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DfC,2 3 '~1 . 
Decision 91-12-054 December 18" 1991 

BEFORE XH£, PUBLIC UTILITIES, COMMISS"ION OF THE'" STATE, OF:' CAJ:"IFORNIA 

Ord.er I~st1tut:i.ng Rulemakinq o'n"the':' ' " "rn.!'W!Q ~~'~\ Hr~:"f~H; ,:, :,'~I;,::. 
Commi·ssion-'s.':ownmotion ,to "change , , ,V", \JLJ: "," ~. UHdWLb" ,,' 
the structure of gas utilitie~' ".) " " . - 2~008 ',' ", 
procurement'practices and to" ") (Filed February"7 ,"'1990)' 
propose': refinements 'to regulatory ,J" ')'.' , 

"','.,. , 
• , "'I r~ '. ' • 

framework for gas utilities,. , . ) " .." , , ') 

••. ":./'L· ". ··1.' 

" :t c. 
1/-'"'- ,. !' . ,.; (', ; ~. :,; , 

.... , ., J 

: i, I, , ,. I j ... ~ 

'rhis decision grants in 'pare' the petitio~' to~~ inodify 
Decision CD .') 90-09-089 ,filed by Southern Ca'l.iforn.ia Gas' Company' 
(SoCalGas) to change certain' rules:: re'garding standby eharges':'for 
noncore customers. We d.eclare that' the commi'ssion reserves' " 
jurisdiction to take action based ona more" specific proposal that 
SoCltlGas is directed to file~ TOday's decision Wi,ll'. apply only- to 
the' obli'gation to pay stanclby charges on SOCalGo:s' s' system for 
imbalances relating to the months of'OctoberthroughDeeember, 
19:91, 'as these standby charges have .. not'yet accruedas"of':~he'date 

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

of tod'ay's decision. 
Furthermore, this decision> does not now change' the' , .. 

obligation to pay those standby cha'rges, but' s1IDp1y reserves 
jurisdiction to review the obligati'ori'~to pay those charges'," so that 

, the ConUnission can consider whether or not ' i tshould'" approve 
alternative methods for 'customers t'o e'l'iminate' negat:i.ve':;':t~alances 
in 'their accounts. SOCalGas is d'irected:' to collect' st~:ndby' charges 
which shall be held in an interest bearing memorandum account, ' 
subject to refund pending further order of the Commission. 
SOCalGas' Petition :to ModifY 

On November 1, SoCalGas filed. a petition to modify the 
proe~re~ent rules adopted; in 0.90-09-089 •. Th~; u~i,~,~:ty ~:ek~~,to, 
relieve certain noncore customers of standby procurement charges 
that~' have, accrued' since' October.: 2"lst~ 19'9;1~: und.e'r~>i ts' 'imba'lance: , , 

J,- '. _, ._ .• ', ,_'" . ' '.". J . I' , " ,; • L'" ,( • ! _.- ;' '._ '. J."! ') ',u,I:' ~ ~'I'" \'. ' .... 

, \.- • -'""j' , 

" " "y ~. I • ;' - '. J. ;"':. ",". '"j '", 
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service :.tarif f: (G-1MB):': 
SOCalGas provides both .. standby serv:ic.e,~ .fo:: ,negatiye . imbalances ,". 

\ ' '." •• ... 1 I j .... •• ..' • ••• ...; 0'. ••• t.", ,,', •.•• ' • I ~' ... 

and ",buy-back service'" for positive'c:l.mbalances •. , , Standby-,se:rvice<is 
provided to.~noncore ~~stomers who, for~'whatever"rea'son:~':~:d6""nO:t have 
their own ga~ suppii~s delivered to,th~'m 'and th~~ebyre'~l:i~e': ,.'",.:'~ 
negative imbalances between their deliveries an.dtheir:'actu:a'l 
usage.. Customers who use less gas than they" dei'iver' to"the' s'ys'tem 
have positive imbalances, subje~t to.a different set of rules under 

.". -.- .. 
SOCalGas' imbalance service program. 

Standby serv'ice is. provided to noncore. customers who use 
more gas than they have delive~~dto' the ·system. '. When,~o~sore 
customers receive standby service they, in effect, ,use gas, ", 
l:>el~nging ,to othe~ noncore' customer~ or. from' the 'c'ore', po~tf~lio •. 

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

Pursuant to, rules effec,tive Augus.t 1, 1991" noncore customers. who 
\ • '. .' J,'" • ' .. _ _.' ' .. / ~~ _.' " • 

requ.ire standby services must. pay .150% . of the c,ore.weighted .average 
cost' of gas. (WACOG) as, a standby procurement char,ge ~ ~._ . H~weve~,' .. 

• ',. . " . " I. J • ., .,. '.1',' • , .. ,' . 

this obligation to pay 150% of WACOG only applies toimb~lance,s in 
excess of the 10% tolerance band.and only. if the. customer does not 

i • • • ...., • , ~. • " • ., 

reduce its negative imbalance to that point, by means of,: tl.='~ding. or 
withdrawals from storage, before the .end of the applicable 
imbalance trading"period. 2 soCalGasproposes that 'the standby -, 

• • '. • • ,.'. , " .~ '. ,_ . " " ~ .~ ... ,' • '. ... oJ.'. •• 

rules be changed to permit noncore, customers.who. have already, us.ed 
• • J " • ". , ' • •• ,I. ..J' . . .. 1 ',' '" •• '. '. '" ,,"' '.~ • 

gas from the core portfolio to repl,ace .i t., during ,the .winter, ... months., 
. . . , '.'''' .' •• _. . ~ ,'," • \ " 'w' ... 

between December 1991 and March 1992. SOCalGas would. relieve these 
, " • , , • j < • • • ',. ,,;, • ; • ~, 

cus:t~mer~. of,standby charges, in consideration, of these .~,',~n~ .~nd " 
transfers .... .... : I I " ("r, • r... .. ..... ~ 

........ , .... 1.). I.. ~ i ~ '" • .., ,' •• ' r 

1/.1 " I": ',' 

.1. •• " 
.. ,'. ", 

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

~"" .... ,-, ,-, ," .r·· ... .... :. ~_),.' ...... ' ~}' "'i'~""" ,\,,', .• ~. '-+~"f.--,,,.-"·'V'i·'·,\·,··-,fl··· 

l' '~he 'standby' service charge also' includes'a" brokera'ge'fee-~ ~" '. ,. 
",:,',:.' ..... If:;' ,'., ,.,,",:.,,~: ~~ "\·I.:~ ,.:. " ~ ... ~ .~". "'.> .:" ,~':: ·.t~:<):.Uh:~~)~--: ~":;.,:.,\ ... ~:·~',·:I.:) '_"\"'~ \,,'~ "fl " 

2" ~he, imbalance trading, period" allows.", f,or example,."a c,ustomer. 
who put' more gas into'" the system' than" it' 'used" Ca "cu'st'omer' with:' 'a'-' 
positive imbalance) to trade its positive imbalance with a customer 
who has a negative imbalance for the same month, at a mutually 
agreeable price .. 

-- 2. --
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. ·.5oealGas believes.'noncore, cus.tomers ',have ,":reqllired ~·,s.tanclby 

services due to, customer and ,utility. inexperience. with the-':rnew;' :" 
rules. It states' that ,standby .. services ,were"required because not 
enough~c.apacity.hasbeen availabletoA5.erve theneeds .. of.:: '·r: ~ .. " 
transporus.tion customors.. . It' 401150, .believes that.customera, choee ' 
notto,u;se .::s.vailable capacity on the 'l'ranswestern, system because: it 

.,'was expensive.. T', , .• :~,:.T ..... . . .. " . ,._, 

SoCalGds charac,terizes the.' .revenue' fl:om(:the' .s.tandl::>y 
charges as a, "windfall" ,to core .cus.tomers,,. s,tatinq ,.the •. ,core should 
not benefit. from 'the charges while. ,noncore customers were,",learning 
to . operate ,efficiently, under ,the new rul:efl.: , :", ,; "~" ," 

SoCalGas also propoees several re1ated .. provisions.,', 
including.4 change to the ,exis.ting, 'storage- banking ,program., 
SoCalGas.' :petition 'asked, for 'Commission :,action'bynNovember 20 ,,:-,:', 
1991. '" ,":'; 
Responses of :ew::ties :to SOCalGas' Petition 

Southern Cali:fornia~Edison,Company and'~Southern 
California Utility Power Pool and Imperial IrrigationOi:e.trict;" 
(together SCE/SCUPP)j.ointly,.filed,a ':.response to ,SoCalGas.':'petition 
in support of SoCa1Gast proposa1.,:SCE/SCUPPbelieves·the., standby 
charqos aro Hunjust and unintended", 'anciwore impoesed because ": 
SoCalGds' core purehases required, ,the' 'use of pipeline, capacity 
which would . have otherwise' been available to interruptible,',. 
customers., Broad Street Oil· and':Gas Company also '.supports,:the ," 
petition.: ,c. '.',,'~:' ",' < I,: '_.' 

, The Division of Ratepayer. Advocates (ORA) .:supports.. the" 
rule change for ,this. year only "and suggests SoCalGas:be"required. 

, . 

to provide information in. its:next·,.reasonableness<,review/,regarding 
the impact -of the __ ,program on .the core portfolio : cost of, gas. 

Arco Oil and Gas Company,. ,Chevron U.'s.A. 'Inc ... ,):.~Mobi1 . 
Natural Gas Inc., Shell Western ,E&P Inc." Texaco Inc., California 
Industrial Group, California ,Manufaeturers, Association·,and·,. .'. 
California' League of Food Processors·, (j,oint1y, Large.: Users)", Watson 

- 3 -
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Cogeneration Company (Watson)),' and-:·Cogenerators. :0£ .;.Southern 
California (esC) (believe :.the Commission . should :provi:de- '~X'el:ie-f ifrom 
the standby charges . 'but do ·not· supportSoCal~s' . proposal.. . They' 
ask the Commission to change . the s.tandby charge : .. for: .:the'(period·'in 
question from 150% of the WACOGto10'0% of the.:.:WACOGbecause,:they 
doubt.whethernoncore customers .willbe'able to, ,provide'in-kind i ' 

transfers this winter. Watson makes its request on .the;;b~,'sis that 
the cUstomer ·imbalances appear to have' occurred :because 

. (1)· SoCalGas' failed to notify customers onatimelY'basis th~t they 
woulcl not be receiving gas suppl,ies',and' (2):'SoCalGas: . improperly 
storecl core gas. Watson believes the' standby gas: SoCa'lGas ::provided 
to noncorecustomers would . not .' and could,.not ',have' been injected 
into storage for core customers uncler ,-any circumstances. ~:·.Philip . 
Morris Management Corporation·' (Philip 'Morris. )sharQ8- 'Watson,':s ' .. "., ' 
concerns that imbalances have been high due to SoCalGas' 
mismanagement. (.' "\.:". ,; ....... , 

. ·California Gas Marketers: Group .' (Marketers 'Group) does not 
opposeSoCalG4s': proposal but· states ',that the' :Commissl:on : should' be 
aware tha-e·approval of theprcpcsalw1.1l:d.1.sruptcustcmers~:gas· 
supply arrangements and perpetuate eoncerns4Inong,.:eustomers:.and;· 

mo.rketersthatthe Commission's gas. programs cannot',;be'relied'upon 
to allcw customers to make rationa-l.business clec.isions;· It:;states 
that the bailout of some nonccre customers --sends the' wrong "signal 
to. custcmers,. marketers, and. suppliers. ,who. mad.e l.nvo8-'tments!' and 
business adjustments to ensure their gas supplies wculd be"." " 
delivered. It ccmmentsthat ScCalGas has contributed, ·to the 
imbalanceprcblem. by refusing to prcvid.e "cperationa); in·formation ··or 
'timely reports onsuppliers"deJ:iveries.' -.,'" . 

The California ccqeneration Council (CCC) expres.ses. 
similar~ ccncernsregarcling ScCalGas". management -of· the· .new prcgram 

- .. 

and '. the fairness of relieving scme' ~customors of imbalance charges 
considering that others avoided· imbalances by' .,investing . time and : 
money 'to that end-. CCC argues the' Commissicn shcul'd' defer·::acticn 

- 4 -

• 

• 

• 



! 

• 

• 

• 

R.90-02-00S PME/anw * 

on the· petition' until after a. workshop.: is'. held. '; to;. explore:: \~C.: ".~ ,'1 .: 

imbalances and. other . program . problems.., ' . :: .. : ,. ';.' ~~;.'. ... ·::.:.1 ,'.' ... 

DiS916Sion ., ..y' . : ~ ", ; .',. , 

0 .. 9 0 - 0 9 - OS 9 provided .tha t : cu:s tomerS-., who requ'ire s tand.:by 
gas. service' from the utilities. would.~ pay:.'lSO'%" of··the-:core.::WACOG for 
purchasing 'go:s from the coX'eportfolio. ,The' purpose .of the,.'charqe 
was to discouragenoncore' customers f·romrelyinq., on. SoCa.lGas·, for. 
qas supplies-and. to assure that .. core cu:stomers· would not'·be harmed 
by sales ,to the noncore'w, The issue· of standby service,': was'>:~ ,. ' 
consid.ered at several j.uneturesin the ,procurement, rulemaking .. · , ' 

We believe that the current . imbalance' . si tuation,< may' 
derive· from, a variety· of: sources., One among them. is the: initial' 
administration under our new procurement proqram'.···. Some: prol>lems· 
may be due to administrative or other. difficulties 'of·,: SoCalGas and 
some may :be, d.ue to proqram participants"who either are-·tryinq to 
levoragethe systom to their advantage .or d.id.notad.equately· .. ::" 
prepare themselves.·to comply·with ,our rules. •. Anothe-r:alleqation is 
that SoCA1Gas changed its operational storage plan ,for'·the: core: by 
purchasing and storing more gas in the S\UNner, thanthe'.core,.,,;;:,} 
required' for winter. This, could have reduced· capacity· o.va'ilal:>le 
for noncore transportation eustomers.' I. _,' .. "\ 

We are also very-much awa%'~ that SoCalGas'petition and 
the responses of some parties ,,suggest· that SoCalGas>'may have· .. taken 
actions which' should. :be the', subj,ec:t, ·of a reasonablenes,sreview.' ," .~ 

For example,. SoCalGas suggests it has not moved customer ,,:gas .'a5 it 
was' required: to, and that it drew,·down. cheapcore.istoragC", supplies 
in order to serve noncorecustomers,:- potentially., requirinq::,the-eore 
to purchase more expensive supplies ,at·, A"late:r time;,: ' .. (,SoCalGas";:: 
own petition states it was able.to provide .standby,service-. only, .. :, 
because- it injected additional core-,·suppl-ies :into-"storage; .in~ order 

. to reduce "expensive .winter ,core, purchases., .• to. the: economic;, : , " 
benefit, of the core ... '· From this. we· infer that those:. eeonomi~. .,., 
benefits, may have dissipated. with, the use, ,of tha.t, gAS ",to:- .proVide 
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standby service-to noncore eus.tomer.s~) "-Wewill'!dispose: ,of~ any:- -', 
disallowance issues in the appropriate'reasonableness~ :review> rather 
than in this proceeding.;;,,::.,;:c 

-We-. are also eoncerned'because 'SoCalGas.",proposal could, 
in effect, requ:ire'the'core to purchase gas' from. noncore-customers 
at lSOt of the eore WACOG. ,We have 'no·, record noW' on ,which; to",,' 
rationaliz&. a" r~quirement that the' ,core pay,this 'priee 'for,' ga! and 
forego opportunities. to purchase qasat a' lower.price~:'We· are also 
uncomfortable effectively requiring' the'core' to purchase gas from' 
noncore customers when thereie not an emer.gency • ." ,More :facts are" 
neeessary to nw.ke sueh a determination .. ' We shaJ:l proeeed to gather 
the necessary facts. and-make a final,decision' on 'what type of 
remedy,to the negative imbalance stand:by charges" ,if,any:,:~.is,' , 

appropriatQ cased on', tho.t recorCi. ."" 
1'he pleaclinqs'sug-gestthat'some.imbalance charges 

occurred because core purchases. constrained eapaeity.whieh·would 
have otherwise, been available- ,to interruptible: eustomer! ' .. ' We are 

reluctant to waive standby service charges now for"interruptible 
customers who pay a reduced transportation rate· in exchange-for a 
lower priority service. Some interruptible' customers could have~. 

switched to alternate fuel! rather than,tak1ng,!to.ncl.by sorvice.· 
The petition also'raises severalfaetualissues· which may 

be subject to controversy. For example,.' did noncore customers 
foreqo the use of available capacity· in,' favor o·f 8t4nd.by'· !Service , .. 
as SoCalGas suqqests~ If so, were they~aking core gas· because' 
150% of the W,ACOG 'Nas s.:i.mply:cheaper th4n the gas they could go'l:. " 
elsewhere? Was eapacityscareer than. could have :been-antieipated 
by' interruptible eustomers who havG',:neqative imbalances?'"It, ·somEf 
eustomers- are permitted to· use' firmcorec'apacity to deliver, gas"to 
the-utility under SoCalGas.~proposect inkincl 'l:.ransfer program.,. what 
effect will this h4ve on other noneore customers.?-We- 4re·seriously 
eoncerned about ·this equity question:.' The: COmmi."Ss:ion.: adopted rules 
in this proceeding which, 'as a rulemaking, did not: rely.:heavily on 
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controverted'::ra.atters· of fact • ' .. In,:this.·peti tion"'~' SoCalGas; ...asks; for 
rule changes based on· complex. ,and.,:~-poten.tiaJ;lY'controversia·l~ ,matters 
of, fact. \."'.' ./. " '. , . ,": :.':,.,';'" 

While. SOCalGas characterizes the . standby :charg.es as ,a 
"windfal!." to the core, it provides no evidence-that existing rates 
are unreasonable or could not have ~en expected under: .the-."., . 
circumstances. We are aleo concerned. that relieving- noncore., 
customers of .existing charges might provide a winclfall· ,to customers 
who managed their gas purchases poorly or who, chose-to> take-· , 
e.tandby eervice rather than other avo.i14bl~ qlJe supplies.-.. : we. .. 
cannot, now: distinguis.h these customers from those who managed:· their 
purchases well and were required to purchase s·tandby ... serv.ices in ,.' 
spite of· their beet efforts beclJuse of·SoCal:Gas'. operat:i.onal 
problems or other roadbloeks.. While,we 'are sympathetic.t~ithe·. 
potentially innocent customers in this. dilemma,. the present:·record 
does. not permit· us to separate them' from .purchasers who- are.at ':. 
fault for their standby chargee... " 

Based on the record before ·us, we cannot separat~the· 
innocent players from those. whose iIrlbalances. are-of their,own, 
doing.. 'rho ultimate relief, .we may qro.nt." if any,' should . be 
tailored. to refuse relief to, those ·not· deserving: of~ it·.. But;, due 
to the newness of the program,. the':potentially:large dollar. amounts 
of ,the imbalances and theposs.ibili ty that. :there . maybe: no , . _, 
potential trading partners. .,with positive imbalances (due to lack of 
available capacity), we wish to establish a record and'have·the 
opportunity to, provide appropriate relief ,as.· to- the-.r,emai'nder of. 
the unaccrueei 1991 imbalancee." a8· ,long as, the core., is~ '. he,lei ,'. 
indifferent .. . ~ , . . ~ 

,.. "', 

We' believe there are affected. customers ,',who- took.tall.,·· 
reasonable steps ,to· ,assure 'delivery of, ,their· qas',supplies .. and. are· 

nevertheless. sul:>ject· to· substantial: imbalance standby:~charges .• 
However, we are 'unable at:.this time, to· provide.-:relief ,tC" ... the:se". 
customers as SOCalGas' and other .. parties .suggest, .. ;; ~l'he .-rules. -,adopted 

.. , .. 
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in. D .. 9 0-0 9 -0,89 presented " new opportunities, for:noncoreJ:cu;s·tomers :by 
'improvinqsupply securityanc:l'provid1nq,'more';options; for'·qas.> ' :,: 
purchasing. With these new opportunities, the rules presented new 
risks. SoCalGas" petition alone' does' not demonstrate·that the 
risks associated, with the standbyehargos are(:o·ither·unreasonable 
or could not have beenantieipatedas a resultof'implementing·the 
new rules. or existing capacity constraints.. ,. 

In sum, the limited. record we now have before· us 

demonstrates. that there may ·be problems which ·needsolutions with 
regard, to the initial operations o·f the SoCalGAs,procu'X'ement' 
proqram .. On the other hAnd,. thelimited:record,also demonstrates. 
thAt thero may bG problems with :the- :s.pecifi·c remedy SoCo.1G4s. is 
proposing or indeed, . with Any "other' general remedy =availAble·. 
Numerous policy considerations also weigh heavily in, our· 
d.etermination, tod'ay, especially considering the 'many unans.wored 
questions. raised by SOCalGas": proposal.. Butto·the,extent:we may 

• 

properly rectify inequitable treatment of customers. in our ·new :' • 
program"wa wish to- be responsive. Therefore, we wi'll;::investigate . 

the alleqD.tions'in the SOCD.1Gas petition further and:preserve·our 
option to take action, including. but·not limited'to a revision "of· 
length' of the trading period,the &1\ountof the' standby:;charge 'or 
adoption of an in-kind transfer' proqram,if further hearings .. : 
provide us with substantial justification for 'fashioning .. a remedy. 

SoCalGas'· petition raisesseveral·policy.issues:.which, we 
will consider in our final decision on, the ·propl:'ietY'.c>f providing 
relief. Retrospeetively changing our rules for·· imbalances :might· 
send the wrong signal to customers and competitors. ·Bus.inesses· 
have planned their gas purchases and operations with a-7reasonabJ:e 
expectation that the Commission will not change its rules 
retroactively.' While we cannot be certain whether SoCalGas"" 
request in this ease might harm, ,some·customers,· our,wil:lingness' on 
this one-time, extraordinary basis to, examine-,whether some~relief 
is warranted.- should not be 'construed· 'as a willingness, :on; :our '\part 
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to make: :retrospective. changes .. :to- ;rules, 'in.;the-:,.future-:,and.:create~ ,: :.' 
additional "uncertainty) for' ,:market~ ,participants. .... "W&1 :believe:.; (, ,,'.:,' >:: ' 

providing- ,predictable rules, on which: business: persons :can·,plan· ., 
their company.' s· purchases'.: is'.'. important:.: Werec091U;ze ,that) by.
opening up the possibility of"correetive",.me.asuxes: '.by :the;;_h ,::, .. ,.' 
Commission,: we. may create: add.itionalmaxxet .,uncertainty .. :,) It· ,is:,our 
intent that uncertaintY':be ,-kept ·to .a·,minimum-, and:. ::thatou·r:',staff·· " 
will work ,throughproblemsJwith: :affected" par.ties.',· It·~isi.,a·lso/ our. 
intent that the final relief we may fashion will not undo,(any,· 
trades or withdrawals: from'. or 'inj ections into. sto.rage-.·,: 

_ SoC41Gas' petition asks' .theCommission to:change:~its,:" .. 
rules both. as to. standby charges' -that have already ; accrued· and· :as., 
to stanc:!l:ly charges that have', not· yet accrued to-~ somenoncore; 
customers.. .Standby charges fora·.month·'s. imbalances·,~do,.not':accrue 
until the end, of the- applicable, im:balance trading.: .. period;OI;' ~We-., note 
that under Schedule- G-nm~. Sheet2l232'-G, Item .3,· C'Us,tomers. -are., 
permitted .. to. trade' imbalances ,based·.on a: trading-period which-· 
begins at 7.:00 a.m. on the 5th day· of the- month after. the-- mo.nth in 
which the' customer is noti:fied of· an.·imba·lance-, and"ends,on~,the-

20th day· o.f that mo.nth( or· ,the. firstbus1ness, day thereaf.tel:::: if the 
20th is a' weekend o.r holiday), at 4::-00 p.m. Customers',w,ere • .:':' 
notified of i1'nb4lances '.forthe- .month: o.f Octobe:t\,during>Novembe%" 
1991. There-fore, the tradinq period for· October imbalancee. :ie 
December 5 through ,December ,20, 1991 ... , No standby .charqes ·wi·ll , 
accrue· as, to. Octol:>er·199.l ·imbalances until. after. 4 :-00: p.m.:,;on 
December 20th. Standby charges have already accrued as to Aug.u:St:. 
and: -September 1991 iml:>4lances •. : . '.' , " . , • ,. ., i. 

SoC41Gas' petition, asks us·te> changei,ts, procu-rement:;,,,~~, 
program, in part for periods that have already passed. The request 
therefore raises questions about the rule against retroactive 

, 
ratemaking. Even where a retrospective change may not be. barred by 

the .. rule against retroacti vera temaking, . the- ,Commis-sion( S:. general 
polfcy is' no:t 'to au'thorize 'ra'te chanciesrelatirig' to a~ pa'st 'periOd' 

• • :,' '. I • r • _,' I , • " , • .,' .' ' t;'t~; ~'\' f. • 10.1 t'. : 

.. ,. , " " 
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unless· 'the. Commission.' ,has. ,prevJ.ously : authorized.J:a ter:.~ehanges.~:: <For 
example,' "the' Commission, often, permits.. ' previously, ineurred.·:eos..ts)~"to 
be reeovered in later rates.,::' but only cos.ts.:' incurred>from.,,;·a.nd '.after 
the date the 'utility 'was authorized: ~o·book·those: eos:ts.,-:-intoa 
memorandum or 'bdlaneing'aeeount~ "For' 'another' example'r; the .. ,'. "'. 

Commission· 'on oeeas.ionw.ill ,make' a:utilitY'·s.rates:: subj.ect to ' , 
refund',for'~ s.pecified: .purpose·, :but".therefund.provision:will only 
apply from:,ancl. after the Mte·'o·!, . the; order 1'M.king',:the~:rates.',subj'ect 
to refuncl~~ " ,.; .. ,' ! ,." '~':. ' ••. 

Here, SocalGas.: and'; the parties.:'responcl-ing·'to·,its..' proposal 
are recommending' alternative methods., . other' 'than: payment of 150% of 
WACOG, for 'eliminating· a customer"g;"negative':im):)alance in:, excess. 'of 
its lO%. tolerance ~nd. The obligation: to pay. 15·~ of> WACOG',as 'a;' 
standby charge tor excees negative ':imbalanco8:' d09s'not accrue until 
the' end of, the imbalance tracling' perioct'.. Based on our· above-s.tated 
policy, 'we:: will· not grant . any, relief with, reqard·tostanc:lby .. charges 
that have-already become due because:the'correspondinq,imbalanee' 
,trading period has already passed,_ However ,the.: .trading period. for 
October imbalances does no.t expire until the 20th of,: Oecember at " 
4: 00· p.m. . Therefore , customers· who 'have 'not yet elimina.ted,the'!r 
excess negative imb4lances. from' -ehe month of October' do-: not· yet owe 
SoC41Gas 150% 0.£ WACOG as. o.f the date of today's decision';,." 
Accordingly,today's., decision will'authorize 'further review of, and 
possible changes to, the methodS:: ,'for' eliminating: excess ,negative',. 
imbalances from the months-of ·Octooor, November ,-'and: December;' ~ 
1991.3-· ',. ':',: ., , ,.: ':;", 

We are limiting our potentiaJ;'revis:ions,>to 'the:',end';of.;, 
Oecember 'bec~use the need' for relief allegedly arises:-'·from problems 

: .. ,' . ~ . r.\.') ,~. 'I ,. .~~, .,~ " ..... . , . \ ,.,. 
~ • • .. I < 'I ' 

." .. T 

'j, h •. ". >: .,' 

.3:" If' any party nevertheless': ,bel·ieves:that:·'such ·,relie.f· would ". 
violate the rule against"retroactive ratemakinq, . .:Lt, is.free .,to make 
th~t argument in the further 'proceedings to be conducted on ., .... ,' . , 
SoCalGas's petition for modification. 

- "lO~ -" 
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associated· wi th the StArt-up . of> SoCalGas-~'8 .. procurement~ program'"and 
because of our desire to limit the uncertainty that the potential:, 
for such changes.: mayeause .. ; Pending: our ' resolution:. of:·,whether to 
authorize alterNI.tive methods ·for· eliminating e?Ccess' neqativ&',",;, 
imbalances for those three months.,cus·tomers should' pay. .,the 
existing'stan~y charge (lSOt of WACOG), at the end~ of:·,the 
corresponding imbalance trading period;~: , If we authori2e::, ,';y", ;,: .'" 

alternative methods for eliminating excess. imbalances for;" those" '. 
three months, we will order a refund of those-. standby charges (with 
interest) to those customers· who are . authorized and ,able:: ,to'; take. 
advantage of an.o.l ternative method •• ' For· months after.' December' .. 
1991, the existing program" of stan~y charges' will.,·continue .in: " 
place without change.4 .. : :;,," .. (".~\,;:',-" 

Afterconductinghearings'on~ the October. ·throu9h~", ". , 
December,. 1991 iml:>alances,we will determine what,:if'any.,~ 
appropriate steps need be taken~. We· .direct SoCalGas,. to 'f'ile:,a'~:" .. : 
specific proposal to deal with the Octobor through Oocomber":'1991~ ;' 
imbalances. In order for us to adopt the propos,al·,.-'i:t.:muS't:, , ' . .'-' ,,,, 
demonstrate that core'customers w.ill'not be· harmed by.the ,program 
because of reduced operational· flexibility .. FinallYi,i;f~.,cuetomers 
believ~ they have 'been unreasonably. harmed· ,by SoCalGas:' -' :actions 
causing. imbalances, they may' file . complaints: or propose '..I" 

disallowances in SoCalGae' reaeonablon0ee r~vi0W . 
. ;Findings of....Fact " " <', ,(; 

, .t'.~ .. ' 

,1. ,0.9'0-09-08:9' provided 'that customers. who;, :requ.i:x::e I~stand.by 
service will be charged '150%, of ,the: core' WACOG',.. once- the: i-mba1ance 
trading period, for a specific month expires.,if 'negative: imbalances 

,~ ': 

',:' ' , "., '. \:,,' '" 
:::" r .~ ~; •• ~:', .. :. ,:,:' t':- ,' ..... 

. "~ , 
_~ I , 

'.. ~' 
... I :. .:' I':" • ~ 'J' ~~) ;") 

4 The Commission, of course, may at some time choose to change 
that program prospectively, but does not intend to do so in 
response to SocalGas's current petition for modi£ication~ 

- -1];: '- " 
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greater-thAn; the "10%.: tolerance:eband::.,remain'.:in: the:: customer;',s~'x , ' 
account. . .!~·"'I'.",':'. , .... : :: ,:~:.'-~ .• ,' ,'; , ,,' ' .. '_' .'.' ',;;,) ,"I': 

. 2:~ So~lGas proposes that cu:s'tomers:; who , incurreci::standby:.: 
charges.., in' F~ll' 19:9'1 be permitted'. to provide gas.to':.. SoCalGasduring 
winter months in lieu of ,paying standby charges..' '. i:,,; .. :, ',; ;'. '''.. ' 

3. SoCa,lGas' petition.:!'raises~ several policy concerns:andi 
un",nswered questions ·reg",rding.its ~eeent' operations .,and~l~the 
reasons. that noncorecus.tomers may have. large neqative·imbalances. 

4.SoCal Gas. should file :a'speeifie proposal .to, remedy the 
alleged'problems:arising from the negative' imbalances for, .. the
months:, from. October 1991, through December 199'1.. This proposal,' 
should demonstrate that core customers will not be. harmed· ,by .its,:· 
operation and should not undo trades or storage transactions which 
have already occurred •. Hearinqs,and,briefs.should-explore the 
issues raised in. this opinion, as. to~' the legality,andfairness::ln, 
fashioning a' remedy as :to,·allegedlyexcessive'standby charges,,'for 
thiS. period.. e • , ," , 

" 
••• ' h 

, ,.~\., ~ , 

"1'. ,Consistent with the rule against retroactiveratemaking:, 
and'our 'po,licies., ,we wi,ll now. authorize· potential :.rclie£" only; .from 
standbyproeurement ch~rges- that: have :not,yet"acc:z:ued ,and: thAt .. -:; 
relate to imbalances. from. the months; o·f. OC1:ober ,through ·Deeember,. 
1991. ' " " ',: ::. ;',.,;:,,~', 

2. The Commission should grant in part SoCalGas,,.·.'-petiti'On··~to 
modify D. 9'0-09-08:9 by 'directing ,SoCalGas: to, file, a~"'speeific 
propo$41 for equitable ,relief from standby charges. "" " '.'~ 

3.' Until,hearings.-are.: held: and an. 'order, 'if any,: .i;s'9~anted 
as a result thereof, noncore customer!!! should. pay standby charges 
associated with October through December 1991 imbalances to 
SoCalGas which shall hold them in an interest bearing memorandum 
account subject to refund if so ordered by'this Commission • 

," \ . ' ....... "t:.' ,- ", " 
'.!' " # 

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

, ,'.',1 ·°'1 '. .~" 1; .. ',"" ".-, "" 
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. :",: ,;,4. Any 'dis4llowances:associated",with the,'Augus.t:':l, 19~91 

through December 31, 1991 procurement program shou-ld.:b,e· .. ·assessed',in 
SoCalGas' relevant 1991-199'2,~year' 'reasonablenesg."reV'iew". 

• '.- "j · ... ·.1. _ .. ". ," , 

, IT, IS. lIEREBY"ORDERED that: 
~.. " ,.... ",' t ,-, " 

1.: The Southern California Gas Company (SoCa1Gas ),' "petltion 
to modify :the:.procurement rules adopted in Decision (D. )'90'-'09:;"089 

, .. ,," 

is granted':in'part. "$oCalGas shall submit in this docket, no later 
than January' 20'; 19'9'2, a specific proposal to equi:tably' ,utilize,:.·· 

, . '", ... \ 

alternative methods (other than the existing 150,%-'0£ ,'WACOG\,payment) 
., • " •• ',0"\1 '", 

for eustomers to eliminate excess negative imbalances: 'in"their' 
, -

accounts arising from underdeliveries in October, November, and' 
Oecember 1991. Such proposal shall address whether an~ the extent 
to which core customers will be affected by the proposal and shall 
be consistent with Finding of Fact 4. Parties who wish to comment 
shall file and serve reply comments on the SoCalGa~ proposal no 
later than February lS, 1992. 

2. SocalGas shall collect standby charges for imbalances 
from the months of October, November, and December, 1991 under 
Schedule G-IMB, and place those charges in an interest bearing 
memorandum account, subject to refund upon further order of the 
Commission. 

3. In its reasonableness review relating to relevant 1991-
1992 period, SoCalGas shall provide information regarding the 
impact of the management of the imbalance trading program during 
1991 on the core portfolio cost of gas • 



R.90-02-008 PME/anw w 

A''': .In:,a.ll·.otber respeets':the;:,petition "to ,;.modi·fy';';.:ts .denied, 
withoutpreJud.ice:.: :"J:,~ t:",,: ': ~::::,~\ " '::[:.'1':" :.,:; '<?:'Y:: ,'"rJ 

This' ord.er is.effeetive"today~,:- ,', :: ''. ;":" ,,:~ . ,;::,~_. ,', ,.~: -::: 

Dated December 18, 1991, at San Francisco, California. 

, ,., , 
• I ~\ \.... 

,,' 
".'1 

" ~, l 

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

".~. ). ;"'; " ,J , ; "" f'~ ~ I , ~~'. 
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