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BEFO~jCTHE ~UBLIC U'l'ILITIES COIDUSSION 
, ' . 

Appl~cation ~f southern '.california ) 
GasCoinpany for expedited approval ) 
of five long term gas supply ) 
ag~eements • ) 

(FiledA:pd.l 26 /" 1991) 
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And Related Matters. ) 

.----'-----'-------~ 
Application 91-06-030 ' 
Application 90-06-0~O 

OPINION 

This decision disposes of the petiti6ri for m6dific~tiori 
. of Decision (D.) 89-11-060 fiied by Southern california Gas" company,. 

(soCalGas) on September 4, 1991 • 
. SOCalGas' pleadirtgse~ks action in s~veral dockets •. In 

gel'leral, SoCa1Gas seeks additiona1guidance from" the Comrnisslon 6h 
.the 'subjec~ "of existing Commission rules for utility procuieme~t-6f-" 
core gas supplies. To this end, SoCA1Gas asks the COnu'ni~sion tot 

o Hold an en bimc hearing on the sUbje"ct of, . 
core procurement. 

o 

o 

o 

Set aside submission in SoCalGas' 1990 
reasonableness reView (Application (A.) 
90-06-030). 

consolidate SoCalG~sl 1990 reasonableness 
review, its 19~1 reasonableness review 
(A.91-06-03(», the docket in which the 
commission adopted existing c6re 
procuremertt rules (Ru1emaklrtg (R.) 
88-08-019), and the long-term contract 
proceeding (A.91-04-038). 

Modify D.~9-11-066 (R.8S-0e-Ol8) to clarify 
the rules • 
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Defer hearings in sOCalGas' 1991 
reasonableness review pending the outcome 
of the en bane and the petition to modify 
D.89-11-060, 

SoCalGas proposes these procedural steps on the basis 
that the existing guidelines have been the subject Of "continual 
debate- between SOCalGas and DiVisiOn of Ratepayer Advocates (oRA) 
and that its purchasing environment has changed. 

motions. 
Discussion 

DRA filed a respOnse oppOsing SoCalGas' procedural 

SOCaIGa.s asks the Commission to provide it with more 
specific guidelines for core procurereent. It is unclear frOm 
SOCilIGas' pleading how socaldas proposes to change the existing 
rules. Appar~ntly, SOC.UGas' position wouid become clear after an 
en bane hearing. The guidelines, in our view, h6weVert dO'not 
require clarification. 

The commissionrecentiy adopted core procurement .. . 
guidelines in D~89-04~080 (and republished them in D.8~-11~O'O), 
The decision adopted SoCalGas' pOSition that -detailed 9uideU.ne~ . 
'(for core procurement) are unworkable during this transition 
period.- consistent with commission policy, the decision also 
found that ·utility managers are in the best position to determIne 
ways of meeting broad su~plyand price objectives, subjebi to 
reasonableness reviews.- The current rules are as followst 

utilities shall undertake to procure for their 
core procurement customers a supply portfolio 
which reasonably results in certainty of supply 
availability to serve core peak requirements 
and which attains thlsobjective.at the lowest 
possible cost. As a secondary goal, the 
utilit~es should seek to purchase core supplies 
which off~r price security greater than can be 
achieved by relying totally on spot or other 
market price sensitive supply sources. The 
core portfolio should generally contain some 
petcentageof spot or shott-term market
responsive supplies • 

- 2 -



• 

• 

Utilities must aim for flexibility in6btainirlg 
gas with a combination of fixed and variable 
pricing terms. We direct ,the uti)ities 
generally to balance the potential cost of , 
peri~lc run-ups in price with the potential 
benefits of periodic s6ft markets. Supply 
contracts with provisions for price .__, , 
renegotiatioil must permit the utilities' core 
qust6me:ts a fair opportunity to benefit from 
falling gas prices. Any c6ntracts purchasing 
gas Under fixed price arrangements should be _ .. 
vintaged to hedge the risk6f rising or .falling 
prices. The utiliti~s shall include in their 
ACAP applications information regarding 
intended pOrtfolio construction and sequencing 
guidelines for the test periOd. 

SoCalGas' pleading states that thase rules shOUld be 

modified -to reflect the ertvironment in which the gas industry 
operates today.· The pleading, however, does not describe how the 
envirorunentchanged in ways which would have influenced purchas'~ng:· 

, decisions between April 1989, when the rules were adopted~ and the:.; 
" ~ ~ ~ _ ~ _ -: .. -s. . ~. 

subsequent·twa-year period which is the subject oJ the pending 1990 
and 1991 reasonableness reviews. 

Moreover, reconsideration of the Commission's rui:es W6~ld· 
serve no purpOse· in the context of pendir'l<J proceedings In' which the·' .' 
commission is reviewing pastpr6curement aotivities. The' 
commission considers the reasortableness of specific utility actions' 
in light of rules and policies which prevailed at the time of those 
actions. A change in the rules now would not apply to gas 
purchases made in the past. We may on our own motion choose to 
consider such a change at an approprIate future time. But, any. 
such clarification or change of the rules would be prospective 
only. 

We will deny SoCalGas' petition to modify 0.89 ... 11-060. 
Related procedural motions are thereby moot and sho4ld be denIed. 
Findings of Fact 

1. The Commission adopted guidelines for core procurement In 
0.89-04-080 • 

- 3 -



,.: •. ·.r 

'.--", -. ,--~,', 
~. ':c SOC~IG~8 I, p~'tlti6tl- tom6df tythec9te pr'6CUrem9nt' ~tiles ' 
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':doe~ . n6tspedJ. fYho~ it ~6uldChangethe tul~s iSnd -does, n6t' " : 
"deS9rlb~ 'changes' InltsputchasingenvirQomerit which' wouldju'stifY 

a: chan~e in 'th'~" tu1es I' ' " ' 

Cone lusioJ\of Law" . 
soCblGeu];', petit'!on'to'modlfyD.S9-11-070 should 'be denied 

arid itf; pioC~dural m6t16ns' included it. that pleading shouldb£! 

denied. 

(fItDER 

, ,IT IS ORDERED'that the' petition o£ southern caif£o:rniA 
,'qas'compariY£9r,m6~i.ficatlon6ti D~'ofsioil89~li.-060 is denied and 
'th'e ptocedUralnioiio:nstnade'li\'thiit' petition are denied. ' ' 

,0<' Thls6tder is' effective today. ' 
,Dated Jailuary'iO, 199~,'at san rranciscc>, call£or'\ia~ 
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DANIEL Hm. FESSLER. 
" , .; presidei'll' 

JOHN B~ "OHANIAN 
PATRIelA Hi ECKERT 
NORMAN O. SHUMWAY 

COmrrlissioilers 


