E"':s;.' UEG.~~'-::.·< 
the settlement would deny coqenerators; ,an. equa)::"opportunity- t~· . '" , 
compete for firm transportation service. This provision is not 
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justified by its,:-proponents:;on .. the",bas±s.'of":po'licy .. :or::.-laW' .. 
Protecting PG&E'.s' electric .customers :.does.not·require' tha.t: P~&E"s'_ 
UEc; receive a service option that is·:not'availal:>le to-,cogcneratcrs. •.. 

Should PG&E's 'OEG be-granted.' 
p~eference over all noncore 
customers in' the reservation' 
9: capacity? 

:' Several parties, including the State of' New Mexico (New 

Mexico) , Altamont Gas TransmissIon' Company (Al tamont,f,q, Kern 'P;i vu 
Gas Transmission Company (Kern' Ri vcr)', ccc, Sunrise" and"eSC,. arque 
that the reservation for PG&E's uEG~'unfa±rlY derlies transportation' 
access to noncore' customers. Theyargue'that it PG&Ebiokers'; 
interstate capacity , it must do so on a nondiscrimin'at'o:ry ·;):)as.'is ') 
pursuant 'to FERC' rules and' that' the "reservation"for:PG&E"'s' UEG is 
unduly discri1D.inatory. ' : ,. ' . 

Reserving capacity for PG&E"s TJEC' in ad.vance: of ·:offerin.g" ,;. 
it to others: who must compete' is contrary to our" stated: poi1cy-
obj ecti ves of protecting core ratepayers and.: promoting':eompet'i tive" 
gas markets. We stated' in' R. 9-0-0:2-0'08: that:· . 

N(A)n ind.ustry structure that treats UEGs solely 
as nOXlcore customers will most .. effectively .. ,,' 
achieve (Commission) goals ••• Equal treatment 
would also mean that UEGs. could not have ~ 
superior access to-capacity under our final 
capacity brokering system. . Electric 
departments of coxn))ined utilities holding 
rights to interstate capacity could not be 
assigned those rights except through the 
workings of an open capacity brokering 
mechanism. If we fail to ,ensure that all 
noncore market participants have equal access 
to capacity, we suspect that many of the 
benefits of open access transportation, and. the 
generally more open and flexi~le industry 
structure, will flow into the hands of the few 
UEGs, rather than.,.the many noncore customers. 
Some benefits, .such as greater price 
competition within' individual producing " 
regions, might not materialize at all. ~ , 
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Recognizing thatUEGs. have, an, ';,ol::>!igation, to· serve I·;<and"· " 
that' 'they face' increasingly restrictive ,air :qu'al'ity':ril'le's', .:::, ,.~ ' ... , 
R.90-0Z-00s. proposed. ,·thatUEGs could nominat'e'betwecn2s.. to ;SO-%"of 
their demand as core subscription·:eustoxners. ,,;""':.,':, ',,: 

, . .' ::.' : . ..,....... . • ~ . • ',' ", " ") (0 " ," ,1 ': , ..•• ~ 

Ultimately, D. 90-09-0,8-9 ,p,erlUt;ted .PG&E' s ~UE~,:,t~, . nominate 
up to 65% of its demand. in the high.est,levels of' serviee." In spite 
of our earlier intent to treatPG&E'sUEG as any other noncore 
customer, we adopted. this provisionasa ~reasonable,~extstep:. 
toward a ,more .. equitable ,and ·effieient c;as, supply system." , We ,also 
stated that. the effects of ,.the . O'EG~ s, participa't:ion in ,the marke,t. 
are likely ~o be reduced with changes .in ,the, environment,.. in.c;luding" 

capacity. brokering. 'j " ~ '.\ .• ,:,' 

The, settlement px:oposes, a ,:pr,og:r,am., ,whi~~ ,doe.s,· n~t; .re:.d~ce " :,: 
the potentially harmful effects of permitting ~G&E:'s;:t1EG ,t,o ~, ',,:::, .;: 
dominate access, .to transportation.· In,fac't,,.\ the. set:~lem~nt would 
increase the preference available ·to PG&E's UEG,by permitting,the 

• • .,' .. " .,. ," " .,' <. 

UEG> ,to nominate about 80:tofits:,averag~,.d~and :,in the highes,t," 
priority transportation, x:ather tha.n .. ,th~~S!t adoP'ted ,in . :::";' "', 
0.90-09-089. '." "".' .. 

~ '. • I,. L " ,', I 

The parties. who support :thls preference' :provide;,little 
justificatiori' for it except to:Sa,,;/,.that:It is "~~as~ri~bl~,.,~' PG&E 
comments that it is-able to· negotiate 'lower gas prices: :wi th the 
higher load faetorassociated with iervide':to:itsuE~,'an:~(:that the 

, " ), ,~ • ., • '., " < ., --." 

VEG's demand complements those' of, core 'gas'customers., "P~E' So UEG 
is one of the largest . gas :~stomers. :'in:the:state~,·i2.. sucl.i;, it 
should have no p~oblemnegotiat-ing,:forloW"priced·9'as·supplies. 

We observe tMt t1EGsotber ,tha:i:,' PG&E ;~,~le~ttic .: 
. .. _,< ' .• ,,' .1.,. 

department appe~r satisfied·:topartic'ipate incapacity brokering 
without preference~ 'PG&Edistinq,.,:i~~~s;.~its' ele'~trj:c, :depa.rtment 
from other UEGs by stating that it,resct'\fed:capac'ity ,on>:the 
interstate pipeline system.tomeet.its serv-ice ·obliga.tiori.;::to both 
its electric and gas customers. ' It' also argues' :that::thejFERC 

approved construction of the El Paso and PGT pipelines in 
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consicieratiQn, 'of "PG&E's gas anci electr,ic ,demand.: 'These~ifacts:" "; ,': 
however" do- not .distinguisnPGScE's'OEG,fror.l. other, ,UEGs' in:,the.-·i:.~:; :.;~ 

state. ~"': ',",:':. ~,',' ' 
.' Nothing in the ,record. o-f' this proceeding: changes-, our, ,vieW' 

that competition, in the gas. markets is ,likely to, be~ suppressed~ if, 

UEGs arc <jranted une1uc preference on the interstate system." 
B. capacity Reservation for SOG&E'sQEG ' 

Resolution G-2921 approved a "contract between, SoCalGas 

and SDG&E under which SDG&E: receives- a capacity reservation·. for,its 
electric depattment. The resolution and D.90-09-0S9,sta:t:ed that 
the contract would be reconsidered during review of· eapacity, 
brokering. 

The "settlement parties propose-that ,the. terms of· ,.the 
SDG&E contract be, retained. The recorci does. not, j·ustify this, . 
reservation.. For, reasons stated in our discussion of PG&E's OEG,. 
we believe that SDG&E's OEG .should bid, for capacity as'any ,other' 
customer. We will therefore direct, SOCalGas and. SDG&E to.',Inodify 
their, contract to delete reservations ,o-f capacity forSDG&E'·s,·:,: 
electrie ciepartment., . ,corresponding: contractual changes. "may ,al:so:' be .' 
required-, ,for. example, theaxnount of ,interstate demand·.cha·rges: 
allocated· to. SOO&E. 
c. 'QEG Election of SUpply Contracts •. '. , •. '. .1 ~. _., 

. \" 

The settlement proposes to- permit PG&E'seleC;~,;-ic~, ,,/ 
department to ,reserve specific supply contracts for its usc. 

Sunrise, Northern· California Power Agency .. and T.urlock';Irriqation 
oistrict (NCPA/TID), and· CCC oppose ,this provision. , NCPAI'l:ID, ~ 

argues that the provision. sets no- standard for such action',and.'. 
could be anti-competiti:ve., ,CCC,believes the provision' will ,put ' .. , . 

cogenerators at a dis.advantage because cogenex:~tors.wouldnot : have .. ' 
access t~ the, contracts, even as core subscription customers. 

We see n~ reason. why PG&E ',s trEG sh.ould: be ,able ,to: pick ,. , , 
and ch.oose from among PG&E's supply.contraets. The contracts were 
entered into on behalf of all of PG&E's gas customers. Their 
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reservation, by" PG&E's 'O'EG: could increase· rates 't'o:PGStE""s> gas:' ';' I: .. ::.," 

customers and' disadvantage eompeti tors 'who: produce: 'ele'otr:te:i ty /.: We:-: 
will require PG&E's UEG to purchase gas supplies under separate, ';': 
arrangements. from those made for 'the utility systemsupply' except 
where PG&E would otherwise avoid penalties. in existing eontracts. 
In such eases, PG&E sheuld allocate a' pre, rata share of"contract' 
eests to its TJEG. It should net ente'r~into new eontraets~,;asswning" 

that its. UE(; will share centract liabilities. 
D. Aecess to California SUpplies by PG&E's PEG 

CIG eomments. that the settlement places no limi ton, the ' ' 

ameunt et Califernia-produced' qas. that PG&E's electric department 
can take. It suggests the com:rnis.sion may need to place some:, 
restrictions. on the extent to. which PG&E"s. electric"department can 
use intrastate transportation tllcilitios as a meansofacqu'irinq 
locally produced gas. and· that the issue: should :be' "addressed"'during' -"' 
the implementation phase of, this proceed'inq. 

We concur with CI(; that the ,matter o-f accoss, to" ' "-: , , " 
California, ,supplies requires. further consideration and :dire'ct:;PG&E" 
to. submit a proposal for review in further 'hearings.' <While" the 
issue of access to. California supplies more'iqenerally: was not; " 
raised in this part of this proceeding, we invite -part'ies·to, 
address the issue in the implementati<m phase' of, th:is' ··proceeding. 
E. lt~:oEGs 2~SCx:yj,~O E1ec:t~ ": 

The gas procurement rules adopted in R'~'9'0-02'-008 ';require' 
the utilities to provide ad.vance' 'notice tocogenera'tors',reqardinq.·' ' 
the service, 'elections. mad.e ~y'O'EGs.':tn: utility openscas'oris.l : This', ' 
rule was ad.opted. to- permltcogenerators. to- cempeteeffectively with;' 
UEGs. We adopt a similar provision in' tod.ay' s.,rules'~·':-,'·":: 
F. :rJEG 'Nominations or !6>reSUbscription ~x:vice . 

The settlement would permit OEGs' to n'omin'ate unlim':i:tecl 
core subscriptionserviee. w(,~ d.o net believe this-is a' wise or 
necessary course at this time . Core subscription':service is. 
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intended as a premium seryice,for'customers .. who,':may.i be"unab~le'·t(f 
compete. for,.tinn, transportation, land 9'as:>suppJ;ies:~ <UEGs 'are not in 
this category. During, this transition,'period:, how:ever-,:~ we~ >:; ',' '" . 

recognize that PG&E's UEG might better. 'serve its customers::· by: " .. 
electing some core subscription service . because o:fi ts,his.toric ' 
reliance-on PG&E's gas department. 'Accorclinqly,. we,' will'permit·:, 
UEGs to elect core subscription service for,up-to SO%:,of.·their·,, 
average annual . loads in the first two years~ of the."proqram. ", 
Beginning ,in'the third year of the program'UEGsmay purchase core 
subscription for up to 25% of their loads,·through: the end of, the 
fourth year. Beginning in the- tittb:. year', UEGs may' not purchase,' 
any core subscription service assuminqthatservice ,is; still,: 
offered. Of 'course,...UEGs who opt 'for' core subscription., service' 
must justify their ,purchases" as economic inreasonal:lleness..·.reviews:~·:· 

'. ; , 

'," 

·X:C:Il:. ' .Erjcing. bt;e' Design. and .~Cos:tJt.lloeati2n ,'" 

e Tho adoption otnew sorvices:' ,and assoeiated,.'cMnge~·" in 
regulation require rate clesignadj:ustments.::, 'Because we -are ':,. ;,' 
constrained by FERC rules, interstate servicerates·may not~exceed-' 
the ratebillod' .to the utility by the- pipeline, company', ,: pursuant·· to' 
FERC tariffs. However, the FERC rules provide some''''flexibility in, ': 
the rate structure that may be usea to comply. with. this-.,"as-:billed" . 
cap. 'I'he' issue raised in this proceeding. is whether ,the utilities " 
should assign their interstate capacity using a reservation·: charge 
rate structure or purely volumetric rates. 

In addition,. we must determine rates. for ,,(1). core 
sul:>scription; (2) unbundled, firm.~ intrastate transportation;~ 
(3) ·interruptible intrastate transportation and; (,4') UEG' and 
cogenerator. services. As part of rate design. for: these', services, ", 

,,' 
, .' 

we must also cons,ider' allocation· ot "transi tion 'CO$t~. II .. . " ,,:,,' "," . " . 
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A~ Rate Design (oX' ·Fi.n! Intet:S:tate 'capacity " .... ' , 

The settlement ,proposes 'that the-commission: ad'optJ.'either· 
an all-volumetric rate for firm interstate services.·ora:two,..;part 
rate with, a reservation cha:rge~' The: utilities· areeoncerned\'th'at;· 
the current FERC rules forthc volumctrierate may 'lead 'to: 
underrecovery of the utilities' ,costs., . This could o'ccur: because· 
the volumetric rate must be based on the load' . factoro,fthe! 
interstate .pipolino,. not onthc utility's own ,load··tactor':tor 'the' .. 
customer class. ORA points out that itthep,ipeline's .. sys.tem: ·J:oad' 
factor ,,-'ere higher than a qas.utiJ:ity"s,. the utility wouJ:d)·not" J' 

recover theas-:billed demand' charges 'from. that' customer. . 'SoCalGas.' 
states it has requested a waiver' of this 'provision at FERC/~ but· .... ' 
recomIllends using a two-part rate to assure" revenue recovery •. :CIG-' 
proposes that customers have a choice :between a.volumetric:rate.and" 
a two-part rate structure. 

We agree with ORA 'and SOCalGas, that the two-part:' :rate 
will better reflect the allocation of capacity between noncore 
customers and will avoid di$put~$ over' load factors:o":>Wo "d,ircct the e 
utilities to.,develop tariffs with two-part ratestructures'and" 
which include reservation charges;.. AsCIG proposes~: 'the.: : .. '\'1: ,.:: ... !.,:,! 

reservation charg~ $hould. not 'exe~ccl' tho' as-billCld 'intc:r:~tate' . 
pipeline, demand charges. We'also aqree with CIGthat reservation>: .. 
charges should be. waived. in'cases where service is inte:r:rupted~to 
serve. higher priority customers.. In: those cases, the reservation·, , 
charge should be borne by-' higher. priority. customers.' " . ',' ::., 
B. Core SUbscription Bates, 

Core subscription' rates:- are, currently .. set, equal' to the 
utility'S highes.t noncore transportation ratepl'us the' core ~',< ":>'':::,., 

weighted. average cost of gas. (WACOG);.,' Core subscription:":eustomersi'" 
must, make:atwo-year: commitment to 'the service and' 'agree; to,:~'a;',7'5':' ,"',~:,,,:: 
percent take-or-pay' reqg.irement~ The' rate includes: a"Drokerage '.,J,', 'i'",; 

fee. 
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Inorder',to provide appropri'ate'pr:i:ce' :s:ignaJ.:sto· noncore::' 
customers," core subscription rates shoul'd:continue t~ ;retlect,'the" ' 
level of reliability the service provides... The·intras.tateport.ion ," 
of core subscription rat~ should ,be equal to thefirm.·iritrastat'e· 
transportation, rate bocausopriorityund~r th~ two' SQrvicOG aro tho 
same. Similarly, core subscription· service should;. include:a,"rate' : , '" 
element equal to the "as-billed" interstate rate.. Finally,.. core 
subscription customers should continue to· pay a procurement rate " 
equal to the core WACOG plus a· brokerage fee.. We will also-: retain 
the two-year conuni tment , 7'5 percent take-or-pay requirement·, 'and,' 
othor conditions of service adopted in 0.90-09-089'.. We'address 
transition cost liability for core subscription below. 
c. unbundled, Intrastate Tran~a.ti2D-.Rate~ 

Under the terms of the settlement, both interruptible 'and'·· 
firm intrastate transportation would be- priced at the' .same: 'carit't'od 
"default" rate. Interruptible services could be discounted. The 
rates would be based on the costs allocated to noncore'.' 
transportation service plus "transition costs": (diaeussod.'" 
separately in Section XIIIE.) .Fint service would include" a7S%:' 
use-or-pay provision. Nouse-or-pay requirement would app.ly to·' the 
interruptible service. Interstate demand' charges' would 'no· longer 
be included as part of intrastate transportation, rates .. : 

Intrastate services proposed'bythesettlement are· not 
priced according to the value customersplaceon'them., IAstead, 

the proposed. intrastato service rates; would be limited to eosts·~·' 
just as the FERC's "as-billed" cap. We have consistently stated , 
our preference', ·fora market-based' pric·ingsystem.· ' .. Contrary to the· 
arguxnents ot' some parties, market-based.prieing is the mos.t 
efficient way of allocatinq,a scarce·resource. Itwould'notpermit 
the utilities to "profiteer" from. ownership of that resource as 
lon9 a.s hi9h utility ra.tes otreturn ·ar~ unatfectCl!d .. :,~ . 

Some of the same parties,who'arguethat,value-based 
pricing for noncore customers would be "unfair" propose that core 
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customers pay tor underreeoveryo·t,-noncore· costs :~whi:eh'resul t from 
stranded eapacity ordiscounts,.'on intrastate trans.portation,,·"In so 
dOing, ·they,propose- Value-:based.pricing for captive core customers" 
while, adxnonishing against suchlpricingfor' noncorc· ,customers:. " 

CIC states that the· existing 1.2' cent per thermo ;,,",i, 
differential between firm and interrupti.bleservices '.should' be 
eliminated because 0.90-09-08:9 considered ,it a "transitionH: 
mechanism. As CIG states,. the nUlnber was temporary .. ' The concept" 
however, was to set prices based. on' the value o·f service .. '·While we 
continue to' prefer setting rates. :based· on the value of· service, '. the 
existing price ciifferentialisprobably ,unrealistic,. The: 'service' 
levels adopted in D.90-09-089' bundle interstate and intrastate 
services. The 1.2 cent. rate' differential' is 'more· J;,ikely to-: reflect . 
the value of'constrained interstate service than intrastate 
service-. For intrastate ,service, customers,are, unlikely :to: place"· , 
such a premium on. fir:m.; transportation. because intrastate service is 
currently ad.equate., 

The, record in this proceeding-does. not support:· a": . 
market-baseci:" pricing scheme.'" Moreover" the evicience, suggests. that' 
the introduction of market-based pricinq,ontheintrastatesystern 
may be ad.."ninistratively· difficult because of the,:many' linesand~: 
receipt points •. We will consider valu'e-based pricing if and:'when 
intrastate capacity. becomes constrained.,' . , 

",,'Y I 

In the meantime', our main, concern is. that: noncore''', . 
transportation costs are not borne by core customers:" .; The ,rate' 
structure proposed,~y the settlement 'guarantees' that'a::revenue' 
shortfall will. occur, because'the 'intrastate'transportation'rate"cap:.' ' .. 
is set at cost and the rate may'be discounted below costs:." We, 
adopt the settlement's rate. design, proposal" for·· :intrastate', 
transportation. with the condition, that' revenues. which"arc' not, 
reeovered from individual noncore customers be borne:by'thenoncore' 
class only. We will continue tQ take into account the effects of 

., .. ,'\' " ',' ' ..... , .' ~. ." 
'''' " ... 
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discounting, through, tbe; use ~of,:the ,.Discount Adj.ustment ·Mecharii'szrf in::: 
utility ,cost allocation proceeciin9s •. ,.·i~ ,-;., '.: < ,',,: ,.,', .. : . ",,' " 
o. VEG_and~ogenerator.....Rates .: ;": :; .. , ." ,'.' .:,," ."" '.' ;. " .... , 

. Under, current praetice·, .. UEG .and,·coqeneration·customers 
arc treated as separate classes. for dete=m:ining . cost·, . ., . 

responsibility. Costs are allocated· to': .. cach· class:according ·tothe:·' 
costs they impose on the, system. ", After .costs . are allocated:, the 
UEG and cogeneration customers' I transportation rates.:·are· ad.jus.tec:i.·: 
to achieve parity in. accordance with. Public utilities. Code $ection' 
454.4. This lowers the average cogeneration customers' rate· and' 
increases the average trEG customers' rate on a forecast basis •. The·: 

settlement proposes to retain this" ratemaking mcthodoJ:ogy_' 
CCC proposes that cogenerators pay no more: than ,the' 

aver.age rate paid by the trEG,.,weighted·accordinqtoamount of' 
transpoxtation the UEG uses in each. service.' CCC-'also :asks"the' , 
commission· to require that the' 'utilities offer to cogenerators:'any 
discounts offered to UEGs for' interruptible service - .' ., 

oes objects to settlement provisions which. ·woulc.i . base . . ',' 

rates on costs, while affording trEG customers a'higher pri'ority. 

'i.' 

DGS proposes that all firm service· customers· pay ,a,'J.:eveJ.:ized rate.:. , ,; 

regardless of the cost of service. Edison opposes this change,:· 
arguing' that customer ·rates should reflect. ,cost·o·f:.service~ 

As we. stated above-,.' we· arc-'.,stil-l-:-:not convincec.i .that: we" 
should abandon val ue-of-service pricing ..... : .... At ' this ~ 'time, however; .... 
cost-based pricing is equitable. 'I'his·:.:deeision.· provides:'that 
cogeneration customers continue to-be curtailedafter)UEG·loads. 
With' this·rule,,":the- settlement .. 'spricinq'provisions:for ·UEGs..:·and ,' .. :, 
eoqenerators:·ar.e ·reasonab-le-~" ,.. ..... ... , • .". ..... j ..... 

E.. Treatment of Stranded Costs ... ,,:< 

,.;. The' settlement.' ~ntieipates,.that. capaeity,::l:>rokering::.wil.l"· :":, 
result in costs which cannot be recovered. Such costs would. ',,,' 
include thoseassociateci.;·w:ith".PI'XCOlPOPCO'. contracts' and:: with 
surplus interstate capacity .that) the ·utility:.is, unable::·to~brokerat~·: 
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the full.; as-billed -rate. 'I'rans.ition~.~costs' such;as.',these: wh~ich' ,the;', :. 
Commission finds to be reasonably ,incurred! wou'ld: ·:be,l:recoverea ',':. ,.: :: 
through an "Interstate Transition Cost Surcharge'";''' (ITCS))~..' 0:", ' .. :':.':. .'., 

Under the settlement, . for ,stranded costs. associated with 
capacity reserved for thel:lundled ' service'" the,revenuerequi,rement\: ' 
would be recovered from all customers. on an equal cents; ,per ':th'erm:' " 
basis in SocalGas' territory-. , The settlement provides. that: for: .' 
PGScE,· these costs would be allocated" to customers: 'of:thebundled 
service up to'a 10 percent,increase.'·Higher level increases' would 
be recovered. from all retail: customers. on.' an equal" cents per' therm 
basis. .', • \ I I • / .~ ~ 

'., ". 

The settlement also, addresses; h.igherintersta.te rates', . , 
which could occur it a pipeline~is.unable .to: resel"lr "at :the full 
as-billed rate,. capacity relinquished,·by. :the utilities.:: I·f·:finn .... 
transportation rates increase 'in such circUl'l\S.tances,:· the'SClttlcment~ 
proposes a "Service comparacility Surcharge';""'. CUsto:mers:o;f:, 
interruptible interstate serv.ice would: be: charged-:th.e"difference 
between the previous as-billed,rate'al'lc:t the new ,as-bil:led 'rate as 
part of· their intrastate service.:.. The revenues., from· .. thi's.:meehanism~: 
would. be distributed to all utility,.customers. with firm.: interstate',·" 
service.' . ,,) ,"1;-1,'0' ",: . ./": .. ,,._._,4. 

The settlement 'does not set' forth.specif-ie"·aJ:loeation' ofY " 

other stranded costs, recommending . instead· :that the' Commission 
address 'these issues'in. a: subsequent proceeding. 

Lawfulness of,~the ,,'X7.'CS " 

,~ • , :' I."~, , 

... 
. -

New Mexico and Texaco argue tha.tthe ITCSJviolates:the': ,. 
as-billed cap because a surcharqewould;,be,added-' to·';:customer·:·bills'.· ", 
in order to recover revenues which fall short :of; ·the~s-bi·ll·ed'cap:~/~ ':~: 
The surcharge would be added to billso:f'a"ll'noncore eustomers.,.~":' "'­
including those':-payinq the as-bil:led rates:,'for' interstate "finn 
service. ",",j • -" '. ,~ 

We disagree with New' Mexieo;'and' Texaco~·< Nothing "in the, 
FERC rules precludes a state. regulated, gas util'l ty froln<recoverinq::··' 
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its'lawtul revenue roquircxnent.' Payxnents.'to'p:l.pcl-inc·companics arc 
part of the gas utilities' revenue',requ:irement,· andtheyr'may >\;i .. ; -,';', 

therefore be-recovered in rates..We','agree' that: the,utilit:i:es'xnay' ",C';: 

not chargc more than the as-):)illod eap' torinters:tate s()rviees. 
The settlement provides,. however, that the ITCS, would'be"l'eviedon:: . 
all members of designated customer classes' of intrastate services, ':C, 

not individual customers who ,purchaso tirm'int(!:r~tate S:Qrvice'~" ',.' ".' 
'l'reatment ot stranded Costs '; ,:c', ';', ' );' 

.Associated wi.'tb-core S!1bseription , ". 
" ... '\_ I' 

Reserving interstate capacity for core SUbscription 
service imposes. a risk that' the' capacity will eventually'):)e ,: ' 
unneeded for core subscription customers. In thatcase,,·,the';, 
utilities would attempt to broker -the capacity.: It the utilities "',:: 
could not broker such capacity at the as-billed rate, however, a", 
revenue, shortfall" would occur.,"" '.:.'~ 

The, settlement' proposes. that: such- ,stranCled.::'cos.tsl ):)e'"'' 
allocated" to ,all customers '(::!or 'PG&E ,;.after" increases", to·bundl:ed'j 
customers exceed 10,· percent) .• 
way· of, ,the ITCS., ' 

The alJ:ocation 'woul:d<bc, ):)illed),by~::'" 
" ·.l ' '. -'" '" ": i;'J .'; .• ~·i ':' '~' ,.' 

SoCalGas ,argues "that, the 'al,location to customers; other ~ 
than those of the bundled· ,service 'should bear "the' higher costs>,in 
orde:z:: to avoid a," death spiral H 'whereby. bundled' rates.. ,increa.se: and ,", ' ~: 
encourage: customers to leave .the service., SoCalGas.;beJ:;.ieves.this.'·~ ". i' 

result would" -unde:r:mine, the ser-v-iee~ 'which is· conceived ·~aS:I' a ~w.ay -of' ,'"'' ":1 

protecting small customers from more' powerful ,'suppliers. ,,'j,~,: ;,', 
CIG.' believes core customers ,.receive some'benetit~'from the 

bundled service ,l:>ecausecapacity,will-,be available', for; 'core:: ',' ,:: "'':').:', 
customer. growth. ',~' .. " .. 

~ I • .:'.,. " •••• ~ , ,.' I. . ' ..... f' -.. , " ., ,-.;,. " ';" ;'" :.,J . .'~ I;:' 

We decline- to, adopt the bundled service: "proposect: by:, 'the,; .,: 

settlement, but retain core subscription. The cost allocation.:: ' ,~ I'~'": 

principles applied by the settlement to the bunclled service apply 
also to the adopted. core subscription service. 
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, We are . coxnmi tted. . to' moving toward·, capaci ty· broker ing',,· and·' . 
increased competition tor noncore eus.tomers' in" a way:'that affects' .. ·· 
core customer rates the least. ·Core customers shoul:d">not"bear', the' ~,' 
costs and risks ot every potential shorttall ot :'the program.' <Where"': 
core customers may benefit from-a program. change;. it isreasonabl'e 
for the core to assume some lia:bility.:·· In' this ,casG,it:'is ;not:·· 
clear that captive ratepayers should. share costs associated ,with 
noncore customer services or under. ·the: "rules., we adopt,: today whether 
unused capacity allocated to core: SU:bscription serVices 'w~uld be 
the most economic capaeity to aceommodatecore·qrowth ... · 'Moreover, 
core customers are giving up access to ·Canadian,suppl·ies,<which 
will reduce .the. eosts of gas, service ,to • noncore'· customers ""and .... ... 
possibly increase costs to core customers at least ,in, the;'·near .,.' 
term. .' ....... , •• J ~. 

If core su:bscription rates increase' because ··o:f'·'·:·ecsts ,:'; .'. 
associated with that service,. some ·core·subscription ~'customers may 
consider that they are better off selec.ting: other service (:opt::Lons~,· 
as SOCalGas predicts. Thiseustomerbehavior<is! con'sistent' wi'th: .. e 
our view that customers pay for the services they recoivei 'and: bear', 
the risk'associated. with thoseserviees., . Core' sUbscription': service 
is a premium service. We do, not intend ·,to- keep core . subscript'ion f: ." 

ratosartificially low in order· to encouraqe customersto.'useit~ 
Therefore,.. costs associated with strancled' capacity· reservea) tor" , 
core su:bscription should.' be allocated to' noncore customers.: .,' v'·. 

(including core subscription customers,}'.: . 
The record in this.' proceeding, is not aaequate. to: ',: 

cletermine the extent to which core customers.·shoul:dbear the'costs­
of unrecovered costs associated with core su:bscription. service',."" 'We:'·' 
will revisit this issue in· the implementation. phase ot .. this· f 

proceeding." . .', ...•... ,.. .:' : .. ~ 
" '" ~ 

" . 
, ," ,:.. , .~ , '.r--:., ' 
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. Treatment· of . Stranc1ed'Costs " ': 
Associated with Fir.m 

'. In3Cnstate Capae.i1:y "', 

, I' \ ... ' 
'. '.~ 

, , . The u1:ili ties ~ay be ,unab,le to recover: the~r :,;revenue ,. 
requirement to the extent that the, utilities are. unable .to"·broker· 

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

firm interstate capacity at the .. full. as-billed..rate ..... 'I'he., 
• ", ,+ ," ".,' .,- • \,'. ,. ,-, '. 

settlement proposes that these costs ,be recovered..:throug,h,the,:.ITCS: . .. ,'- ... ,,,',. , , 

l:>ut that. the .. ~~loc~tion of th~.se, .~ost~. between ,cus't;ome~\:~lasses. be ~ 

d.etermined. .. at, ~ later date. .' '.' . ', : .. ,: ' .. " .~:...\ :',;' : .. : G:: . : 
. ,TURN, argues that.a; sl.l~re: of,.tl?-e .. ,costs:as:soc;ia:l;ed',:w'ith."i 

strand.ed. . interstate .. capacity (for customers. of. unbundled. service) 
. ..• . ., ,_ • • • '" ~" ""- ._ I. • , I",. ,~ 

should. be })orne by .. util i ty . shareholders A. It also ,argues. that '.the . 
• _'J " - .- ,. ,. ," ....... '. ..', , " 

core in general should not l:>ear the.costs ,associated with market 
~ . ' " . " , . . , 

decisions made by. noncore customers _. ". ' .. 
, '.'. ." • •• .,.i 

'0,,' 

We agree. with 'l'ORN that,.shareholders.should.·assume:;some .. 
" " " . - .... . "' 

risk for unmarketable firm capacity rcservations..Alloeating.,some .. : 
risk to shareholders will assure that utility managers retain. " only, .. e the capacity, theyl:>elieve ,is:r~quired:.t.o· se~e c~re'and :.e~re ".:._ , 
subscription customers. CIGargucsthat we should not.address: this 

, , ' " ;, , ' • ..~' <' • , • 

issue now but address it as.,such cost.~occur,- ... Retroactive: review,. 
however, is unlikely to. provide .. a pr~.cli.ctal?le incenti"e for the 
utilities ~o release unnecaedcapacity..., '.' ' ... "\ . 

As stated above,.weareuncomfortable allocating costs 
associated with non core service .. to. core customers.·J:n .the.. past·, we ' , ',. " .,' . , .' . ,"", " '; .' " . . 

have allocated to. core and. noncore, customers a share of. ·~transition . .. , .'" , .' ',' ,. ..... , 

costs" which resultfroxn maj or program or industry changes.._, . We.. . .... , 
, '. .,'. ,"' ' .E.", ., . '.' , '. I ". • 

have done so on the basis that the. utilities had made .. certain. . .. . . '.; - ~,. ~.,',.. (.. \ . 

commitments which were .intended tobenef.it both core, and. noncore\", .. \ 
r ' '.', e"' ' ,.' ".' , •• ,-.".'. • ;. ,,_OJ •• -

customers •.. In ,the case ,of interstate capacity, .howaver, we,·are"., :; '. 
I _. ... • " , • .r, - • • "," ~,'.'." ~;" .'., ~ , ~.' 

adopting. capacity .. reservations for core, customers, which are '. " ." 
,. ". " ,_ . ,.' ........... , ........ , ,,' •• .".. I , 

consistent with historic use duringpeakperiod.s,. ". If core..clexnand 
c ~ , • • '.. .., ", ___ ... • ,~ ,oJ, I,' t ~ I. .' 

exceeds those reservations, core customers .-will .pay, a... premium. for··· 
~ • h) ,.,' ' •• ' • '" " c ,I, , , . " .' 

cliverted gas owned by noncore customers. Remaining capacity has 
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been historically reserved for thEb"noneoreelasses";."'::,More'over , it 
c_, .... ., ' ... .: .. "" '''.'~I.'''~ "~"r'\-'''''~\ 

is unclear whether core customers wilrdi~ectly be'n'ef:.i:t:~:trom 
.j ".', .., I' , ..... 

capacity brokering programs, although 'their risks are iikely to be 
. " -' ,",~ 

increased 'With"pro rata access tO"pipeline 'systems' and somewhat, 
limited'access to finn capacity'overall. 

We do not share 'utility concerns that the costs':;;f': ' 
stranded investment will promote' uneconomic bypass 'of the ,:: 
intrastate system.. We authorized:Iscounting of interl:"Uptible' rates:; 
which should discourage uneconoxnic bypass. "We also'"direct'the 
development of an inceritivefor the"utilities toreiease~nneeded 
interstate capacity which should'heip to :keep' stranded costsdo...m~" 
Finally, we believe the value of the 'utilities' 'intrastate cap~city 
will increase as new interstate facilities come on line.' ,"'" , 

In sum, we do not know 'whether' core' customers-ishould bear" 
the cOsts imposed on the uti'lity sys'Cem by stranded'int'er~tate 
pipeline costs. We will address this matter further l:n the 
implementation portion of this proceeding_ We will alsodrrect the 
util i ties and ORA to' propose ~ an ineenti ve' mechanism 'a.nd cost'" 
allocation proposals for review ata· later date' in this proeeed.in(i~' 

service 'COmparability ·sur~arge ' 
The purpose of the SCS' is' torecoverp;i;pe1i.ne' 'd~mand ' 

charges which may occur under 'certain 'spe'ci!ic cond'itions~' These' 
conditions require that capacity be 'relinquished by : the utility- to' 
the pipeline wh.ich the pipeline is not able to: resel'latthe~fui':L',' 
as-b-i'lled rate. Then, if the relin'quish'edCapacityi'su~e4'to 
provide interruptible service of substantially 'the' s~me' r~l-£~biilty::' 
as that provided to firm customers and "the !:i.rn pipelfn~ 'demahd.-, 
charges are' subsequently inereasedas 'a 'result, 'thedi':ft-erence' 
:between the interrUptible rate' and th.e 'h:i.gher p:ipeline : rates' :woU:li-c

:'; 

be billed to interrUPtible' customers'. Assoc'iated' rev~nues,':would'b~;<' 
redistributed among the utility's customers and' market'~:rs' who" : ,> 
purchase firm 'interstate 'capacity; «' ,,,',,","'" ,,,,' ';;',';' 

'''''' " '0' " !'.' 
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The settlement ,;parties., state "thi;s.",meclianism',is unlikely 
to be neec1ec1~ ";SoCalGas ~onunents tha:t:it':i.'s,<a, .. ,iai;.,;a~l'to prevent 
shifting of costs away from' interrupt.ibi~" eust~m~~~'and onto finn 
customers. Texaco :~'and New Mexico 'opp,ose'the ,scs~: ',~ ',,, 

While we agree with the settlement parties that the 
ColMtission is within its jurisdiction 'to. adopt ahITCS:; we cannot 
say the same for theScs.'OnliketheITcS,the s'es,is. ',not requirec:l 
to allow the utility to re'eove'r its :revenue" requirement'. 'Unlike 
the ITCS, the scs. explicitly shifts, cost responsibility from one 
qroup of interstate customers~to another, qroup. o,f, 'intetstate 
customers. The SCS would require customers 'ot interruptible 
interstate transportation to pay more: for 'interruptible: service 
than the as-billec:l rate, in "Violation of ~C' 7:ules:', , 

'. . ~ 

We agree with the settlement,parties that ,interruptible 
transportation customers who receive re:tiable serVice should not 

, ' 

be, in effect, subsidized by firm transportation customers. Should 
the circumstance arise, we, do nO,tbelieve, the FERC rule~ p'~rmit us 
to adopt the ,SCS. 

XIV. cri tcria for Evaluating Bids '" , 
tor Interstate capacity 

The settlement provic:les excmplarYbiddingcritei:i.a for 
. j J ' ... ' ., ." 4' ,,'I. 

SoCalGas. PG&E proposed separate guidelines during, the course of 
, , 

the hearings. I .. 

PG&E proposes the:'followinq:: . " 
•. ,Achoieeof. mediu:m-term"or.,long-term ,'.~ : _" <.,,;'," 

commitments. ", .... • •• : ... ~. "_: .. T. , 

Medi um.-term· commi t:ments . are" for. two, years.): .' ": ':":: 
Long-tcrmcom:mi1:1nents maybe. as shor:t. as ,two, .. 
years' and as long as the remaining 'term 'of' ,.",' 
PG&E's ,underlyinq serviceagree:ments .wi tho, ,':, 
pipelines. 

• 'A ,weighting . system- ,for, bid parameters. which,;,} ::::< 
gives primary weight to price expressed as a 
percentage of the as-billed rate. Minimum 

- S6 .- -:.: " 

,'-< ., ~ 
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aeeeptabl.e 'bids would, be'70t, of 'the ' .. -;'" 
as-billed rate. " Other ~riteria include.,term, 
length; 'credi tworthi'ness; , 'and' ., on 'the PGT . ' 
systeJ'l'l,' the bidder"s' will'ingness tOo"allow'Y ' 

PG&E to reaquirc all "or, Par:'t. of ,thecapaci:ty 
after the year 2000'. " ., ,.' 

_., 'I'. ' '. 

• An earnest money deposit in "the amount .of 
, $2.00 per nuncf of total capacity bid'; 

forfeited if the bidder: retuses capacity', 
awarded in conformance witn the bid • 

. 1'hc settlement proposes the 'following, rules forSoCaJ.Gas: 
• A choice of'medium-term.or,~ong-term' 

, commitments. 

Medium-term commitments are about three 
years (assuming that capacitybrokeringis ' 
implementea in late '1992) •. Long-term 
commitments are no less.:thantiveyears·and 
no longer than the term of SoCalGas' 
service agreement with the' interstate' 
pipeline.'" 

• A weighting system which treats p'rice and" 

1 ,", 

'::: " 

term length equally. The minimum bid is:'70%,',' ", 
of the as-billed rate. 

Other' terms . .in61~de 'the·~i9h.:t t~ ':rea'~~ire 
capacity bcqinningin 1996. 

• An earnest money deposit, in the amount.of 
$2.00 per X!\lncf of total capacity bid,' '., 
forfeited it the bidder refuses capacity' ,,';; 
awarded in conformance with the bid. 

We find the bidding proposals: of·the'utilities'acceptable 
with one exception. As we s.tated previously,' the' utilities should 
offer shorter term brokering. For PG&E, cus'tomei:~'sho~ld have the 
option to purchase firm eapacitytor one' 'Year as well;·.as two years. 
For SoCalGas,' :c:ustomers shou~d have th:e~ption .to 'purCh~ase firm 
capacity for one to two years, as well as 'thelonge'r"'ter:ns proposed 
:by the settlement. These shorter term arrangements' w.:i:'li encourage 
more customers to- bid for 'capacity :duringthe ,earlY,x~:~rs o'of the 

j '. J J J.J _,~ •. 
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program~ Each utility shall' make.' one-third, 'ot its 'availabxe"''':':;' ' 
capacity- available for these: shorter"'ternf'periods':' ,,';' :'" -'---

We expect the d.etails of these proposals";to,',be"speci'!led' , 
more 'precisely in 'a later phase ot,this proceec1ingand--7should be 
consistent with current practices:as set forth·'in' Rul'c,'6,. - -':',',' , ,c. 

'\' ' 

The settlement reserves- about '50 mmcf/d :for the core':: -. 
loads of PG&E's wholesale customers.l,Southwest Gas being the 

• ~. _. .' •• , • .,.',.. ' .. • • I .... ..',,' l' +" .~ .... ' I ! ',;' \' 

largest among., them. For -S'ocalGas; ') it',' reserves. "c~~a6i ty "for SDG&E' s 
gas operations consistent with an e:risting'~contract"between SOG&E 
and SoCalGas. About 150 mmcf/d of this is required. for core 
customers sUbj ectto review by the Commission. ' The' remaining is 
for SOG&E"s -UEG (which has alread.y been discussed':in 'SeetionXII .B) 
and industrial customers. SDGScE-states its intention'te>'surveyits 
noncore customers to determine whether it 'requires the ,total amount, 
otreserved capacity and will relinquish'to"SoCalGas capac:ttytor J 

whiCh it perceives no demand. The settlement also reserves'-r5-' 
mmct/d ot SoCalGas' capacity tor Long'Boach.' The settlement" 
provides that SDG&E and Long Beach may:-purchasegas trom'SOCa:1Gas : , ' 
but may not purchase bundled service. 

New Mexico objects 'to reservations ot:capacity:'for 
noncore load:sot wholesale customers. ,New 'Mexico',contends that" 
such reservations are discriminatory and thereby-violate' FERC -
rules. ,- Since 'we have found that 'tirm'---capacity-'carinot '-be :reservect 
fornoncore customers of LDCs, we'- see no- -reason why ,firm capacity, " 
should be reserved' for noncore'customers~ot wholesaleeustomers ... 
These noncore customers have the opportunity to sign up- for 
brokered capacity or for the core subscription option. If the 
result of our action is that all of the noncore load of wholesale 
customers ends up as core subscription, we can revisit this"-issue' 
in the future ,(e..,g_,at the':endo-f the c~re·.~~~~rip~:i:o~,-::·::· _"," : ',C_. 
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co:mmitxnent). However, based upon.the present record: .. there is"no·.:'; 
justification for reservinq;~fim· capacity. for the noncore"/load: of: .. ;:.,' 
wholesale customers. . .... : ", 

On the .. other hand, neither the. ipartie~ nor.: we _ ques-tion' I,q~:.:,.:. 
reserving fim capacity _ for 'the core load of who-lesale .. 'customers.·' 
The core has always enjoyed fim service and the hiqhest priority 
service. For this. reason,_it··is.not undulY'discrim'±natory to 
r~sorvo firm capacity rightG for th~ cor~ lo~d ot wholosale 
customers, or, for that. matter, for core ag9regators.~ 5 '. ' 

XVI. '. Treatment of P~eifie Interstate Tr~ission 
Company and Paci~ic'O~~shore Pipeline' Company 
(PlTOQLEOECQ) Costs 

currently, SOCalGas has long-term gas supply contracts: , .. ' 
with two affiliates,. PITCO _ and POPCo. : PITCO gas comes' fro:m:·" Canada .•. 
POPCO .purchases· offshore gas from Exxon .• , These contracts·,~which 
were signed. d.uringthc 19705, conunit,.SoCalGa5 to gas·supplies,.which 
arc priced. well above'market. prices. DRA estimates PI'I'CO .. gas, costs 
SoCalGas' ratepayers $73 xnillionmore d.uring 1990 than, other .. : 
Canadian supplies.. In 1989" SoCalGas. paid POPCO $5- •. 40 .pet: MMBtu: '_. 
with substantial increases expected-d.uring .,thelifo of the:; , . '" ' 
contract. 

The- settlement proposes that',SoCalGas file a report with 
tho commission byOecember .. 3l, 1991,·which will doscribe··pa~t and 
anticipated cost re-d.uctions associated with the PITCO/POPCO". 
proj-ects.. ,Ina subsequent proceeding "the costs' of PITCO/:POPCO .. :..-' 
would bo compared aqainst other .suppliosand. ,alloeatod''.Qquitably.H 
Costs allocatea.to the noncore would be' billed,through.the ITCS.-,::: 

. ,." 

' .. '. 
'I,,,, ..... 

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

5 Reservations of capacity for core ~99:r:e9ato;-s ,_ and th~, core _ .. :­
loads of wholosale 'customers' should'- be' lncluclcd l.n"amourits-·reservcd-· 
for the core. 
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TURN states excess '.PITCO,/POPCO 'costs: mus.t::be·,·iden.t·ifiod 
and allocated :before un:bund.linq'rates~in;ord.er·to protect· core' 
ratepayers. It recommends that issues related to the SoCalGas 
report required bY-the sottloment :bo·:conoid.orod,:· sop'ar~tely from 

" • , I • 

allocation issues cecause capacity crokering is likely to be 
implemented before ther~asonableness issues can :be resolved. 

Long Beach argues that customers.should. not have,to. pay 
, " , " . 

the cost of PITCO capacity without ceing able, to use it." Long., 
Beach also celieves there is no justiticationin the record tor 
SoCal's exclusive use of PITCO. .. ,,' ., 

The record in this proceeding does. not allow" us to assess 
• .... '. .' <,I.'. 

the effects of PITCOjPOPCO contracts on access .to Canadian or" 
offshore gas supplies., The' investiqation proposed by, the .. 
settlement is a reasonable fi~st step in such" a, determination., We 
direct SocalGas to file a report by Dece.mber 31, .1991, . regarding 
the steps it has taken to reduce PI'I'CO/POPCO contract obligations. 

and steps it may take in the future ~o reduce its o:bliqations .. 
-' ' '. ',.., 

SoCalGas shall also include in the report an" explanation of w:hen ,it 
eXP7cts PITCO to apply to FERC for oPer:t. acce~s! status" a~d'~h~n., it.' 
expects to :be able to :broker capacity over, PITCO and POP.CO., . That , 

- I.i • 

report will be subject to hearings at which parties, such as Long, . " ' , 

Beach may address issues related. to transportation access •... Whether 
'.' '" .'. ,..' ,'. " " >c' • 

SoCalGas. has taken reasona:ble steps to" reduce liabil i ty .t,or 
". • • ' , • ." .1" 

overpriced supplies is appropriately _ thesubj ec.t" of reasonab,leness .' 
reviews. 

'. \ 
As 'I'URN suggests" we. ,will also. require , tha~., SOCalGas 

submit cost' information' in implementation, hearings,:, in' this,::, 

prOceeding so that excess costs may be alloc~te~: b~~or~::,_ ,,:.: ,,:. ~., ... :-:' ,~ 
transportation rates. ~re un:bundled~ . .) , .... , , ,< I ,:,." 

Finally,. it is appropriat*7that ~osts,of u~ar~eta~lE7 ,",".'," 
PITCO andPOPCO supplies ce allocated to core and noncore customers 

, , .! I. r. • .":.. .,i,_,'.' " 

:because those" costs wer~ incu~red; on :behalt ot. ~o~e,an~: ~~nco.r.c 
customers. We will address this cost allocation matter in more 

'!L ' -
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detail after. considerinq the extent'to'which,costs: o:f'; the':,PITCO and 
POPCO qas supplies exceed market prices. " .. , ,,': .. ' ';. ,"".', , 

)"'VXI _ Treatment of Existing', Long'-l'erm, 
ll):trastate Transportation COntracts'" 

The,utilities have several long-term intrastat~" 
transportation contracts with large cust'omers. Most of these 
contracts arc with Enhanced Oil Recovery (EOR) custo~ers and 
provide discounted rates. The contracts were siqned during" ~ 't:,im'~ 
when capacity was adequate and therefore do not specify any' 
particular priority of service " with the exception; of 'a c'ontract 
with Shell Oil company which specifies inte~ruPtibi~ servi~~·.' The' 

-I .h 

contracts are not'subject to. modificat1:on by the conunission, with 
the exception of a contract with Texaco. 

The se1::tlement does' nota'ddress the contracts," but 
several parties proposed ways to' treat the contrac't's .SoCalGas 
proposes that these customers be' offered firm transportati~n' 'if' 
they arewillinq to pay the ITCS. SCCJPP' and ORA propose't~at it 
contract CUstomers seek firm' service, they should '. p'ayth~-:;f~li "'~at~" 
because the' co~traet customers now ret:eive inter~ptib'leser:vic'e' ' 
which is the level of service anticipated by the' contracts:.' ,., ;, 

CCC opposes regulatory'changes which might ch~~ge 'the 
level of service offered to cogenerators under long'-term contracts'.' 
It proposes that if the commission effectively considers"tnC:'" , 
contract services to De interruptible that t~ey De deemed "fuJ.l' ; 
default rate" contracts. Similarly, CSC proposes'that, at'a 
minimum, contract' cogenerators deemed to be paying."th~"Qef~ult rat~ 
should be curtailed'last'. .' " "" ',""" ,:", 

Texaco argues that, it~ contract" ~ith'soCalGas' i~:; unique'" ' 
because it results from'the settlement of litigation and: can 
there'fore; not be modified by the'conUni~sion. It :belie~~~,'th~' ,'~":, 
contract should continue to offer it 'the equivalent: of"priority 3-A 
service at the contractual discounted rate. 
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In 0'.90-09-089, we stated. 'that; we: have- no, desire' to 
retract~our promise to- honor· transportation,. contracts which were' '. 
exempted from the provisions' of General Order 96-A.. We'also s.tated 
that the Commission has made the contracting partie~ aware that our 
gas po.licies may change as circumstances warrant.. We eited' 

0.86-12-009', which approved the .eontracts,but noted/that· "In, tho" 
longer term, EOR customers may have to pay rates above· variable. 
transmission cost in order to. assure' the ,-same high level ".of 
rcliao.ilitythat exists. today." Tho contraets anticipatcchangcc1 
circumstances by providing that "priority charges" ,may·be.-:levied if . 
they are adopted by the commission." '., 

In this decision we c1o.notadopt priority chargce. But 
we do adopt, the equivalent of priority, charges by requiring .. that' 
customers ,be curtailed aceording to the level of payment they make 
for transportation service.· As we antieipatedin" 0'.:90-09'-0'8:9',.' 
circumstances· have changed. Demand. for' capacity, exeeeds its, ') .. 
availability.: If customers of long-term: contracts .seek' finn:' 
intrastate-- transportation, they will . have' to make the same," 
commitments as other customers tor thostl! sorvico~. The,Shell 
contract, specifies the lowest· priority service and Shell' would' .' 
therefore be s~j ect to the same rule-.. ' Contracts may also, be' 
renegotiatod. in order that they comport with tho nocds,ot ,CU&ttjmClr$~.\ 
under the new rules. 

XVIII.' ,£.~' 

CUrrently, storage~.costs are allocated.' .to' core,:; core 
s~scription" and noncore customers.;, ,'SUnrise :proposes·"that': .. storage-,:. 
costs should. be "unbundled." and removed· from noncore'. customers' 
rates ~cause-#as Sunrise states, .those customers do: not,.:bene-fit' 
from storage.. Sunrise comments that if storage:costs~. are. not:­
unbundled, noncore customers will subsidize core customers and 
private storage facilities will not become economic. 
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ORA. obj ects. ·to, sunrise's. propos.a,l" ar9Uing tnat· ·all 
customers bene!it trom. storagetaeilitieS:because noncorc'cust'omors," 
pay nothing for balancing services. when. th.eir deJ:'iveries~areu:pto: .;', 
10% higher or lower than their consumption levels •. APMClnakes· ;' 
similar comments, adding . that this. proceeding is; 'not ,the proper 
forum for reviewing allocation issues whic::h·arenot directly 
related to interstate·transportation,. 

ORA. docs propose that the' Commiss.ion consider. one· storage' ~. 
related issue. It recommends. that the" Conunission ;order'PG&E,to: 
study the costs and advantages of enhancing its storage capacity in· 
orcier to increase the available amount:.ot firm capacity.":; 

We concur with. ORA andAPMC' thatnoncore'customers 
receive some benefit from'storage anci"should: theretore':pay:some of . .1 

the costs of storage. Whether' allocations.:' o·f storage; ·costs :between '. 
corc customors and noncoro cus.tomers· reflect tho rolativo:bonetits;··· 
they receive is an issue which is more appropriately: considered"in: ' 
I.S6-06-005 in which we intend to ·review costallocationsi,l!tore: .. 
generally, or in. utility biennial cost'allocation: proceed:ings.·· 

Like ORA, we are concerned, about PG&E·' s statements: that' 
it cannot offer storage banking. serviees it· it offers- capacity 
broke ring services. As ORAsu9'9'ests,we direct· PG&E·to.'submit:a' 
study of the costs and. adv~,ntages o·f· enhancing; its.' storage·"· , . 

I 

capacity. . .... 

XIX. ImeJIS::ntati9ll'Issucs 

The parties sU9gest that a·· second "phase,o,'!: hearl'n9's be 
held. in this proceed'ing to address unresolved', 'issues. and, ·t'~review' ~: ;:: 
utility ·tariff.filings.:. We concu~'with,·tn:i:s recommend'ationand' .:c:) 

adopt the following schedule, which may'~ modi:fiedby the' ass:igned···. 
aciministrative law j.udge:~ .:'.. . ' .... :: . It: '," .' '; .' .. ,' .' 

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

" , , .. } ~: :." " .. ' ... ': 
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: .':,; .. ;;.' ... ,,·.~:"·"'I: "" ~,~I .'".::.::; '" 

December· 6,'·1991 : . - "/" Utili tics.:' submi t·:·testilllony 

December 20, 199-1 .",' , ,.Uti'l'i ties: subllli to:. tariffs to ORA 
and parties: ;who.~ request them 

" " .' , 1\.). I . , .. ". 
. " 

January 10, 1992 Parties sublllit testilllony 
" • L, ,< ,~:",<. , '.~".~~ I:~ 

Jan .. 20·- Feb. 14.,.: '19'92 Hearings , , ~I' ,..," .. , ".I~: 

J, -, ,', • ,~ ~! • .• . 

March 10, 1992 Briefs 
..... . 

" . --"<0,' ... 

April 10,,. 1992 .. 

May 10, 1992 

Oetober·l, 1992 

Proposed ALJOecision 
"'" -. . " 

Final Decision 

.. Implementation. 'of capac±ty 
brokering.and related rules 

... This schedule is more, compressed ,than 'that' propos'cd by 
TURN. Given experience ,with changing gas rules in R.9:0--0·2-0'O:S r: 'we:'::-' 
believe the utilities will need ,several months< between a:final>"'· 
Commission decision and -program ,implementation>; to conduct ,open, ','" ; ,. 

seasons •. The amount of capacity that'will. be :made'·"available·'·:tor 
brokerinqunder this decis.ion is undoubtedly" more,thanwou'l:d be-
m~dc ,available under the proposod ~ottlcmcnt, but· cannot 'boo 

determined at this tilllc. The exact aInountwilldepcnd; upon·tho:­
resolution of issues. in the implementation phase of ,this-proceed~ing', 'J 

and upon the amount of, capacity that will 'be' rcquired,to1Illcetcorei :' 

subscription requirements., ';";'" :,./'" ' .. ' 
Outst~,nding matters .. in.this .proceeding', which ,will require 

resolution, in the implementation hearings,:include.::-; ..... , ... ,,' / . 
• ,:;- Unbundling intrasta.te--~and,inte-rstaterates,~:r ".:,": .,' : ,:,)-; 

• .:. Appropriate restrietions ':on full;'" 
requoi'rexnents service ~:,.-.(. 

, " , \"!. ," '<'. 

Procedures' for rotating customer • eurtailments; 

• An appropriate reservation of core 
subscription service for SDG&E: 
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• Sal~s of firm intrastate transportation 
between customers; in event of a' curtailment,:- I': 

• 'the costs of PI'l'CO and POPCO gas supplies~'" ' • 
. and al,location· of the costs of unmarketable 
supplies between core and noncore customers:-

"-j " 

• The extent to which PG&E's electric 
departlnent should' have access to· California,' 
supplies and the nature of that access; 

• 
~ ,', 

The appropriate allocation of unrecovered 
costs. associated with core subscription: 
service and interstate pipeline capacity; 
and . .. , 

.' 'I' 

• The costs and' benefits of PG&E enhancin~ 'i ts~;':; 
storage facilities·.··.:, 

Th~ utilities shall.also· file' tariffs :whi'ch, :impJJement 
today's decision. SDG&E sh.all also:file tariffs;'" con'sistent' ::with .:,' .:, 
this decision, for allocating the ·capacity it purchases 'from" ',',.," 
SoCalGas. Tari·f! filings . should ,not, attempt.to expancl', : the scope: :o::f:'" 
this proceeding: we. will not consider" changes ~to;existin9',':,rules' e 
except as required to implement the 'rules,adopted today .. ' In'" .. 
addition, tariff filings ,sh.ouldemploy, current adopted forecasts'. " 
We caution the utilities to avoid securin~commi tments·, from " " 
customers before ,final tariffs are approved... This will avoid: -the"': 
customer confusion'which occurec:i with premature ,marketinq'of: 
services adopted. in R. 90-02-008. -, . ';' ,~'" '. i' , .. ,,' , 

, Finally" the ilnplementati:on 'phase-,of, this·proCeeding will 
explore rules for core eustomerswho agqregate' loads 'in: order: to ' 
qualify for tr:ansportation-onJ.y ~se%'V'iees., .. ',,·:'I'he . record;'in; this 
proceeding does not permit specific treatment of such "customers. 

" ,_.' I .. ', • • ' •• .'~ .. ~', • 

We direct the utilities to propose ru:tes"',which' conforxn:"to our 

poliey toward "core aqgrega1:or~~~. and ::rules w~, adol't in: ,,::t:his:, 
proceeding. 

!"," , ·'·~.O .,', 
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In, thi::;. '.ciecision we': aciopt, 'a capacity broker1ng':: pro9"%'am 
which will, provicie new transportation choices for'noncor(s'customers 
while protecting the interests. of, core customers and sma11" noncore; 
customers. "',', ..... ,'.,. 

Under the tQrms of the progro.rn, 'interstate" capacity is 
reserved for core customers in amounts: whi'ch are estimated to;: be 
adequate during peak.periods .. ,Core, capaci'ty>which' is not required 
during periO<is' ot: low demanci will' be offered to: noncore'~eustomers :; 
on a short-term firm or interruptible, basis. During periods 'when 
core demand exceed.s. the core, reservation,,' interruptible se2:"Viee 

will be curtailed fir~t .. 'If, more capacity i$ roquired', the 
utilities'will purchase gas, from firm service customers. 
Interstate capacity is also reserved for core loads'ot:wholesale' , 
customers and" core ag'grog'ators. 

,'O'ncler . the . program', .. noncore ,customers will; have, several " 
service options.,' Those who do, not wish to- compete in' :gasmarkets 
may purchase core subscription service trom the utilities, which' 
would provide highly reliable transportation service plus""qas'~"" 
procurement •. ~, Alternati vely, noneore customers may' purchase 
unbund.lecl, ,transportation s.crviccs. t~nClera,bidding" program, :'f:i:rm 
interstate capacity.will be 'offered, to any shipper for:periods as 
short as one year and as long ,as the':remaining service, agreement 
between the utility and :the pipe:tine company. 'l'he utilities w:i:ll' 
offer interruptible interstate service~when it ,is availabl:e:,,~ 

, :1, 

,The utilities ,willsel'lintrastate' transportation under 
tariffs to their noncorc customers. Firm and interruptible': 
intra.state 'service will be offered. -at 'the same!:'rates~"but::customers 
of firm service will be required,tomake ,two-year 'commitments;3nd ea " " 
use-or-pay commitment. Interruptible service may be discounted tor":e 
customers who might otherwise bypass the utility system. 
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When d.emand for transportation exceed.s supply, customers 
will be curtailed according,to.,the-)~level. :ot payments they make. 
CUstomers who pay equal amounts will be curtailed "pro rata .'" The 
only oxception to this order ot curtailment',is where)"' coqcnerators 
pay the· same ,as: UEGs. In, those eases,'~ alL UEG load ,would, be:' ',; .; .. 
curtailed before any cogenerator load.:" consistent with: the:~ code'.' and· . 'j 
our current policy. " ,''':' 

Like any new venture,.th.e:~proqram we-'adopt,today;presents 
some risk. In, the next few years· we will be attentive~,to:whether . 
the program is. fulfilling Conunission)goals;." Indi.cat,ions that ,the. 
program is not ,working would include concentratedholdings"ot 
interstate eapaci ty, hi9h levels. of stranded costs,' frequent: .". ' 
curtailments" relatively hi9h9as prices,· and hiqh:'percentages of, 
customers who opt for core subscription:' services. . If ,we' observe 
these siqns of, trouble, we' will not hesitate' to reconsider, the' ~' 

rules ac:lopted toc:lay. 
We believe, however, that the proqram: we adopt,Jtoday' will 

promote " competition in gas· • markets .. in. ,·a'-way·. that,'. balances': the 
interes1:s· of ,customers, utility shareholders, producers-anc:l":,:' ,', " 
brokers. . " .' . . ,' ...... "'" ,;,...... '. i, 

Findings of Fact ::; .' ",,~:,'.,,~, c .: ~,' I' , .. ' 

1. Several parties. to th'isproceeding' filed'a :settlement: , , 
which was the, ,subject of hearings. ,The: settlement:' addre~scs:':most,i.,·': 
of the major issues concerning capacity brokering_ ::.',' .. -: '_., 

2.· ORA .filed a petition to.·modify 0' .. 90-09-08.9-' on March,;4, -'. '.'" 
1991, which asks the Com:missiontoiorc:ler-capaeity brokering;·ovcr,·,:l 
PGT concurrent with capacity brokerin9 over 'other pipelines''': '-,' 

3.. The FERChasset forth broadguidelinesrelatinq,to 
capacity brokering. , .' " '(" _,'~ • r", "',' . ... , ,. 

4. The. Commission has set forth policy objectives',relating'~ :':-:: 
to capacity brokering in· decisions. issued_in':this.docket:.and:in·'.: ;:' 
R.90-02-008.,:'" '- ".-' ,.' ,';.",'.::'> ;..(.'-"""" 

- 67 - ."_' -. 



R.SS-OS-OlS, R.90-02-008 ALJ/KIM/tcq , ~ .". ' .. l.' • 

. S.<.The.settlement fails to satisfy ,the objeetiveSe.the , ... 
Commiss.ion has set forth in previous. decisions in' this·. docket· and:' 'J 

in R.90-02-00S. ' ' .,: : ',' .,.::.-..Y.: 

6-. The .reservations.·of.firm interstate pipeline' capacity' for 
core customers· of PG&E and SoCalGas' proposed. by, the: settlement are'· ,. 
reasonable estimates of core demand during peak periods of,':the,··· '~~'(~'. 
year. ""';.' ", ' ".". "n''';-' ':. 

7 .. The .. settlement's provisions. for': voluntary" aJld' invol:untary '{.:. 
diversions of gas from firm interstatc.transportation-,customers :, .';:"'. 
will provide core eustomerswith a,'backul> source of.:qas supplY"if 
firm_reservations for the core:are'inadequate'and interruptible. 
noncore .transportation does not satisfy adclitionalcore demand" 
during peak periods. . .. ' " .,., 

S. Brokerinq of capacity is most advantageous.when·t:c'apacity 
is constrained. Intrastate capacity is not currently,constrained·. 

9. Absent carefully crafted:. rulos,: allowinqmarketers te> 
broker intrastate capacity could compromise the Commissionrs.:·.· 
obligation· to 'protect utility· customers f.rom unduly:hiqb.'rates.' 
The.record. in this,proceec:lingc:loes . not .' permit tlledeve':topment ·'ol{·· 
rules which would prevent such anoutcome.::·'" .. : .::" 

lO •. Some.noncore customers :may require. a highly.reliable;··, 
premium noncore service. ',. , "'-:,. 

ll. The settlement '.S proposal to restrict core: subscription 
to customers- wi thclemanc:l not to. exceed 00' mill:ion thems. per -~ear,·~ 
is not supported by the record in this proceedinq because there':is::": . 
no evidence tOo. sugqest that customers. with -demana.,over up, :~tQ 60.·: 
million therms P'Cr year are "small" customers..;..· Nor :doe$ the record':' :: 
support a finding that .18· ,of. the state's~.larqestcustomers:;"shouJ:cl 
be denied the most . reliable . noncore service~'. • • ~.~. I, ", : 

l2. The settlement's· provisions' encouraqecustomers.'. to· 
subscribe, ·to buncllecl' ·util i ty services rather' than' to, . compete for 
interstate capacity.:: _, ,'.f,· 
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l3. Und.er the terms. of the' set.tlement~ the' onlyway':SoCalGas' 
customers. may. obtain short-term acces's.· to :!irm; interstate'~' serVice; ;':" 
is to purchase firm intrastate service.;·-' 

14. A,utility's refusal:to'interconnecta:new pipeline could. 
affect the, value of new interstate pipelines. ana' dampen:-,"J,:; 
competi tion. .. .. ".,; : ! 

l5. Oraering curtailments accoraing to level of payment made' ,'" 
by the customer,rather,than'accoraing:to,ena-use priorities, ,will 
promote more econoxnically efficient, ,use of, capacity., .'; 

16. The recora aoes not support· a reversal ·of the', , ~,' 

Commission ~ s policy to require that cogenerators" be curtailea:' after 
UEGs in cases whore the cogenerator pays'the' same' or "more,"'than the 
UEG for transportation service. 

,l7. ,The recora aoesnot support granting priority:" for 
transportation' service to state faciJ:ities'over other facili,t:Les~: 

la. PGTis an affiliate of PG&E.ana·,subject 'to FERC;','., 

j urisaiction. ,. . ,:",' ," : ' .', " " , 

19. PG&E purchases Canaaian gas, from' PGTunaerca: "firm ::sa"les 
service" agreement with PG'l'" 'which 'imposes upon'PG&E :no:miniinum'take'" " 
commitment or minimum bill commitment_ ,." :', ' 

20. PGT purchases gas from A&S unaera contract'wh:tch imposes 
a 50% take-or-pay obligation on PGT. ","X;,,' 

21 •. ,," A&S".an unrequlatea"affiliate ,of PG&E,purchases':gas from 
a consortium., of 'canadian suppliers ~,'·under contracts- ·:wllich: were, :-~n'ot: .,~, .,. 
introduced· .as· eviaence in, this proceeaing.;.. ,.:' ,.~", , 

22-. PG&E has no contractual' obligation,' to· purchase' ~'9as . from' 
PGT.1 A&S·, or canadian producers:~ ·,:":;f.I~::. 

23., PG&E· may convert. itsfir.m·' sa'lesrigllts on thePGT line:'to; :;:; 
firm transportation rights,. : pursuant ,to ·FERC rules:. ,,' :~ ,~. . ", .\,., 

24. The record aoes 'not supportafind:inq',that':the, Canadian 
National Energy Board's approval of-.gas' exports to·PG&E,would":·'· ';"" 
restrict access over PG'I' by parties other than PG&E·~ana:~,:its·:;,'~"! 
affiliates. 
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25." The "Access Agreement: which, guidessa.les 'of, canadian: ,gas :;',' .•. 
to noncore 'custcmers in Cal i'forniais "not :.0 ina-ing on : the. ':Commission'; : 
and does not preclude orokering< overPGT. <:.: 

26.'"The--ru'les adopted, in'D,.9'0-09-:0S9 were'expl:ic,itly interim 
in nature,. pending' the establishment of',:eapae±tybroker:ing '::":" ",' . -'~:' '.: 
programs., . ; r',' :7' .. ' ..::'" "">.'.' 

27. The record in this-proceeding: does not,support,a' finding 
that t"'EGs .provide more importantpw"licbenefits.'than':-cogenerators 
or that the' commission' should change .its' pol:icythat.cogenerators", 
should .be able' to compete' on,' an equal·.footinq· with UEGs.:.:.~· .... , 

2'8:. 'O'EGs 'are large. and' sophisticated. energy 'users 'which' 
should be capable of competing fairly with noncore', customers; 
brokers, and marketers for interstate'- capacity 'and·ga:s.:supplies on:-" 
the phased schedule in this decision. ,:: ." , .. 

2'9'. The settlement's,reservationo·ffirm ,interstate: capacity 
for the 'electric: departments of, PG&E,and,SDG&Ewou1d-:haveprovided 

those utilities with apreferenee' over noncore ,customers <and 
cogenerators which is . not justified 'by 'the. record. " .... :,:~ .,~-

30. The settlement provision which permits"PG&E'.s'UEG·,to' , 
choose from, among PG&E' s gas supply'contracts could e.disadvantage 
PG&E's gas customers and could .. affordan'advantageto.PG&:E's UEG:" 
over i ts competitors.. . ., , 

3:1.. Anoncorc firm,· interstate, transportation "rate ' structure" 
which incorporates volumetric rates and reservation charges'.,will:­
appropriate'lY'refleet the.allocation ,of capacity,oetween:.'noncore 
customers and will avoid disputes over load' factors.;:> .~ .. :--._,'.> ;' .,; 

32'.: The existing rate structure :~-forcore' subscription ~::, 

service,. adopted in, 0-.90-09-089,: w;i;,ll.-reasonably:refleet,the:-::"~ ,:::),:. 
reliability of the service relative to other-,noncore.,scrvices."."",.:."':, 

33. Setting noncore transportation rates at cost,.aJ1d':~allowing:.:) 
them to be discounted assures a' revenue .. shortfal:l:."., "'::"~,' 

34. The Interstate Transi tiQn -- Cost SUrcharge ':proposedO:'by the' ':: 
settlement would recover reasonably. incurred: transition. cos,ts.,.: .' )':<: 
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includ'ing costs associated, with gas :~supply" contracts.::and, ,wi th '-finn 
interstate- pipeline capacity . which , cannot ,be' brokered :at':the '.~rates ' 
billed to the utilities by pipeline'·:companies., ;':.'.-, 

35-. The .Service Comparability ,SUrcharge proposed by':the 
settlement would require customerso,f . interruptible'. interstate.,", 
transportation to pay more for interruptible service than the rates 
billed to the' utilities by pipeline ,.companies.: . 

'36~' The settlement proposes that the utilities·,'reserve-::firm : '.' 
capacity for' their wholesale. customers consistent with:~commission ".: 
policy to provide wholesale customers ;access to' "such' .. eapaci ty.. : 

37 ~. The record' in this' proceeding- does not ,support>:'a finding 
regarding'the reasonableness of SoCalGas' contracts,withJ?ITCOand, 

POPCO or the 'desirability ,of providing: noneore customers :.and ,other": 
shippers access to those gas sources. , "j, 

38. Existing -transportation :contraets between "the· ut'ilities 
and certain large customers., .which' the commission exe:mpted'.from~the: 
provisions.of GO 9'6-A, provide 'low: pr:i;ority ,transportation : service , .: 
and anticipate the application 'of priority charges' if .·the~.~.:,::":., 
Commission should adopt them.,'; . '~':' 

39 - The contract between Texaco ' and SoCalGas is. su}jj,eet to ,,'.:. 
Commission, modification pursuant "to ~GO ,96,-A., .,;. :. " ,: " , " .',~' 

40. Existing contracts between the utili ties.:and:certain . 
large customers. were' entered into during'a:period' of,' excess supply 
of capacity. . .• '. .. . ..,. ,"::; '.:','::,: _ , 

41;;;. - PG&E, believes'.;it cannot offer .storagebanking\'services·:::i.;f" 
it offers capacity' brokerin9'_:' ,:, :: .. , , ,.: ',. "t.:", ;,.: ';:' ',;';:.:, _::.:: 

42. . The ':allocation:of -:storaqe ':costs between ',core' and' noncore 
customers.~isappropri'ately: considered'in'utility cost-allocation "r~ '," 
proceedings' orI .. 8'6--06-0050.;:: ':' ",' , I., _.; ;, (:, '{ :," .: ... ' .. " (~: :_ ,: "';'-: 

Conclusions~~of Law " . '" ",'. .,,~ .. ::, .. ," ''0 ";l', :;,.::"<,I~:; 

1. The Conunission'should' reject the 'settlemen'b' fil:ed"::in::'tMs~: 
proceeding on March ' 22;.. ',19'9:1,. . because· i ts: .. provisions "wou,ld' not:: 
adequately ··tu:tfill Commissionpoli'cy obj.:eetives~,/.~! . ':~ " :,' .;". : , ' .. :" ': 
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, 2~· The, Commission should"aciopt".tirm. inters.tate 'p,i:peline:: : 
reservations o,f:,l200 mmef/d for .. PG&E~:score' and 'wholesa'l'e:'cust'omers'" 
and 1067 mmct/d for SoCalGas' core customers. " ,_,h' 

3 •. The Commission should adopt .the',rule& proposed"by the,· 
settlement for voluntary and involuntary, diversions::: (}f:' gaS:"from 
firm interstate . transportation. customers and shoul'd direct· ... CACO: to:· , 
monitor complaints associated with the transactions. 

4. : The: ,Commission should permit 'customers to delegate . ' .. 
intrastate capacity to non-customer' shippers, as:; proposed.'; by the' 
settlement. The Commission should' not requ'ire brokering~ o,t' , " 
intrastate capacity at this time. ' ~ '., , .. 'f, ~, ••••.• ~ 

5-•. The bund.led services.envisioned by. the, settlement are' 
contrary to FERC poliey whi(:hprohibits. bundl'ing,:of' 'firm·,interstate:,:· 
capacity with any other. service.' ;' < ': : ,.:.,:, ,'~ ,,) .:'. :.' , " , .' ..,;Ol, " .-

6.. The: Comxnission should' retain: the: e)Cis.tinq,':core::" ,:-; 
subscription service- for noneore customers: 'who, do, notseek:··to.· " 
participate in competitive gas markets .. : 

7. . The utilities, should' be . penni tted . to,' increase·,>thec ~.' 
capaeity reserved for core subscription service beyond'"the initial' ,.' 
allocation only.: if they can show that·, brokered interstate',')capacity. 
cannot be sold at the as-billed rate and, demand, ,for :.core·.,' ~'.J'>:" ' 

subscriptionhas-, increased a ,Such 'a, showing" should"be made by way, 
of advice letter a .:' , . .1:-" ;-" 

8,. The, utilities should, ,be, required to . interconnect<with new 
interstate pipelines. Li~ility for, associated';'costs·-,:shou:td: be.: 
considered in other proceedings •. .' : 

9. The. commission should adopt _ the ,settlement's:.;provisions ' 
for curtailments except that cogenerator load.s, shouJ:d. ~::be,:curtailecl .: .. 
ahead. of UEG·loads-only in cases. where. the UEGpayslnorc',for . ' •. 
transportation. service than the cogcnerator,; as,::set':,forth:';,in.-,, ,J 

0.90-09-089. t·,':.( •. '::,,'~) ,:." '.' ,~, 

" -
! •. ' .... .1 •• 
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10., Under Section 1708',... thc'Commission:may,: :followinq notice 
and, after ·providingpartics an opportunityto:'be 'h'eard:,' change 'a,':: ' 

decision. ", . 1"\\ "',," 

11. The Commis~ion ,should orcler PG&:s:to open 'acees·s',ovc'r the 
PGT line: once there is a FERC rehearing order authorizi:ng:c:apacity' 
brokerinq. on the PGT line. or on October ,1,: 1992, . ,whichever -is:: '. 
later.. ,:: : '.',r:,· ... ',' .. ' 

12. Under FERC poliey, the conuniss.ion has.·the·authority to 
determine bow capacity held by the' utilitie$·shall·be'alloca.tedto;:· 
customers and:· other shippers as' long, as' ·Com:mission;·rules are" .;., 
consistent with FERC orders. . " 

13. section 761 gives the Cornmissionauthority:to prescribe 
rules for. the- performance.of any service and to· require, PG&E 't'Oo· 
ch",ngc the way it ofters transportation. servieo.· .. -.. .' 

14 • Requiring PG&E. tOo. broker' interstate- capacity:' does not 
represent an unconstitutional taking ofPG&E~s property~ 

15. PG&E and SOG&E's UEG. requirements-should not :be granted' .' 
reservations of firm-interstate capacity ahead of other noncore 
customers • However , for the first two' years. o·f this: program,. 'O'EGs 
mayeloct core su):,scription'servicQ'tor up to 50%·ot their average 
annual loads, . declining to up to 25%: in years. 3 and 4' .. Beginning" .. 
in year 5,. UEGs may not purchase any core subscription· service, ..... 
assuming that serviee is still ottered • 

. :16. The Commission. shoulcl· require PG&E's UEG to· purchase: gas 
supplies under separate arran90mcnts trom-those made for: the" 
utility system supply except where PG&Ewould-:otherwise avoid" 
penalties in 'existing contracts." In,such··cases,.· PG&E'> should 
allocate a :.prorata shareot contract costs, to; its:: OEG-~ ..... ; 

17. The Commission' should consider in' a later·· 'phasC:)in this' 
proceeding whether and tho' extent 'to ,which;' PG&E' s . 'O'EG should·~ have 
access to California gas supplies. 

18. The Commission should retain the provision adopted in 
0.90-09-089 roquiring the utilities to provide advance notice to 
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coqenerator as regardi~gthe- service elections-: made';: by UEGs in~ 
utility open'" seasons • .. ; '~ '.' :,"" ... , ,-; " .. L, ,:.,:j}',~:'~':, -::', ~, 

19. The Commission should retain:' the existing rate':structure" 
for ooresubscription service, adopted,in'O.9'0-09-0S9'; as' 'modified. 

20. Revenue shortfalls resulting; from· intrastate - -. 
transportation rate discounts to noncore customers'and stranded' 
oosts associated with nonoore transportation services, should be 
oonsidered in'-a later phase of this proceeding. ':Revenue'shortfalls 
associated with noncore services should also, be considerecl;in a" " 
later phase of this proeeedinq. . ."~ 

,21. FERCrules clonot. precluclea,~utili ty -from< recoveri-ng its'" 
lawful revonue ,raquirClInontfrom· intrastate noncore' customer:' - .' 

classes, and the ITCS is therefore lawful. 
22. The Service Comparability Surcharge proposed by the 

settlement is contrary to FERC rules. 
23. The Commission shoulcl aclopt the,capacitybroker'ing 

bidding and eval-uation criteria'proposecl-by'the settlement' for 
SoCalGas and by PG&E for its own, operations, except '-that "·both ' 
utilities should. ofter one-third of their availablcacapae.l:ty . to· 
customers willing. to make one or· two-year' service commitments.-'--

24. The Commission shoulcl adopt provisions ot . the", settlement' , 

which. reserve firm interstate capacity for core 'load.s:ot·,wholcsale 
customers.. -,' , 

25. The cOl'lllnission should order ,SoCalGas·to, submit, by 
December 31,. 1991;.: a reportregarding::the:stepsit has: .takenanci 
will .take' to reduce its liabilityunder,:.the contracts.::with'PITCO·' 
and PO];>CO, and the clesirabilityof'providingto none ore· cus-tomers' 
and other shippers access to gas. .suppJ:ieson' associated;' ,pi:pel:ine" ., 
systems.-' , .:" .-\ 

-, -26., The commission should order SoCalGa's·,',to' submit ,'for review~'~ 
in a .later. phase' of this proceeding.:info,rmation :~e9ardin9 ,.the'; cost',,· . 
ot PITCO and POPCO gas supplies and their eompctitivencss-'W'ith :'.i"",. 

other gas supplies. 
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27. 'l'he Commission:., should order PG&E' to," submit: for review-' inc '" 
~ later phase of this proceeding information rcgarding. :the·>~' ':' 
desirability of· enhancing PG&E.ls ,storage,"capability:;;,,::' "., 

28. . The Commission should hold hearings, ,in,··tbisproceeding 

prior to the implementation of capacity brokering. 'Ther,'hearings 
should review unresolved·issues and utility tariff 'filings ,made: 
pursuant to this order. :', ,~)";',. ' 

,29. The., Commission, should adopt the' ·rules· set: forth in" 
Appendix B of· this decision .. , . " .... : .. '.'.j' ,,: 

30. The rules adopted in D. 90-09-089, as··modified·,.. shollld~be 
amended asset forth in this. decision.' Those<rules::which"arenot 
explicitly changed by ,this decision should', remain in--; effect;;" " , ',., 

<IT IS' ORDERED that :, .: :""," .. ; " , ( , ~ 

1. The motion to adopt ,the, settlement':filedin,tbis;:, '1' .. ; 

proceeding on March 22,. 1991,is','denied.. ,',; ,.;C'" , ; ",,' " 

2.. The, petition to modify D.:90-09-0s.9·"filed .. by· the::Di'V'ision ' 
of Ratepayer Advocates on March,-4,.. ,'1991,.. is dismissed.·as.'moot:as,- , 
set forth--herein. " "",:.. ,,:":': ",;, .'. 

:3." The rules set forth inAppendi~B', o:t!this;",d.ecis:i;on·are:" , " 
adopted and supersede rulles adopted in D. 90-09-0S9, as modified:;.:':"; '" 
only to the extent set forth:i:n ,:this decision. .. ',.: ' ... -~, ' .. '_' ,." ,I ,. 

4. Pacific Gas and ,Electric" Company ,.Southern. California.: Gas· 
Company (5oCalGas), and San 'Die9'o .,Gas and:. Electric' Company shall . (, 
serve on DRA. and all parties. who request" them.,. .:by ,December ,.20.,' 
1991, pro· torma, tariffs consistentwitb the rules, set'torth-~n:,::.~: 

Appendix B of this decision. The tariff sheets shall identify',: .:',,'. 
changes incorporated with bold typeface .... On December ,6,.,,·l.99l,..they 
shall serve on all parties ,testimony "on, unresolved' issues: as",set ' 
forth ill' ,.this .decision. 

, •• '! .. ~ - r .', 
.'. I ..... ' ....... 
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5. SoCalGas shall file, ~y December 31, 1991, a report in 
this proceeding which addrcs~cs steps it has taken and will take to 
reduce its liability under the contracts with Pacific Interstate 
Transmission Company and Pacifie Offshore pipeline Company, and the 
desirability of providing to noncore customers and other shippers 
access to gas supplies on assoeiated pipeline systems. 

6. This proeeeding shall remain open to consider unresolved 
issues and utility tariff filings mad~ pursuant to Ordering 
Paragraphs 4 and 5 of this decision. 

7. The rules set forth in this decision shall become final 
subject to the authorization of capacity brokering by the Federal 
Energy Regulatory Commission (FERC) and may be modified, it 
required, to be consistent with FERC orders or as the Commission 
deems necessary following the issuance of pertinent FERC orders. 

8. PG&E shall make every reasonable effort to open access 
over the Pacific Gas Transmission (PGT) pipeline, including 
eonversion of its firm sales rights to firm transportation rights. 
Its efforts shall be made with the objective of brokcring PGT 
capacity by October 1, 1992. 

This order is effective today. 
Dated NoveMcr 6, 1991, at San Francisco,. California. 

PATRICIA M. ECKERT 
President 

JOHN B. OHANIAN 
DANIEL Wln. FESSLER 
NORMAN D. SHUMWAY 

commissioners 

I will file a written eoncurring opinion. 

/ s/ DANIEL wm. FESSLER 
Commissioner 
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I.a.! I.::rO. . ~ . ,-:" '; .. I'~,~~ 1'" f.J '''', .;~:": ",.A ,;. j .': r" .~ ,.,:, ~l' " ~,~ ... 

40 King' Street West, ;S\Jite 5600 .. ::~:;-::.:"=-:":'- ~: .. ~~ 
'I'Oronto, On12rio ~ MS"'l 3)!'2 

~ ._:: ". "'~;: . ". ,.'~ : > .. ' •. ' ",,;"::~:;' __ ~,~:.' ,.'; i~:~ "~.: ... :< '", ;<." .. .,"'~:<'."' .':: ,~.~ ~.::,..:. -:~.: 

I~ K. M~p,y:~·.::.'::-:":· :~~:::::',~~:"-':::.:::.: ::::.:.~;.~ .. ~:): .. ,,:::: 
535 Middlefield. Road.,·SUite II40r;:.~,'·; '.~' ::...' :\'~.: ,: 
Menlo ~k, C\ 94025 ,: .. :'. :. :.' ".:~~ . .. ,c:, .. ~:::.;.':::" 

~ Ros.en1:erq~;':Attor:ley at:Iaw· .::::: ' .. :." 
MIIX:CN ~c; CORl?ORmON: .,~.:;;::""/:".:;:,'::. ':.' 
701 East - 22nd St:r:eet' . I~:':';~:;~:- .. ' :".:' .. ,.,.,,' .:' .. ~';':: 
I.c!rr'J:.ard, It. 60148-5072 ~ \:C'=";'~.., ''::':'-':~::~':'' 

:MattheW' E. Gordon, ~.::Bep.;:;..': . :.: .. ~. ":~::.~.'''' 
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ROLES FOR NM:O'RAL: GAS '" .', 
TRANSPORTATION AND CAPACITY BROKERING 

, • '.:, : I,) I .... ,,~ • ,I >.~ 

", i" 

I. hPPlicability 
't: 

. ..~ , ." .. ' ,,'. . , ' \' " 

'I'hisprograxn applies. to the following local d:i:str·ibution> 
companies (LDCS): Pacific Gas' and Electric 'Company· (PG&E)" 
Southern california Gas Company (SoCalGas ),.and san Diego, ,Gas & 
Electric Company (SOG&E). -Some· program,'elements, recognize 
differences in operations between the LDCs. 

II... coxe3X3msnission and Procurement Services 

LDCs shall offer the followj.ng services" for core" 
customers: 

A. Core transmissi2D.. and :ecocm:ement serrices.: 
Ii" "~ 

The LOCs shall offer the following services for core (P-l 
and, P-2A) usage-: " ' ",' 

,j. ,'\ 

Retail CUstomers! The'LDCSshall offer' firm.,' ,.,,' 
interstate/ intrastate' transmission ., service', and" 
procurement service to, retail end-use customers for core 
usage on a bundled. basis. ' .'. 

Large Retail CU~2me~:;: Each LDC shall offer bundled 
core-interstatel intrastate transmission service to ." 
eligible large retail core end-use customers and 
aggregated retail', core end-use loads' on the: serving LOC' s 
system to the extent required by and subject to' 'the , " 
provisions of Decision (D.) 9l-02-040 and any subsequent 
CPOC decisions regarding core transmission service. 

57iE Wh2lesale Loes: PG&E.shall offer bundled core 
interstate/intrastate transmission service and core 
procurement service to wholesale LDCs·-onPG&E's system. 

Wholesale: LPCJTnbundledService: The primary LDCs shall 
offer unbundled core intr~statetransmission service to 
wholesale LOCs to the extentto'which the wholesale LDCs 
have obtained ·firm interstate pipeline transmission 
service or firm intrastate supplies on the primary LDCs' 
systems for core service •. 

, I.' 
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'I'he LOCs shall offer core subscription transmission and 
procurement service to noncore customers. Utility elect,ric . 
generators may elect core subscription service for up. to.:'SO%of'" 
their average annual requirements in years 1 and 2 of capacity 
brokcring_ Utility electric, generators. may eloct no· more than 25% 
of their averaqe annualrequ-irements, in years .3.. and 4'. Beginning 
with yQar 5, utility electric qenerators may not purchase any 'core 
subscription service, assuming that service is' still 'offered., ' . , 

Core subscription ~orvicc ~hall bo ot1!oro~ to noncore 
customers who must make a two-year' commitment tO-'the service".and :be' 
subject to a 75% take-or-pay requirement pursuant to the provisions, 
of D.90-09-089', as modified. It shall also'beoffered toSoCalGas' 
wholesale LDCs to the extent that the wholesale tOCs are ass~gned 
tirm interstate capacity and obtain matching firm unbundled 
intrastate transmission service for the term of the:core'" 
subscription service. 

SoCalGas shall provide core subscription service-! on· a" 'pro~ 
rata basis across El Paso Natural Gas Company (El Paso) and 
'I'ranswestern pipeline Company ('I'ranswestern) systems ancl paths. 
PG&E shall provide core subscription. service on an equal ~asis 
across the Pacific Gas 'I'ransxnission' (PG'I'} 'and El" Paso' systems and. 
path=. This rule shall become applicable coincident with issuance 
of valid capacity brokering certiticates by the FERC. 

c. ~nbundled 'oncore I~rastate ~nsmi~sion serYi~ 
", -

Loes shall otter tirm and interruptible intrastate 
transmission service on an unbundled 'basis,. . , " ' 

1. Fi;cnSeprj£c Eliglbilij;y: Finn unbundled'" noncore 
intrastate transmission service shall be available to 
customers as tollows: 

:. "' ; 'I ., " 

~ , "~ 

a. Firm ID~erst~te Qlstom~rs: Firm unbundled 
noncore intrastate transmission service shall be 
available'to customers who hold tirm interstate 
transportation capacity rights or'who'purchase or 
receive (1) gas d.elivered to an LDC,' 
interconnection with an interstate pipeline on a 
firm basis, (2) intrastate California supplies 
that are delivered" ,directly' into the serving 
LDC's system, or (3) supplies which are delivered 
from storage facilities on the LDC's system, 
provided that the receiving LDC has adequate 
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capacity ·,to receive ,and 'rede1ive'rsuch voluxnes on 
a firm basis~' ." . '.' "., .... 

b. Int~ruptiblc. Exiul-ns Int~rstate: Firm 
unbundled nonc:ore transmission service shall be 
available to customers or customers of shippers 
who deliver gas to the Loe on an interruptible 
basis through exi:s.ting" interstate pipelines, to 
the extent and so long as (1) the capacity of 
those interstate pipelines. is not expanded so as 
to create a mismatch of, :interstate and intrastate 
capacity and (2) the receiving Loe has adequate 
capacity to receive- and. redeliver 'such volumes on 
a firm basis. 

The LDC shall have.no obligation to' build new 
facilities to,provide firm unbundled intrastate 
transmission serv-ice toeustomers:who· deliver gas 
to the LOC on an interruptible basis through 
existing interstate pipelines. 

. .' 
c. Interruptible,'New Inter~tate: Firm unbundled 

noncore tran~xnission sarvicoshall boavailablo 
to customers who bring gas to the LDC on an 
interruptible basis across a new interstate 
pipeline or an expansion of an eX'istinq<pipeline, 
provided. that (1) the customer has given 
assurances acceptable to, the LDC, that the costs 
associated· with any required enhaneexnents'ofthe 
Loe's system: nece·ssary to provide firm.· unbundled' 
transmission intrastate service to the customer 
will be recovered by the LOC, (2) the' required 
enhancements are approved by the CPUC and arc 
constructed and p-lacedin service, and '(3) the 
LDC has d.etermined, that it can physically'provide 
firm unbundled intrastate transmission' service' to· 
the customer •. 

Inteuuptible Service Eligipjlity: ,Al'l'dcustomers 
shall be eligible to receive interruptible unbundled 
noneo~eintrastate gas transmission'service;. . 

" ! , :, 

Shipper OptionR: Shippers who receive unbundl,ed· 
noncore intrastate transmission serviee shall be 

,responsible for obtaining their own interstate 
pipeline transmission service or:intrastate supplies 
that are delivered directly into' the", serving Loe's 
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systexn-commensurate'with their,needs. Their 
ihterstate pipeline transmission options include: 

a. New pipelines. 
I." • 

,I" ," .1 

. .b. Brokered .. capaci ty .; ') 
,,' .. ~ . :, 

··,c. Relinquished capaei ty ... : -:' r . 

• , . .' "': '.'.. :~ I ',\ • .... .. 

d.Sales at'LOe 'rece-iptpo·ints"by''lnarketers or 
producers.: ' 

4. Wb21esale LPC End-Use Cl.lstomet:s:. ,A "noncore end-use 
customer who is served by ·a, juri'sdictional who1esale 
LDC and who obtains its own interstate transmission 
service or obtains its. own intrastate supplies on the 
system. of the primary LDC' serving'the wholesale LDC 
shall receive intrastate transmission service from 
the wholesaleLOC. ' 

D. Injee:r:utility 'lXansmission Service 
'. ,.\ 

.' LOCs· shall continue, to· ,offer· 'interutility transmission 
service on an 'interruptible basis'. " ; 

E. , Split· Regyirmnen:g; "J: 
., 

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

Noncore customersshal:l· be permitted: ,to, split their 
requirements between core~sUbscription'and'unbundled transmission 
service: and between firm... and interruptible 'transmission service. 

F. Full Reguirem~n:!t;z 
; ",.:1 I,. 

Noncore end-use customers may select 'firm unbundled 
transmission service for their tull requirements, "su:bj ect to the 
alternate fuel use restrictions adopted.; -for such service in 
0.90-09-089 and such other restrictions: as: may :be appropriate • 

G. .$bJ.ppcrs other l'J;lan CU$omers . ~. "' . 

Shippers other than customers may receive unbundled 
non core intrastate transmission service on behalf of specified 
customers •. 

l.. Eligibility: A shipper'which demonstrates that it 
has a contraetto supplY'9'asto, a:customer may, with 
the cus.tomer's'approval, e~ercise·the:custolUer's 
rights to transmission service on behalf of the 
eustomer. 
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Aggrega.:tiQ,O.:sueha 'shipper may'ag9re~ate the rights 
'of several eustomersfor-purposes'of eontraet 
ac:lministration,"applieable U'se-or-pay'requirements, 
or balancing' requi'rements. ,'" ',:' ,: 

""- " 

3. Recourse: The customer shall remain ultimately 
responsible to the LOC" for'payment of"a'llapp'lieable 
charges. 

III. Besex:yatioJ) or Xntersta:te, Pipeline ~P3leity", ,', 

A. ~il COre Rcs~ti9ns 
, :. , , 

EaCh"we shall reserve tirm: interstate 'pipeline capacity 
sufficient ,to serve the requirements of .its retail' core: customers. 

", ., 

l. S2~lGas' Core ReservatiQn: SoCalGas' reservation 
for retail eore- serviee,shallbe 1,067 million 
cu. ft. per day (MMcf/d) on an annual average_ basis. 
Such reservation is based on SoCalGas' forecasted 
199'5 core cold year requirements. 

, , 

2. £G&E's Core Reservatism: PG&E's reservat'ion for core 
service shall be 1,200 MMcf/d on an annual average 
basis, ineluding forecasted wholesale core demand. 
Such reservation is based on'PG&E's forecasted 1995 
core average year peak month requirements and may be 
adjusted to' reflect wholesale demands as discussed 
below.'" 

3, • ~oti~: The, LOCs'l:'cscrvat'ions. o,f "capaci ty for 
retail core service ,tal<:e into:: account" the following: 

, " 

a. Firm storage dedicated to core serviee. 
~ ~ < I :' .:, '.',' , ~ , ... , " . " "' 

: b. California-source ~gas;availab-le"fc;>r core service • 
• " -j .~ • '" ' • ~' ,,' 

c. Core proteetion]~Urchasearl:'angements. 

d. ,In order to~ prov:~de'additionalcapacity for 
SDG&E':s core growth, , SOG&E: may obtain additional 
capacity fo·r core'after199& through access to a 
proport:i.onate share of the 'eapacity obtained by 
socalGaS: througohSocalGas' . reacquisition options 
with cus.tomcrsbidding'into- SoCalGas' long-term 
pool.'" 
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4. SDG&E's Core B~glrvation: ·SDG&-E's,res.ervation for 
core serv.l.ceshall~e ··not . less than':lSOMMcf/d on an 
annual average. basis, depending on· access to long­
term storage. Such· reservation is based' on SDG&E's 
forecasted 1995 core cold year requirements. 

B. CO&e-SUbscripti9~e~ion~ 

Jurisdictional LDCs shall reserve interstate pipeline 
capacity in order to provide oore·subscription service'to'Jthei,r 
retail customers for noncore usage. 

, ,,-, 

l. ~~n Seasons: The capacity reserved by 
jurisdictional LOCs,to provide core- subscription 
serviee for retail eUstomers-:shall be ',determined, ':by' 
each LOC through an open season process. There shall 
be an lni tial open season wi th·· subsequent open 
seasons being held every tw~ years. 

2. ~t1sm~1 ~~li.n~_~: 'An LOC shall not be 
required to Obtain additional interstate'pipeline 
capacity in order to provide core subscription 
service. . 

, ' 

3. ~~~ent Q~eD ~p,a~~: For open soasons held attar 
the initial open season: 

.' '-I 

a. Beduced Demand: If. an LOC'.s retail demand for 
core subscription service drops to a 'level below 
the level established in the tirst open season, 
the resulting excess capacity: shall De 
relinquished, brokered, or o'ffered on: an 
interruptible basis. 

b. Surcharge: The costs that are allocated as a 
result of this. provision to'SoCalGas or PG&E 
noncore customers shall De recovered through the 
Interstate Transition Cost'Surcharge, :.(ITCS) .. 

·c. Increased'Demand: ,If the retail demand for core 
subscription service, rises above' ,either the 
ini tial or·a suD sequent downward> 'adj usted level, 
the LDC may acquire additional interstate 
pipeline' capacity or reallocate to core 
subscription .customers interstate; capacity which 
cannot be brokered at the Has-billed" rate to 
serve such demand.. The utility shall file an 
advice letter and gain commission approval for 
such an acquisition.. However, if the LDe does 
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acquire .such:capaci ty,"and .delnand s\lbseq\lently 
drops, the cost of·~:such.:·capacity 'shall l:>e 
allocated exclusively.to, retail customers taking 
eore subscription 'service. 

, '. . , 

c. W;g's Wholesale Core Reservations;,· 
, . 

PG&E shall reserve finn interstate pipeline capacity so 
as to assign firm unbundled interstate pipeline capacity to 
wholesale- LDCs served by PG&E to the extent· such capacity is 
requested by the wholesale LOCs after consultation with PG&E. 

1. Criteri<.\: The volume of --interstate pipeline capacity 
reserved by PG&E for'a PG&E wholesale tOC shall be 
based on a reasonable' planning horizon and shall take 
into account the wholesale- tOc's use of storage. 

' .. 
2. Cost All~ioD: 'the cost of such,capacity shall be 

allocated to the wholesale LeC. 

3. Adjustmen:t~:· The volume of interstate pipeline 
capacity reserved by PG&E for a'·wholesale tDe may be 
adj usted upon request· of·· ,the wholesale ··LDe and 
consent by PG&Eto.reflec:t changes in>£orecasted core 
demand on the wholesale ·LDC"s system. 

4. Unilate~l Reaucti2.M:. ,. The reservation. for the 
Wholesale LOe shall ,not be subject to unilateral 
reduction by the. wholesale. tDC for the 'term o·f the 
primary LOC's contract with the relevant"'interstate 
pipeline. 

D •. ' SoCal§as' Wbol~ale Reservations 
, . ~ \. 

SoCalGas: shall. reserve firm:,interstate':pipeline capacity 
so as to- assign firm unbundled interstate pipeline",eapaci ty to its 
~wo wholesale customers, SOG&E and Long Beach, in accordance with 
the following" provisions:' 

.' ~, 

1. . ~1(j§rE Contract: The firm:. illterstate·~.pipeline 
capacity' allocated' to'.,. SDG&E'~s gas department under 
SOC-GrE's eontract w.i.th SoCalGas. shall: remain allocated 
for the remaining, term. of the contract but only for 

2. 

SDGGrE's core load. ).: . 
• > 

SDG&E A~signment: At any time prior to five days 
before' the commencement'· of SoCalGas' open season for 
brokering. :interstate ,pipel'ine, capacity,.:'SOG&E may 
give notice. that it wishes': to' reduce. the';300 MMcf/d 
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o£ fir:m interstate:pipeline transpo.rtation rights 
provided to-it ,under its'-,contract··with SoCalGas, as 
modified by the . Commission •. Thisred.uction shall 
become effective:' at the expiration, 'o,f the current 
contract on september 1, 1995. This reduction must 
be split on' a prOi-rata: bas.is betwe'en:EIPaso; and) 
Transwestern pipelines. SoCalGas shall make the 
relinquished capacity available in its open season. 

a. Eost-contx:,aet Becluetio,u,:,: Absent, notification ." 
according to the above paragraph,· SOG&E'.may later 
request such ~ reduction in its assigned capacity 
rights after the end of its contract. However, 
if it does so., SDG&Ewill be solely responsible 
for the difference between the as-billed pipeline 
demand charges for the .capacity that is . 
consequently released from assignment to SDG&E 
and any revenue 'SoCalGas obtains through­
brokering such capacity. 

3. Long ~ea.ch J.s§ignlllont: At any time prior to five 
days before the commencement of SoCalGas:' open season 
for brokering interstate pipeline capacity, Long 
Beach :may request, an assignment: of·: firm interstate 
pipeline capacity to meet its core requirement, split 
pro rata between El Paso and Transwestern, at the 
full as-billed rate:,' fora term from. the' 
implementation of capacity brokering to'the 

. expiration of SocalGas' contracts with E"l Paso and 
Transwestern. " , ' -

a. Default Rese~tion: If Lonq Beach cloes not 
provide notification accord'ing"' t'o'the ,,'above .. <, 
provision, SoCalGas shall reserve interstate 
pipeline capacity' (7'0% of' El Paso a'nd, :3'0:% on 
1:ranswestern) to meet Long Beach"' ~'~ core, load'~ 

~. , ' . ' ... , . . . , ~ \'. 

b. ~bs~quen;t BelinmUMment:' Long~Beach-may 
subsequently relinquish all or part of this 
capacitybacktosoCalGas. However~ to,the 
extent -Lonq: Beach does so, it.'will be solely 
responsible for any, shortfal'l between the as­
billecl.pipeline,demandeharqes and" the actual 
revenue that SoCalGas ol:>tains frombrokering the 
relinquished capacity. 

4. Q~n Season ParticipatioIl:S'OG&E' and:cLong Beach and 
their noncore customers may also' participate in 
SoCa,lGas' capacity brokering open'seasons for 
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. unbundled: interstate pipeline capacity on the same 
basis ·as a11- others~:"'SOG&E's e·J:·ectric department 
shall obtain'tirIn'interstate.capacity on the same 
basis as other noncore customers. 

s. ~ornpliance: The assignment of firm interstate 
,pipeline capacity ,to-' SoCalGas" wholesale: LDCS and the 
rates therefor shall: be consistent· with: applicable 
Federal Energy Regulatory commission ,'(FERC) orders 
and regulations.' , , 

E. SocalGas' Reservations on 
, El Paso and----'Xanswestern--

. :-:' 

1.- Pro"Rata Reservations: .socalGas shall ,reserve 
capacity on the El Paso and, Transwestern, systems for 
core and core subscription service on'a, pro, rata 
basis, with the proration being determined without 
consideration for any SoCalGas relinquishlnent of El 
Paso capacity~ 

2. Eel inguishable ' capacity:, SoCalGas shall be 
responsible and put at risk:for marketing all 
relinquishable(600MMctjd) El Paso- 'capacity that 
SoCalGas opts to retain and that is not reserved for 
the retail core or core subscription-' markets:' or­
prudently assigned at as-billed rates. 

. '-' 

3. ~trang~d ...cost:. The stranded cost of interstate 
pipeline demand charges associated with interstate 
pipeline capacity that is neither -,(,1-) reserved £or 
core, (2) relinquishable, nor (3) marketable at 
as-billed rates shall be-allocated'to customers 
pursuant to further rules to be adopted- -~in this 
proceeding. 

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

F. WE's Rese:tY:a:tions on El Paso- and;PGT' ." -, ,~ 
-

1. Equal Resexvation~:: PG&E" shall,. as-soon as possible, 
reserve capacity equally on the El Paso and PGT 
systems for both core and core' subscription service. 

z. S-tranged Cos:t: The- stranded cost of interstate 
pipe~ine demand eharges associated with existing 
interstate' pipeline capacity thatis~ not (1) reservea 
for core'transmission service,(Z) relinquishable: or 
(3) marketablc-at'as-billedratcsshall be allocated 
to customers. pursuant to -, further rules to be adopted 
in this proceeding. 
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a. ~harg<t:, To the· extent that .. such:·costs arc 
allocated to noncore. ; customers" tbe' (costs shall 
be recovered. througb:·the'ITCS .' . ',,: ' . 

G. ccneral J?rovisioJ)s . . ~~ 

~. Pipeline Paths:' Capacity througn,specif'ic 'paths on 
an interstate· pipeline, system shall .be', allocated. in 
accordance with 'proeed-u:res,"rules, and., regulations 
established by the interstate .pipeline-/ . subject to 
the review and approval of the FERC. 

2. Excess Capacity: Intersta.te· pipelillecapacity in 
excess of the core and core subscription service 
shall De availal:>le for broke'ring or'r,elinquishlnent, 
at the LOC's option ,and subj:ect to· LOC reasonableness 
reviews. 

, . 

3. Un)l,sed Reserved' Capacity:: Tbe LOCs' sha-l'l use best 
efforts to market any unused interstate pipeline 
capacity that has been reserved for core or core 
SUbscription, .service, W'ithbrokeril'lq' revenue being 
credi ted. against the cost .. :of· providing' core or core 
'sUbscription service', as 'appropriate'. 

IV. 29sUity of Serv:ic~ 
" ' 

The provisions of this section apply to intrastate 
transmission serv.ices provided by the.LOCs. ' 

" .-', 

A- D¢initigDs ,~". " p 

. . . 
~.:: Defin~ion-9f NOneore transmission 'S~c~: Noncore 

transmission service is defined as the daily 
redelivery of an amount of gas by,anLDC to, a noncore 
customer's facilities or to storage for the 
eustoxner"s account, such amount being" the:'aInount of 
gas tendered to the LDC on .behalf of the customer at 
receipt points into the LOC' s·· system. ' .," 

' .... , 
a. pelive:r;:yto S;torage: Noncore transmission 

service shall include redelivery to storage for 
the customer's account only if the LOC offers a 
storage program authorized by theCPUC and the 
customer has arranged· for storage ... wi th the LOe. 
Noncore transmission service sba.lJ: ·.not be 
considered. to be interrupted.. , if the amount of gas 
tendered for storage exceedstapplicable 
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limitations on the"LDC'sability~to accept gas 
,for the customer',s'~storage, account • 

. , , 
, .' '0' 

2., DefinitionotFirm Noncore ~nsrnission Service: 
Firm noncore transmission' service. is defined as 
noncore transmission service from interstate 
pipelines,. from~,California intrastate sources of 
s~pplywhieh are directly connectod to the LDC's 
system,. or from storage facilities on the LDC's 
system which is provided in accordance with the LDC's 
priority of service rules and any applicable LDC­
specific standards for fim noncoredtrans:mission 
service .. 

3. pefinition of Interruptible NoncoreTran~ission 
Service: Interruptiblenoncore ,transmission service 
is defined as the redcl±veryof,gas by the LDC to a 
noncorc customer on a best efforts basis, subject to 
theLDC"s priority of service rules; 'suc~ gas having 
been delivered to rece.ipt points on,the LOC's system 
for the customer's account from interstate pipelines, 
from California sources including sources connected 
through interutility transmission service, or from 
storage facilities on behalf of that customer. 

.. .. 
'Xhe priority of service on a ,j:urisdictional LOC's system 

shall be revised to be as follows: 
" ..... , r ,'" 

, l~; ,~, J?r'iori tYl core, service;:. '" 
n, ,"-'A-­

',_.,,' 

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

z. ,Priority 2A core ':SGrvice;: \ ~" ,," 
) ....... -: , ' ,.... , " "r ~. \' .', " \ ,," ~:, 

3.-Firm nonco;re,transmiss;ton .. service': : ",-' .... ,'. 

·4 .• 
e,'" "'-" ,~).~., ,...- ,,- ". " .• i,.,~',~'~:,.::':·' 

Intemptible.nonco'retransmission.service. 

c. order of service 'Interruption .•.... 
.,' " 

1. Interruptible Noncore Transmission-Seryic~: 'Xo the 
extent operationally 'feasil:>lc·,. Dc'fore, interruption of 
firm noncore transmission service~ LOCs shall curtail 
interruptible noncore trans~ission serviee_ 

a •. Percent of De1'aultRate: Such., eu...-tailment shall 
l:>e, on a "percent' of .clefault rate'" basis, with 

. customers who pay' the- lowest' percentage of 
default rates being curtailed first. CUsto~ers 
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paying:. the' same percentage . o·f ' default rates shall 
:be: curtailed' on' ,a "pro::'rata ~asis . with the 
exception that utility electric generation (UEG) 
loads shall ·:be·· curtailed' .prior·' to .cogenerator 
loads pursuant,to D .. 90-09-089~'as.:modified. 

,-. 1 co. ". -, ," ••• ", -

b. Comp~nsa:tion: 'Itcurtailmento·f, interruptible 
noncore·transmission service ,results'in 
involuntary diversion of an ,interruptible 
customer's'gas, (i.e;.;,the,transport'gas is 
delivered 'to, the LDe receipt point,with the 
'interstate but not delivered to 'the transport 
customer who caused the gas to ,be' delivered to 
that point) the LOC shall compensate the 
interruptible·customer.in<accordance with the 
provisions,setforth,below regarding:compensation 
tor involuntarily cliverted gas. 

c. Ex9nomi~ Diver~;i.on: . LOCs shall·,not:use such 
involuntary diversionas'a supply option for 

. economic purposes., ' 

d. voluntary piversion: ··The tocs' may~O:ffer to 
purchase flow:ing, supply from interruptible 
intrastate noncore shippers, provided that the 
price paid tor gas that is' 'thcr~by,di verted . does 
not exceed the price paid. for involuntarily 
ctiverted gas. .. , . .. ','. 

',: I • '-:' . 

2. Firm Hon~ore transmission ~ety~: Firm noncoro 
transmission service.shall be interrupted, only if 
necessary to maintain service to core customers. 
Such interruption shall be·.:etfectecl through ·the 
diversion of gas supplies from firm none ore shippers. 
VolUIl\oS diverted "from: ~tirm· noncore<shippers -shall :be 
purehased through (1) voluntary core protection 
purehasearrangements and' (2) invol unta'ry divers ions. 

a. 2QlJmtarv Core, Pro:tecj;ion " PUreb~se'~rrnngements: 
The LOCs may enter into voluntary core protection 

. purchase arrangements with. noncore' tirm-shippers 
to provide a source of supply for core 
requirements. , . 

. . ... .... 

Price: The price paid. by an Loe tor voluntary 
core prote.ction qas shall: be' determined through 
neqotiation with. tho:customer, subject to a price 
ceilinq ot150%: of .monthly weighted average cost 
of gas (WACOG-) .. ·' , .: , 
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Purehas~ Segu~nc:~:· Gas that' is,maci~ available to 
toes through .voluntarycoreprotee:tlon purchase 
arrangcmentsshAl.l,bepurchased: on· a leAst-cost 
basis, with l,east expensive, ,supp'li,es beinq 
purchased first, to the:·extent-operationally 
feasible.. . 

, ,.'" \ ' .1 I 

InvQly.ntarvO). versi.Qns: .. 1'0, the extent thAt 
vol unta,ry core protecti~n purchases are 
inadequate for core protection, the LOCs shall be 
authorized to divert gas supplies from fir:m 
noncore transmission service customers: 

:et:o Rata: Such diversions shall be performed on 
a pro. rata: basis. among fi:z::m·noncore shippers with 
the exception that UEG loads zhall be curtailed 
prior to cogenerator loads, pursuant-to 
O.90~09-089, as.modified~ 

~~ti9.n:. The LOCs- shall. rotate' diversions among 
. firm noncore transmission service customers. 

compensatiQD: It a firm;noncore transmission 
service customer's gas is involuntarily diverted, 
the customer shall b~.compon$ateQ.bytb.e,tOC.in 
Accordance with the provisions set forth below 
regarding compensation; for· involuntarily diverted 
gas'. . . 

t.l 

A;&9Jl.!~lCL..J,J,;.v~~1...9..tI : toes sha 11 not usC! such 
involuntary diversi.on as- a supply. option, for 
eeonomie purposes.·, .. .. . 

~ :t.9CP~:\within-,one(l)business day 
following the initiAtion of any involuntary 
diversion, the, LOCs., &hall notify. the: CPO'C of"the 
diversion. . 

e. ~&E' $: Elscttic ocpanl.U.iD.t::, The ,.' above provisions 
concerning voluntary coreprotection",'purehase 
arrangements and involuntary. d.iversions shall 
apply,. as,-appropriate, ifPG&E interrupts fir:m 
noneore .. transmission, service to the PG&E's 
electric department. ' 

Elling Regyircment: Any voluntary core 
protection purchase arrangement· with PG&E's 
electric :departmerit shall bc tiled with the 
commission as an advice letter. 
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3., Corn~nsation fQr IOvo1\u;rtarily piverted Gas: A 
noncore transmission service customer whose gas is 
involuntarily diverted shall be :pa',id' the higher of 
(l) the cost of alternate fuel or'replacement energy 
used by the- customer during the 'diversion plus 
associated transportation costs actually incurred by 
the customer, (2) 150% of the LDC's _WACO,G for the 
month in which' the curtailment occurred, or (3) the 
customer's actual co_~t 'ot gas-. ' 

a-R~~sonableness: , compensation paicl for 
involuntarily diverted gas in 'accordance with 
these provisions ~hall ~c presumecl to- ~e 
reasonable: in CPOC-proceedings, provided that the 
diversion was a prudent ut'il'ity .action. 

b-. &1s!U: The LDC has the riqht to audit the 
customer's alternate fuel 'or'replacement energy 
costs, the customer's actually incurred 
transportation costs, or the customer's actually 
incurred cost of qas. In' the event of -
disa~reement, these costs Shall ,be determined by 
bindlng third party arbitration. 

\' ; 

D. Operational' Provj.sion§ 

1 ~" IQad Bal;w.~Dg:· The' LDe:: ~hall provide the necessary 
hourly load balancing each day betWeen supply and 
demand.. 

2. Shortfalls from Confirmed NominMiOns: Shortfalls of 
scheduled interstate qasdeliveries shall be applied 
first to interruptible intrastate shippers, then pro 
rata among firm'shippers.' 

E. S~s-~:(ic fkoyj,Sl.2rue 

1. ~ertormance Standard: Pursuant to,Item E.2 ~elow, 
SoCalGas may offer a,pertormancequarantee under 
Which SoCalGasshall maintain or improve the 
facilities needed'to provideflrm noncore 
transmission service without'more'than one 
curtailment episode 'per 'customer' during any ten-year 
period. -, 

a. peflnition:', "orie curtailment ,episode" is defined 
as b~inq 'not 'more than 72 consecutive hours 
(three days) :offull' cut:tailmen~" ;'or the 
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volumetric equivalent'c.! 72 hours :o'/!:, full 
curtailment'- spread throughout'afive';day p(:~riod .. 

. "."' '.':'" . , " '" . ,~\ 
b-. ~atioD: / -SoCalGas:', shall rotate' curtailments 

amonq firmnoncore transmission service customers 
in order to minimize the number c.t! curtailment 
episodes experienced by any ,one customer. During 
the ten-year period, all UEG loads shall be 
curtailed at least once :be:fore anycogenerator" 
loads are curtailocl.- If the performance;"", ,', ' 
guarantee in E.2' is'suspend'ecl or not"offered:" all 
UEG loads shall :be curtailecl before any _ 
coqenerator loads are curtailed pursuant" to. . ' , 
0.90-09-089, as me,clifiecl, ana purs,uant to this 
decision. ' 

2. ~fo:cnanceGuarantee:, If a customers-utfers 'more~ 
, than one curtailment episode" in any ten-year' per:tod-, 
then SocalGasmay" by way o·f, "tariffecl; 'offer'ing:, ,'" -
provicle the customer with a Service InterrUption " 
Crcclit equal to $2.50 per ae:Katherm of gas c1uring the 
curtailment episode. ~.' , ' 

a. Maximum' credit: The'maximum'Service;, Interruption 
Creait obligation of SoCalGas in any calenclar 
year will be $5 million. It! SoCa1:Cas"cUlnulativc 
credit obligations. to. customers exceed: this ",",' 
level, such credit o:bliqations will be'prorated 
so as to total $5 million. ",- , 

b. l«:cov~ry of credit.: SoCalGas shall notsoek,' 
recovery of Service Interruption credit payments 
in its rates. ,. " ' '-'" . 

c.Force Majeure:, SocalGas.shall:not be':reqUired to 
-, provide the 'Service Interruption credi t:'for . ',,: " ' " 

, curtailment episodes that are the direct' result:' " " 
ot force majeure events. ,.. '" "_. 

d. Negotiati2D: ,SoCalGasand ,'interested, SoCalGas 
customers agree to negotiate in good ta'j;th 'a' , 
mutually acceptable :force majeure provision ana a 
provision regareline; suspension of the Service: .. 
Interruption crecli t, in certain scheaulea:' 
maintenance interruption situations. 

3. Service to SPG&t: SocalGas,and SOG&EsnaIl operate 
as indepenaent gas systems to the' extent 
cperationally feasible. Noncore customers will be 
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curtailed by SOG&E or SO,calGas' to· the extent 
necessary to maintain' service 'to '·each LDC's own core 
customers. SOG&E or SoCalGas will not curtail 
noncorerequirements.to:scrve the core requirements 
of· ,the other except, as. provided bY': a mutual 
assistance agreement to. be ", agreed to by the two 
utilities. . :.< 

v. SOCalCas Pacific Interstate 
Transmission company/Pacific Offshore 
Pi~line company (P:CXS::O/PQ;ecQ) costs 

A .. ~ 

The difference between the PITCO,and POPCO total 
delivered cost of gas and a competitive price shall be allocated 
equitably. ,l'he portion that is allocated.'totheeorc'shall· 1:>e 
borne by the core through. rates as aeter:min0a by·thc'Co:mmission. 
The portion that is alloeatea to the noncore' shall: be' 'recovered 
through the, ITCS. ",' 

VI. B.~~ 

Rates for,bund.led core transmission service to end-use 
customors shall be calculateato recover (1.) the 'cost ot interstate 
pipeline capacity rcservea tor such service plus'(Z) the intrastato 
costs and transition costs that are allocated to, such service. 
Additionally, core procurement customers shall pay rates calculated 
to recover proeurement costs. 

B. J1b,01csal.c Core transmission. ~ . 

Rates tor core transmission service to wholesale LOCs 
shall be calculate~ to recover (1)'. the,cost incurred b¥ the primary 
LOC for interstate pipelinc'capaeity reserved pursuant to the 
request of the wholesale LDC plus- (2)' tho intrastate costs and. 
transition costs that are allocated to such service. Additionally, 
core procurement customers shall pay rates calculated to recover 
procurement costs. 

'. ' 

C. Wholcsa.lc 'OntIundlcdCore . ; 
~S-.n'~S~rv1c*: 

Rates for Unbundled core intrastate transmission service 
to wholesale LOCs ,shall: .be calculated to' recoverthc,'''intrastate 
costs and transition.costs that arc 'allocated to such ·service a.nd 
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shall exclude interstat~~ -pipeline demand 'chargesl',except ·to- the 
extent that such costs are transition costs. 

,,, j I. 

0.. Core SUbscription service· . . ,"., '/ ... 
.. ~ .," I ,,' 

", '" .. ) 
_ " .~. J ,. 

Rates for core s~scription service shall be calculated 
to recover (1) the cost of interstate pipeline capacity reserved to 
provide such service plus (2) the··intrastatecosts:and·transition 
costs that are allocateo ~o such service, incluoing transition 
costs that are allocated to such .. service- for recovery through the 
ITCS.. Additionally, core subscription.' rates 'sha:llbe'calculated to· 
recover associated core procurement. costs •. 

1. piscounting: Core sub·scription. servi-~e ,rates 'shall 
not be discountable. 

,'·f· \'/,' 'J : .. ,' ..... , . 
2. Rate Sj;ru.C:tur.e: The structure ot core subscription 

service rates shall be a xnul ti-part ·rate:des.igned to· 
recover all allocated costs, with all interstate 
pipeline demand charges ··and potentially, some portion 
of intrastate costs being: recovered, through a fixed 
reservation fee. 

. -
E. :9)))j)w;u;Ue4 ..Non~:re Intrastate Transmi;E.Sion Service 

Rates for firm and interruptible unbundled noncore 
intrastate transmission service for end-use customers 'and: , .. wholesale 
LDCs shall be calculated. to recover intrastate costs,. including: .. ;'" . 
transition costs that are allocated to- such service: for recovery 
through the ITCS. ' . .. . 

• \ :' ." '_., M, 

1. Pipeline Demand Charges: The· rate for firxn.'.and .': 
interruptible uMundledintrastate- transportati-on­
service shall exclude interstate pipeline demand 
charges, except to the. extent such ·costs·are '" 
transition costs billed through the ITCS. 

2. lnterruptiQle Default' Rate:', The' .default.rate for 
interruptible- unbundled.noncore intrastate. "':i'~ ,. .. " 

transmission sCNicc-, shall be calculated to· .be 
equivalent to- the fully' . allocated rate for firm 
unbundled noncore intrastate transmission service 
stated on a volumetric basis. 

3. Piseounting: Firm intrastate rates shall not be 
discountable. Interruptible intrastate rates may be 
discounted as appropriate. 
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F. Int~te Transi;tioncost surgarge' 

, ~ '. ~..... i I • " 

'_ :.\ hi •• ,. , .. 

~. '" "1 " 

The ITCS shall be a volumetric surcharge that shall apply 
to noncore customer services and shal'); serve to "recover"'various 
interstate pipeline costs. The ITCS shall not be subject to 
discounting ~ ., I ',' ,;' 

I,. " 

PG:&E's' electrie department shall: purchase gas' supp·J::ies 
separately from PG&E's gas. department"except that ·PG&E':s:gas.· 
department may sell gas, undercontraets existing as o,f·:',,:·: 
September l, 1991, to PG&E's electric department if such sales are 
required to avoid contract penalties." . 

V7I. ProvisioDs~or Qualitying Fa~lities COFs) 

A. .. Eligibilin ',:',:' <. r 

QFS shall be eligi~le. for core . sUbscription' 'service 
for firm. and interruptible' unbundled' ~noncore ::intrastate 
transmission service at the UEG rates for equivalent;'l'evels of 
service, including the ITCS. 

• I" "j' ','" .,'-;If, "t 

B. Interstate Servie~ 
, ~"J "' 

and 

QFs lnay obtain interstate 'service from any of, -the)·:~· , 
resources available to un})undlecl noncore customers.'( e'~9 .',' new,:' 
pipelines, brokered capacity, relinquished, capacity, or:':city-g"te' 
sales ~y marketers or producers). The LOCs shall notify . 
cogenerators of UEG interstate service elections at least five 
busines~ days before cogeneratorsmust .elect their'own ' 
transportation services., as:. set forth· in D.,90-l2-100,. ' 

c. Interstate service'- >:. ,. 
...., .. " ... 

Any discounted rates for interruptible intrastate 
transmission service otferecl: the UEGs must beo,tfe:red' to,·:: 
cogenerators.' TheLDCS shall- 'notify:cogenerators'o'!'UEG intrastate 
service elections at least five ~usiness.'days before·~cogenerators 
must elect their own transportation. serv,'ices, . as.··set'.·~forth in 
D.90-12-100. ' -'" -' 

:.: (" "~\, . 
. • •... , .... <,., .• " 

" I ~ .... __ ' ~' • I, • ~ 
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vxxx. BrQkering Inter~a~9 Pipeline C~pacitv 

A. &atlation 

Interstate pipeline capacity shall be brokered by the 
primary LDCs and rebrokered by assignees of brokered capacity in 
accordance with applicable FERC and CPOC orders, FERC brokering 
certificates, and approved FERC a~d CPOC tariffs. 

B. ~ 

The term of arrang~ments for long-term broke red capacity 
shall continue for a period o·f tir"," established by the assignor, 
not to exceed the earlier of (1) the expiration of the applicable 
FERC broke ring certificate or (2) the expiration of the assignor's 
rights to the interstate pipeline capacity involved in the 
transaction. 

Each LDC shall offer one-third of available capacity on a 
short-term basis whereby noncore customers may select firm 
interstate capacity for onc- or two-year periods. 

c. Allocati2nJ>roced:gre~ 

Each LDC shall first conduct an open season for core 
subscription service. Any remaining capacity shall be made 
available to all shippers, pursuant to other provisions in these 
rules. 

DC. Schedule 

Provided that FERC brokering certificates are effective 
in timely fashion, the LDCs shall assign interstate pipeline 
capacity in excess of core and core subscription needs and 
implement core subscription service and unbundled noncore 
transmission service in a manner consistent with these rules. 

(END OF APPENDIX B) 
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'FESSLER~ tOMMISStO~ CONCmuuNG:" 'It'is with~;me~~e:o{~~l~~ct: , 
, -, , . , ,. • , '", • ' ". ,~'i "'.' : T • I' ( :" >' ,. J ,.' ':. • " c' . , .. ~". '", t ('j ~' ; " 

that I join the' opiriion rind order of the COlnnUssi'on in this 'proceedmg. ,i My'concern ' 

stems from a subject implicated in our business this' day and 'which~ i :ariticipa~e:' Will ' 
• ~ , , ... • ~ , .. ', I" .. 'I' 

recur often in our future. The topic is a settlement agreement and the deference~' if 

any. which my colleagues and I ought to display in disposing: of the" public" S' busme'ss. 

In' the yesterdecade of the Commission "s'-affa.iri:our mis~ion 'wasirel'atively '",' ' 

straight forward. The entities subject' to , our jurisdiction were either monoPolies or 'tb6' " 
functional equivalent in their ability to' a~oid the discipline' 0'( competition.'" O~: task ' 
was to assume a regulatory role which would redeem the public interest by substituting' 

for the discipline of enlightened comPetition. In'pcrforrrrlng this taSk'we w~~~ guid6d' 

by statutory'provisions. Commission precedent. ana' decadesofcommo~;'la~ pro~ • ,,', 
, • r .. ~ , • • .," ,. 'I'" ''o , 

nouncement by courts in California and' our sister jurisdictions. 'In' such a climate' the' . 

concept of a settlement agreement'w:l..~·gi~en's'cant attention." Our tisk'waS to;':rormu'~' 
late a"decree not b:u'gain for an outco'me. " .,' ',' '" 

Mybrlefexperience reveals that I have been' asked to functio'n itt' a very , 

different climate. Most vividly exemplified in the field' of telecommu;lications .. but' 

mirrored in' other industries subject to our reg~iation~ the' modern 'task' is to're~~'xamine' .' 

the ancient assumptions respecting mo~opOlies~d'the potential"of c6m~ti:tion :15.'a ' , 
. , .' -{ , " 

disciplin:u-y force. The moment a "competitor'" is admitted'to the field the regulatory 

climate changes.: A Commission accustomed" to dealing'with\ndiviciu~i'charies; 

suddenly fmds itself assuming the role of a referee. An advan~_e beyond.".a,duopoly " 

merely summons: additional forces-each, with a real stake in, both:the substantive rules 

and procedural practices of a body such as ours. Unchecked.' th~~e'f~~~~~ foster an 

adversanal cli~~te more noted for he~t thanlfght.., 
" . . ' " . . '.<,r" \' ',J, 

, 'J:;; .:' " ",!;;',""J, 

l' 



A term presiding over a forum for hotly adversarial proceedings poses an e 
uncomfortable yet tolerable burden if. in the end, the public interest is vindi~i~cd~'B,~t:-! 

~ " .... ' I· .' 

the complications introduced in what some have termed the "new regulatory frame­

work" go f~. beyond an of~ens~ to < nun~e~s: ,.U:nl~s~ tl1~s~! ~n~~gie~" ~~ ~~:~?~~led~ I 
fear that ,our proceedings will beco,me, hopcl~ssly mired and our, chanc~s.p~ ani,ving at .. 

, ~ .... ..,' '. ~ . . • • ., , . , . '" , ,I , I ~ ,'I ." • .' • ,) " •• , , 

an optimal order dramatica.lly reduced. . 
• " " ,,' ' '" , ' ': " .... < ',' .. ., ~' ,,-, i.'; .• , "" ,~', 

Procedural disfunction is the more apparent casualty. Today, as in fonner times, 
< ' '" I ' . .,' • " <' .... I ," ~', t 'c I", : I ' . ) .' :;' ' •• "; ~ I .' • _ • : 

Commission ,proceedings dea.l with substantial economic questions and involve the 
, , " ,,' , . ,," , " ", ' ' " , ,',; ",' ~ . '". r'''· 

allocation of massive dollars whether measured in terms of present worth or future 
.,' < " .,,' , • , "' ",' " ;., ' • .' ::. " 

advantage. An unfonunate hallmark of the adversarial system. used in civil litigation 
. . . . ' ,. '" 

has already begun to characterize. our pr~ceedings .. Time is not a neutral factor. It 
.' , '.-', .. '" ,r' '. '", " I' I " " •• '. 

favors the interests of those who are advantaged by the status. quo. .Such pat;ti~s u;ade 
. ' , '. c' ' ,c." , • , " .. """" ',. ' /' 

on delay. The recent spate of procedural motions concerning. discovery, the battles 
, ., " " " " • I' I / " _i '",<, ,tf<:' ., 

waged over what is essentially quia timet relief" and the bids for interlocutory, appellate .. 
. ~' " , I' ' , 

hearing presage a near term future which no rationale decision maker could favor. 
I' " , ' "'" , • ,: ", I .",~' j _.:' • 

Such litigation tactics waste more than time., They deplete treasure, and .thus. ~acerbate 
, " " •• '" _ f , "," " " ', .. ', c.' j.. 'I , .... 1 I) • 

the advantage enjoyed by those interests able or willing to support .the fees of lawyers 
; " ,'" .,', , , , .,! ~ I, .~ j : ,01 ., I " ,'., ' , 

and the inevitable supporting litigation cast. An outcome dictated. by the, relative. 
, ~ ~ " I • • " • ' , • , .. : ., ' .'} , 

ability of a litigant to bear the corrosive forceso£ time,and the, costs ,of process may .. 
• .'. :. , '.' ~' 'k£1 .~,' ", .' , ,,' I / ."'. .' ' • • • + .. , \ .i 

advance ,the public good. but such a result would be. pure coincidence. ,The des~ctive 
, ,,', ',',. I , " I , .. , ".,'. I , , ,", I '" ,I' ,I ;., _,/,~,' , • 

potential of these stratagems in a civil trial are grievously magnified in our proceed- . 
" , I , , , ." . "", . - '". .'" 

ings. Unlike the tr:lditional trial court encount~rbetween two.adversaries, ourproceed-. 
, " ' c ,.,.' • ' ,', •• I.. " , , ' , J ,,,' \ c ~ .. , : j I ' ~., ' J 

, ' 

ings frequently. embrace a multitude of p:uties each a potential. font of dil:ltory ,t:lctics.1 
, 

, '" • ,'. , I,' .J ,;' .• :, ".,' 

" J, .•. 
, , ,' .. 

"". j .• )" \ . .' ~ ,. ~ "i ,I /. 

. IDle· service list in this proceeding-reveals, the prescnccof69: participants exclud-, " 
ing Commission staff. . 

" " " .I' , .' , .. , " ' '," ,j '-.' , ~.': .. ~,',,"~ f'I .,1 •. j : ,: .,,' - " ., ( i ~ " " 

At the October 23 Commission conference.I sympathized. with Administrative 
Law Judge Wheatland who was'faced:with'a raft of competing'motlonsfor summ:u:.y", 
judgment in a telecommunications dispute. I compared his task to that of an individu-

2 



, The' <iam3ge:is.not confmed·to'proceduci.l :obfuscation:. :l;ost-in :the: shuftle:isthe:; 

quest for appropriate'gener~lrules and their"optimal<specificapplication~ :Solutions: ":~,;::;, 

framed in 'Commission:precedent or even;statutory:content maywell:have:been: " 

functional in a ,bygone age. The challenge' of the: ,present is' to,' adapt lor :supplant these 

rules' ,in' a, process; which changes tactics, even·as.-it ,preserves fidelity ;to : the' ultimate" , 

goal of vindicating ,the public interett: ,An adversarialprocess. may generate: a broad " 

reexamination ofan industry with a resultant.articulation~o£ new'or·modified)rules~' '.' 

But -it is: more likely, to ' center.. upon rival bids;,ta-: employ :iU. suited. solutionS infurther~ . 

ing short-term ·advantage. j. I' ., .',.' ,~,.,"'.. ,.,' 
i· ',/ ~.';. '.J ~..., , • 

. , There is: an alternative .. lithe· Cotrimissiol\;canlfoster a ,cooperative (attitude ~ :'"~«:: 

toward problem solving we may' achieve substantial ,procedural, economies: while, :.;. " " ':.; 

enhancing our. ability to fashiongenew rules.and specific outcomes' whiclL gU:ll'd the·'.",": 

public advantag~.· Broad participation,.settlements,: such· as the.' one. tendered in;this '. '. ',' 

proceeding... afford, us an opportunity, to, break out of the" trial. type :litigation mould~; .. ' ,. 

Producing 4; .regulatory·climate : which: will ·foster such 'behavior will. not be; easY'.given:. 

our ultimatedecision·making..responsibility.:· '/',,~, " .. ' .. ;.;; ,:;~: r':.';:, ,: .• 

. ,Two factonare.clem-Iy in tension ... · Our challenge. is tobalancethe~:;:Firs~·the;>. 

members, of this Commission may not surrender. ultimate· regulatory: responsibility: ;to·:, . ,; , 

the very persons whose actions or inaction: are affected with a' public interest.:.,;Secon¢·;, 

for a settlement forum to be productive the p:uticipants must envision; advantage as a 

consequence ofopen,:md committed participation. Excessive deference. woUld: betrayr: , :, 

our public 'trust. Refusal ,to value a'settlement,agreement . .would,deprive:.the;:parties;of:; 

any-incentive·to negotiate:in good faith.. In a'worstcase scenario.,our:us~ of"altema-·,.:~ 

tive dispute resolution. machinery with routine 'indifference to·its suggested.conclusions···. 

would-:leave parties: with. only two " altematives~ ~They could, either. posture' for. pOsition: . 
. I, " ,.",., _ .. •. "\1',: ,",. ' .... : .... "" " 

. ~, '.' I.j \,' ,1.1 ... 2 I_,i, ".0''''''''';'' •.. ", •. _,.' .. ' 

. 'a1. :clw'ged, with crossing a.' mine: field.; while jugglmg live handigrenades; and herding;'.', ~> 
cats. C.87-01-00,7. The imagery was borrowed from Assemblyman Ross Johnson who 
used it to desen'be·hiSn:a'ction, to: being; deposed by his colleagues. as'a"lloor'leader. '·',1 :;. 



in· an .eventual trial,;:or, procrastinate; in, efforts.:.to,.prolong: a; preliminarr-:process;.. :For 

each participant the election would:be, dictated '.by the impact,of. time.: ;:, '; ,; \';;,,', > " ",: 

It is'in·:this:context,and,speaking,only·formysel£that:Lannounce\a~:W:i:llingness'.': 

to defer to the' terms' of a settlement which satisfies; two criteria·a. First.,.that the: /l " 
.: ,". r, 

settlement commands; broad support among .participants who·we believe: fairlyreflec-:. 

tive of the affected interests.. ·Second,;.: that:it does not: contain: tenns: which :contravene 

statutory provisions or prior Commission decisions;: If.tbe·settlement:does notconform: 

to the flrst criteria... it will have littlcpersuasive force ,inmY'deliberations: ·ILit,passes::·'· 

muster under the fU'St. but contains tenns which transgress statutory ;provisions; or, ' 

Commission precedent, 1 will ,be confronted :witha different problem.: It ma~'be:hat 

an obsolete rule;is; .theproblem. Yet it is obvious. that there' isa distinction:. to(be made:" 

predicated upon- the' source of the rule. My, oath of 'office obliges. me: to. cmy out.the: ' 

terms of any applic:lblelegislation~If,antiquated,:statutes are to'berepealed:or;,",', ,. 

amended the task is that of the, California, Legislature. Commission. 'precedents ;are '" ' 

committed to our custody. We may modify or abandon" them. but parties proposing, ' 

such a step must understand that they have the:burdenofconvincingime.that.·suclta; " " ' 

change is: Clearly required lest-the public·advantage:belost.· I£change,js.;beyond'iny 

authority or conviction, I will defer'to the ,parts or provisions of. a: settlementwhich; do; 

not transgress a controlling ,statute .or sound precedent. ' .. ' " '., ,",'1 ~: " ,.: '/; ","',::' 

I have applied, this methodology' to the instant controversy. :1 am': satisfied, that, .... 

although, it didnot.col'llm:llldunanimous allegiance. the: settlement: ;agreement was. '.;: :;., " 

broadly supported ,by: a cross section: fairly:representative of the 'many;implicated(,;i 

interests... My problem. is with the second,criteria.. : 'The ,settlement' s,attempt;to; preserye ,. 

the "Access· Agreement" was· clearly: at'variance' with priOtCornmissiondecisions. :! ' ,. 

which had announced' a. different implementation 'agenda .in ·the, context of a: clearly~ •. ;" ',/ i 

articulated identification of the public interest. Like my colle~g~~~,.I.~3:Y~E~~~~_n __ .. _". 

convinced that the public' interest requires ,an abandonment of those·.precedents. In 
, .. , . :,.,,>' " '\ . ,'!,'/':,/" ,!".": .,'\, .. I~ •• ,{;:;'.<.'·~ .,.;::"! 

such circumstances~ I have joined, in an order which, ,with,minor"modifications, accepts 
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the balance of the settlement agreement while rejecting that controversial provision. 

In closing .. I note that the use of multi-party regulatory negotiation has been 

discussed in recent literature,.2 and been used on an experimental basis by our sister 

commissions in a number of states.3 The "workshops'" which this Commission has 

utilized in recent years obviously fall within this experimentation. In the months and 

ye;rrs to come I look forward to working with my colleagues and the broadest possible 

variety of parties and voices in refming what I instinctively perceive to be a superior 

approach to discharging our responsibility. 

/s/Daniel Wm. Fessler 

Daniel Wm. Fessler 

November 6,. 1991 
San Francisco .. California 

2See• L:1wrence Susskind. R(gulatory N(gOlialiofl at th( Stat( anti Local Levels. 
DR FORUM. NatioIUl Institute for Dispute Resolution. p. 6. January 1986. 

'Ido 
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FEssLER, COMMISSIOl'l'ER, CONCURRING: It is with a measure of reluctance 

that I join the opinion and order of the Commission in this proceeding. My concern 

stems from a subject implicated in our business this day and which. I anticipate. will 

recur often in our future. The topic is a settlement agreement and the deference. if 

any. which my colleagues and I ought to display in disposing of the public's business. 

In the yesterdecade of the Commission's affairs our mission was relatively 

straight forward. The entities subject to our jurisdiction were either monopolies or the 

functional equivalent in their ability, to avoid the discipline of competition. Our task 

was to assume a regulatory role which would redeem the public interest by substituting 

for the discipline of enlightened competition. In performing this task we were guided 

by statutory provisions, Commission precedent. and decades of common law pro­

.nouncement by courts in California and our sister jurisdictions. In such a climate the 

concept of a settlement agreement was given scant attention. Our task was to formu­

late a decree not bargain for an outcome. 

My brief experience reveals that I have been asked to function in a very 

differe~t climate. Most vividly exemplified in the field of telecommunications. but 

mirrored in other industries subject to our regulation, the modem task is to Ie-examine 

the ancient assumptions respecting monopolies and the potential of competition as a 

disciplinary force. The moment a "competitor" is admitted to the field the regulatory 

climate c~anges. A Commission accustomed to dealing with individual charges 

suddenly flIlds itself assuming the role of a referee. An advance beyond a duopoly 

merely summons addition:l.l forces each with a real stake in both the substantive rules 

and proced~ practices of a body such as ours. Unchecked. these forces fostet: an 

adversarial climate more noted for heat than light. 

1 



A term presiding over a forum for hotly adversarial proceedings poses an 

uncomfortable yet tolerable burden if. in the end. the public interest is vindicated. But 

the complications introduced in what some have termed the "new regulatory frame­

work" go far beyond ~ offense to manners. Unless these energies are rechanneled. I 

fear that our proceedings \Vill become hopelessly mired and our chances of arriving at 

:m optimal order dramatically reduced. 

Procedural disfunction is the more apparent casualty. Today. as in former times. 

Commission proceedings deal with substantial economic questions and involve the 

allocation of massive dollars whether measured in terms of present worth or future 

a~vantage. An unfortunate hallmark of the adversarial system used in civil litigation 

has already begun to characterize our proceedings. Time is not a neutral factor. It 

favors the interests of those who are advantaged by the status quo. Such parties trade 

on delay. The recent spate of procedural motions concerning discovery. the battles 

waged over what is essentially quia timet relief. and the bids for interlocutory appellate 

hearing presage a n~ term future which no rationale decision maker could favor. 

Such litigation tactics waste more than time. They deplete treasure and thus exacerbate 

the advantage enjoyed by those interests able or willing to support the fees of lawyers 

:md the inevitable supporting litigation cast. An outcome dictated by the relative 

ability of a litigant to bear the corrosive forces of time and the costs of process may 

advance the public good. but such a result would be pure coincidence. The destructive 
" 

potential of these stratagems in a civil trial are grievously magnified in our proceed­

ings. Unlike the traditional trial court encounter between two adversaries. our proceed­

ings frequently embrace a multitude of parties each a potential font of dilatory tactics.1 

lThe scxvicc list in this proceeding reveals the presence of 69 participants exclud .. 
ing Commission sbff. 

At the October 23 Commission conference I sympathi7..ed· with Administrative 
Law Judge \Vheatland who was faced with a r:l!t of competing motions for summary 
judgment in a telecommunications dispute. I compared his task to that of an individu .. 

2 



The darn:l.ge is not confined to procedural obfuscation. Lost in the shuffle is the 

quest for appropriate general rules and their optimal specific application. Solutions 

framed in Commission precedent or even statutory content may well have been 

functional in a bygone age. The challenge of the present is to adapt or supplant these 

rules in a process which changes tactics even as it preserves fidelity to the ultimate 

goal of vindicating the public interest An adversari31 process may generate a broad 

reexamination of an industry with a resulta.nt articulation of new or modified rules. 

But it is more likely to center upon rival bids to employ ill suited solutions in further­

ing short-term advantage. 

There is an alternative. If the Commission can foster a cooperative attitude 

toward problem solving we may achieve substantial procedural economies while 

enhancing our ability to fashion general rules and specific outcomes which guard the 

public advantage. Broad p:\.rticipation settlements. such as the one -tendered in this 

proceeding. afford us an opportunity to break out of the trial type litigation mould. 

Producing a regUlatory climate which will foster such behavior will not be easy given 

our ultimate decision making responsibility. 

Two factors are clearly in tension. Our challenge is to balance them. First. the 

members of this Commission may not surrender ultimate regulatory responsibility to 

the very persons whose actions or inaction are affected with a public interest. Second. 

for a settlement forum to be productive the participants must envision advantage .as a 
., 

consequence of open and committed participation. Excessive deference would betray 

our public trust Refusal to value a settlement agreement would deprive the parties of 

any incentive to negotiate in good faith. In a worst c~ scenario. our use of alterna­

tive dispute resolution nuchinery with routine indifference to its suggested conclusions 

would leave parties with only two alternatives. They could either posture for position 

al durged with crossing a mine .field. while juggling live hand grenades and herding 
cat ... C .. S7·01·007. The imagery was borrowed from A .. semblyman Ross. Johnson who 
used it to describe his reaction to being deposed by his colleagues as a :floor leader. 
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in an eventual trial. or procrastinate in efforts to prolong a preliminary process. For 

each participant the election would be dictated by the impact of time. 

It is in this context. and speaking only for myself. that I announce a willingness 

to defer to the terms of a settlement which satisfies two criteria. First. that the 

settlement commands broad support among participants who we believe fairly reflec­

tive of the affected interests. Second. that it docs not contain tems which contravene 

statutory provisions or prior Commission decisions. If the settlement does not conform 

to the fltst criteria. it will htlve Httle persuasive force in my deliberations. If it passes 

muster under the fll'St. but contains terms which transgress statutory provisions or 

Commission precedent. I will be confronted with a different problem. It may be that 

:u1 obsolete rule is the problem. Yet it is obvious that there is a distinction to be made 

predicated upon the source of the rule. My oath of office obliges me to carry out the 

tems of any applicable legislation. If antiquated statutes are to be repelled or 

amended the task is that of the California Legislature. Commission precedents are 

committed to our custody. We may modify or abandon them. but parties proposing 

such a step must understand that they have the burden of convincing me that such a 

change is clearly required lest the public advantage be lost. If change is beyond my 

authority or conviction. I will defer to the parts or provisions of ~ settlement which do 

not transgress a controlling statute or sound precedent. 

I have applied this methodology to the instant controversy. I am satisfied that. 
" 

although it did not command unanimous allegiance. the settlement agreement was 

broadly supported by a cross section fairly representative of the many implicated 

interests. My problem is with the second criteria. The settlement·s attempt to preserve 

the .. Access Agreement" was clearly at variance with prior Commission decisions 

which had announced a different implementation agenda in the context of a cle:u-ly 

::u-t:iculated identific:l.tion of thC public intercst. Likc my colleagucs. I havc not Qccn 
. ' 

convinced that the public interest requires an abandonment of those precedents. 'In 

such circumstances. I have joined in an order which, with minor modifications~ accepts 
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the balance of the settlement :lgre¢ment while rejecting th:lt controversial provision. 

In closing .. I note that the use of multi .. party regulatory negotiation has been 

discussed in recent literature.2 and been used on an experimental ba..~is by our sister 

commissions in a number of states.:I The "workshops" which this. Commission has 

utilized in recent years obviously fall within this experimentation.. In the months and 

ye~ to come I look forwa.rd to working with my CoUc:lgues and the bro:ldest possible 

variety of parties and voices in refming what I instinctively perceive to be a superior 

approach to disch3rging our responsibility. 

November 6. 1991 
S~ Francisco. Californi:l 

2SeC. L:\wrencc: Susskind. R~guJalOry N~gotiolion at lh~ Slal~ and Local w~ls. 
DR FORtJM. N:ltion.ll Institute tor Dispute Resolution. p. 6. Janu:uy 1986. 

'J/d. 
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