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

, - -. .... _ .. '. _,_< :. '.,~ ... "- ,"I·.",.I.ntroduction .. -:: 
• _ ' ''' __ '" ,_ -'.-,... .. f ./'. __ ',.. '_" " _ ,_ _.'~ \ .... 

,~" -'-. By::AppJ:1,eat1on '. (A:. ):':'5"9"9:2:9 ;c::EfJ:edoSeptem.ber·;.:8, ,):98'0. ,and':):':",,::,.:':, 

arnellded .cSeptember l:S';''::J:980:~';:SO'lltnerll ::CaJ;~fo~a:'Gas . .::Company::' (SoCaI)L;.: 

requested:::lautbority.:.to:reduce:-:ra:tes;~,tbrooQ:qh the~o)?eratj;on ,of;~:bts ..... c::::: 

Consolidated :' Adjustment ~echan:DsmD -(CAM)';>:: '::P'Ilbl £c 2.bear,±ngs:::w:ere.:'! :':j'::':::;X~) 

held on.November 3 and 4,1980, in Los Angeles. SoCal reqo:ested:>,:o-:.c: 

that review of the reasonablE!nes,~;::of. ~,,:s purchased gas costs be 
deferred to a" second phase of this proceeding, and . its reques.t was 

~/ "-:",} -:' ~: -:.:-' - ,- ...... ~ --:--":..; ~_~ ',_ ,.:. ': ~..:! .. ~ ... :. :)0 ~ l"~."::" ;-"':~-:. ",:.~~ 0:1"~." ::4 .... ::..~· '., ~f;J [i ;"\;...:--.../. ---
granted. The first phase was the subject of Dec~sion "CD·:)' 92498: 
dated;~'D~6e~~~ 5~'= 1980: ,:::'?': ~~.;;_i-:::'::,". ~?;.:o"":.::::: '{':!D':':-:C:::-O:: bo.: :::'~!~ 0::= :::0: 

,~:.; :._I~--":':' .. : '~~<~'. "::"\~:'·2. ::2 '~: .. :~ .... '::~.:'j:; "'\,:-:!~-:-; ~·")':="~":"·,~~""'~r~ "~":r:r".::""':'''' ~"'·"t-II'tf;,. ~-''''''_'';-'.'P¥'' 
Hearlongs were held lon the'secolld pbase on Febr.uary 9;~!0-;~ 

and 11, 1981. "~~~'l":6f~e~~d:£.g~ f~;£iIrigriy·~gf~Ro£J~:·s.ilt~r;'-:;:; ~.=~~o=-
, .. -, .... '-01" ··~, ... f~ ..... ~ ... ~ ... -,' .... ".,-;_~ .. "" ~'''-'·'''''·'''''-···1''~'':'' _.' I;~""""\ -_ ....... '··.....,rf"---·....,··\ 

vice president'-of~pacifi.c '"Interstate·~'Transm:ts:sion··Company''''(Pae!f:f:c''''''' 
~'I:~:·'~,..!':,",,_~;."""( '\",~,r·'-j ..... ('.~I'"~ ... I, ~ .... ,,,,,,:.:-,,, t ..... \~.t ~~I __ r".-, ~.j, ..... ;;-, ~ .... 'l .. _.' .. ,,:,,~~,::-, 

Interstate) and Pacif.ic "Lighting Gas~Development-Company (PLG'O)- ..... wc~_ 
whl6h';: ai:-~' affi'i~~~e~:·gf':sci~{: ihdC:R~bert\T .. ;:~Ho~el' ~~vrc;opr~S~d~nt:·j 

:.'.:"": 4*' • '\'.:-. "~ \', ,_",:,:", •. ~ .'":'" ' .. "':.-:.":""4-;:~I:)."':.':::_'J""'f'#'\' '\ .• -( ..... ~---.:l:J 0'.:., ..... ;.. ,. .... H~ f'1,.'7 --·O ..... ?f'\\ ...... ·,;-.·.,.--f'""\' j .... -" 
Gas supp~y," fox; Socal. S.taff offered~the testimony of 'Oonald-·'t: .. .... 
Kiil~: "; ~:U~~i~if.g ::gngiri~~r,;)iri':> th~::;G~s=s~p~iy0~d0R~~~i;~~e~ts' =;:::;~I:.J_ 

¥,:= .:.:<: .:'" :,~"': ,~.'.;",' ,::<~,~ ,,::.;--: ~- ~'":.:::, ~:; '~.I ," _~ <:;:--.' ;:~ ~ '~,:Y=' ~ - '::' : .. ~y :-",-, =-~' -~ 1!'\ ,.......... ""r ,)".,. -, .. ~--.: 
Seetloon of the Gas Branch of the~crt1l!tloes D1v1sion. -HenryVF~~-\ ---
Lippitt. 2nd, testified ori")b~half= ofc'the;'californr~C::Ga~::Pr;c,~eers,8~S 
Ass~i~t-i~rt-'('CGPA) • ~;:::Tll~:-:ri\~tt~P~~V su:b;itt~d 'sub,jectbto.:-:the filing 

~"':.:- • ,~, ,~. :., _ ...... ':~~;.:; .. .::.v- ':) :-: .. ~~.-' .... ":: '-,-' ~ ... ::·,-"r';j" ;.:.. ~ :., ", I-:\~' .: ..... r "",",""If/(' ~("". --. r:~....... ...t,- ,- _. r ,.. ... ' '""" ---. ....... ~ 
of opening briefs on-Marchll,' and reply briefs-on March-2-s.:--0pen1ng 

\:.:"",-,_ . . :.I .. ; .. ~:~.::: ~.·~;-.rj:I'::-C'~r:" -:-','":.1" ~I;,"'-=I··· ":,:\,..("'.~ ~."'-"" .. -~~~ ~i"'."''''''''' ;:-.. "..;...~ ,. .. ,. ....... t' .• t"~.,\I*. -~,,,-

briefs were filed by socal, the Commission. staff "Cstaff)' I' 'Toward" -.-''-~ 

'uii:li~~'R~t~ N~~ii:~ati~fi::':-(TURN) ~~.~ ~Jd:;'CGP'A:800nly= sb~i fiiea!':a°:):;':' 
........... to,. ,..,_ ••• -. .,..:_,." _·_· .... 1"""\ ....... _1_*\ ... ,... .. · __ ,-.oM.'''''''' 'fl" ~ reply·"brle£."--··' -'.' .. -".'.~~ ... ,;..._ ... _~_~"c"'" ~~~,:'!C~G 0:";_ .;;;'O~':'-:CI _';:0 ;!':;.>;'::::=.;;: 

.:- .. - .... " .... -- ~.'" ~' . .-r~ - . .-.....:001 .•. __ ..... _ ......... '."~ ..... ,-> .. 

. -'- +.~. "~- '-I~ubsequent- "t:o-' tbe o-subru:S~i8il. or this It{atter-:'hean'ngsOwer~ 
cond;;e~~~i;';; Apri{i98:r:i~ co?iri~~~ti:;rF'~~h?an~' ai'p'licati'on'::br2. j'~l:::;
pa~tii~:::<Ga::s "~~:ile~t~'i~": "Co~p~y:;':'~GiEr~oA.(6:(i'2S3'::. :: Dui-i:n~those':D:)02 
hea;i~~1 ~ ~~rt~'iii: -~via~b.~r ~m~~9~'a:: 'tbca:"t ~a:S~ io:eOns~stent~ Wi tn :eV'iaen:ee 

• :·:::lC·~=Z':0':;'..t8.=O~ 
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" offered by SOCal in this PI;o,c~,e~i,nq,., _,._~n order to clarify this 
."'~:;;. ~'.:.;.-~:::""--=---

::'latter Socal,offered additional testimony by Hohne in its next CAM 
''''--''4-;-.,~'~~-"_"""",,,,- --

proceedinq, ;....60339. By Ad.m:in:i.:.stra,t·ive -taw Judge's Ruling dated: 

June ::);6., ,19S'!, ,subm±ss:i;on ~of./:thi;s S'mattet: . was ::set'5as:i:~~;:.a~d parties 

all.owed.: to :-:f,±:J:e:add:i:tiona:l :.:'brief s·,::.::Eur,ther ~bt:iefs ~et:e::.:;r~<::e,i ~ed::~),,,:,:;:, 

=rom:'~SoCaJ;, ~staf,f#),~; andoCGP.A.;c,,:;Hohne;:s.~test1~onYoal1dcO:;oss~::,";)v:.!,: 

examinati'On:.:±n ;~S.033.9 ":i"s<~incor:;pora ted ;:by:;.r.e,fer.ence .::in,::.tl?J,s=.t:.': 0:::= \):-
~, ' 

proeeedinq=.::,1': ~'>:·.:>o':; .::~~':::\::::;::"O'~. ~·:C~~ ::l' \2(38: ,~~ =-::~ 2 ~0C~7:~)Vo7. .:"'!O b':~'~\:-:" 

.~ 

..... ; ;' .... ".,-,-. ~.' ,.- "''''''',''1 ( ...... t-._t,_. ", ..... "\.0 -, ........ \_ ... 'f"":'''''''-'''_'I_C;'\_ ,-,..r..,. ":\.r .",{,- f.T''''~ _.,.:-~_ .... 
,~- ................... "" •.. i,;' - ......... -' ... --'--" ..• '·"II.- S'tl'mm:ary-.IoJ.I'··...,J\ . .,..,.J .... · .... ,.i.~_ .... ~ "':.J~.I,t'-'_ ..... .:.,,1._ ...... 

",:,~; :: •• ~-. f j ~_f ~ : ,:,_ ~ •• ':";" ~."": ::. ,,~,~:~ ~<> ":IJ':r -: \.:" 2, .:. .~::~ ';!: 0 r::.~! t;:i ~ .:,~O ~ ~:'(::~ f;.~ C,.:1- o~·_~ ~ ~ -::<: ~.>.:; 
- , . _~. In_this .o.ecision we examine SoCal' s gas supply ,strategy 
::'·n.' .. ~':. ~' ........ ~'~., ....... :.: .. :..\_ ~:o =::;-'~I~:':;";::: Ci .. --:::'~ >.S'!,t -:)8..Ji.;'~ =:?!~.:',..: ,)t"': . .,: .~.l).~: ... :;::":"") 

for the period February t'hroug-h AU9Ust 1980, and find that SOCal ' 
- .... )::,: L? ~ .. c "':': 4,"~C~;:~),::) ")C ~"')~. s;:; 

itleurree unreasonable purchased g-as co,sts "of $22',949,000. These 
" .... ,. , \: ..... _ •• ..' -' ..... ',," ' .•. ,".) :_f'''~....)~·",,,:~ .•. ,): .. ....:'..;~_i:·j '...J~--~: ~: ...... ,;.;.,l.: . .J~.~ 4..;y'·;.r:Y.,.." :-::"7):~"::-:::;.~\:-: 

costs ar:'::.:~~:e~~~~:)~u:fh~~e~.:f~e~ ~~~~~~~~=~i~~~~~e' . ,:,;~'': \.:.: :.;,:;::, 

COT:~:~on.,:.:~~t:;~n::~:~~~;~.~.--;~~Sf.~,;-~~e~~~PE~:~:>~~d;:~r?~.:.;j.:: C'.~.:;:.~ '):>:;'/ 
PG&E i~;J.:1a.Y ~nc.,..J:une. _,_.~e .... f~nO: th~~ ~~es~"'pur~l:as~s ~ _ r ! ., ___ ,: ... ,. ~.,..~ - '-, .. ~.-"'~,- .. -- ........ - ... '~'-' ..... - \I.~,C , .... ~."'" ':.' ................ ,'..: ...... ~ :.;_ .... _:..J,L.;.~<;: ~ ........ , \~ ....... ~." ... _ ... ,'...,J~ .. ,_ • 

di~l?~~~ed,::7:°~~7S, 8~:-:g~s _ ~r~~,)::7;P~~~ ~~;~~~1~ga~0~~~~~~:5 (~~:,p~~~)r.'" 
and 'rranswestern Pipeline_Company (Transwes:t:ern). in June,. July,. and 

.. ,-, ---, d 1 ..... ' ...... ~Iw~ { .... _I;, ...... ,..J .'::~_I ..... ;~'4'~_ ....;.\ .. )'":.~.:.:..:-:,~, ~::l·~='c • ..:..s~o2 -:0: ,"Io'lC'L.f:J~ ~~.s!) 

August and calculate. the amount disallowed based on the difference 
', ... ' .. '.:~~,.',.' ---;~.~~ ... - .:: ... .:.:, "{ ... (~_~:~~-:... 2.:J·~ ~~:-~.: C':~ ""!'~)!;..'::':';:):.'!9 ~~';;;;:'\J~":~}C'::Z . ?::..:>: 

eetween.....the cost of,NW and PG&E,supplies_on.the-one·hand~ and El' 
.. '" '>- ....... "':-.,.~ ~ .. ",_1":,-,_-,:_,- :~~ .. ,_ .... , ... ..:...L.:::.., :..J;"~:" ':=0 i'~~::~-:':':' :::::.~ ('~::;'j, ~o ::o..r;!"~':J:': 

Paso~an(L Transwestet:n supplies on the other. , ,~, '~ " 
,- .. ~--'\..:-.~ '_'n T •

I '",; ~,,,_ ... .;.c·,,, ___ ,~: :_I .. J,;"::O .:._t<.!)C ~-;O ~~\~:'::'~=~~'I= ,.:.J,e'::::' \~j',::,,~C',,:; 

_ . .,. ,.The ,decision examines various standards for eyaluating" 
•• "~--,-~" ' .. ' ........ -.;..: .... :....'-'""-.,~.'"' M· .•• '~, ... _' ::..~_2 ... ~_".,..I· "':.~ __ t:::'~":';::'''~~~ :.';-;' • .' • ~f·.l'l..~J/ ::O":~:::'~;:"'C<;:::::;~!~ 

,diseretionarv _ gas 'Ourchases and adopts certain guidelines. In _ 
• - ~ .... ' --:'- to ....... ~~ ..... _,',., ~ '_. " ~ ' •• '"", ~,,:._ \' .......... ~ c'-,;" .-\. ~:~. ~ ..... _ :--. :\-,::,:l.. ~ .. O :.;;.:: S'.! ":C -0:': ":'~:::I:::O :0 

particular, we.find that .. s~orage conditions ~r~ 'properly taken ,into, 
-- -~...,-~ ,. -,,..~.,.., ~,' .- ..... ~~- ... -~ .. ~w __ .:.:. .... _ ..... ;;:;::Q_· ~t:-'L--,.J .. __ t:.-IOC; Ie _\.) ...... ;', __ $~"'!0.,,,.r ::::::,,).:.~c: 

account, ,and tha:t.~ the~, cost ~ ?~"\ ga:;;\. is,/ ~ea,son~b~y ~~as~e!i ~9'a.in~~ .. sP9~ 
--' , ..... --_ .... -- .... - ..J ..... -•. -'-_ _J .... _'....- .. J .. ~,,-' ,~' • .I-:""' .• l ... O_-Z __ ... {;J •• __ O/'. !":.J .... c/.. ,,_.;.. ........ _10.:1 

market oil prices ~ The storage conditions together with .supply and 
II< ::~ _ '_C V ..:.C'~-= 

de:nand., considerations are_,.t.he maj or factors that lead us to, conclude 
_ .. ," i_: . ... - .... ,..'_?. _. - _ ...... j, .,~_: .. _. _-wi O-"V_'~_~'-;';'j·.~:"'~~~ 'u):-,,=' 0= :-::-'~)':'.t-o~_:,:~~c.:.:2 

that SoCal": s actior.s". were •. unreasonable. We rej ect t as unfounded,. 
....... ''''--.-'''''~.-'-,'''' .. ".~ ."-' .. _,-- ......... ~·-;...·~"'··.);::~c·:, ~:'" v~" jo.-~:'~" '~0 ...... """") .. ''O~o-. 

SoCal ',s.,clai::t .that it:. was contractuall),: o~liiated ~~,-.buy·a j:Jo""r:i::1on-
~ I .... ~~ ". - ........ --~ .'- ..... - .. ,.' .... ; ••. \. ., ......... "-' ... ,;' '~~~:_ .. ·~;~.:o...: ~:w-:..:-~(;f_~ :.:> .. ":"';~~ 2.Cr-.,,) ~.;:=:.::>zs' 

. .of·,thi.s gas.or_,that, politi,cal .considerations outwei9hed economic 
~, .... nO" ~ ~~"" f - --I'. - -- _ .. - "-.o_~ ... -- .. - ..... ,:",~,,, -'~~:~.:. ;.)':.J~.',":.':.~(":'~:" (....-~~~~'St.!)1:.\."!) ::.!''c:--:Q~ 8~::l,,:.s0;: 

considerations~ . 

• 
.. :.- -3-
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c.~ .:.~.. ..~ ..... ', ... :~.,:=:,:~,~ '~.;:" .. ~:..~~ ::-.:'. :>::>':~'0 ~(.',b-:~ci ·t.~~·:: .~ b~_~;-:'·::..:.. .... ~..:,~~:I) 
.. Staff, TUR..'l', and ~GPA. all_. raise :i:ssues regarding the 

"~ ~ ... :"-~ .... ,.: .. ~ ..... , __ ",,---:-::.::-,,':'::,''":. ("''',:~~~··':-~:f':::'>\:;:t·.,,:~~:,:~ ;J~.)::;'~~., ~~) .. :,::- (.;:: ;:\j':'(=''':C'~::{I~ 

=easona~l~ness of SoCal's gas procuremen:t.strategy d~rinq.tb~ period 
,_~ 1 ':-\. ~~::' •• "'.:: :::~:" ,:.::~,:\ .... ; ~ }:::; ,:~:-'':'';-::.:''::0::- )\/-'.::,:':.:.:,~.:':'~~=-;:':" ~.: ~':::'G(':;, '_''-'''::;' ::J:;.t 

February through· August 1980. These iss.ues relat~ to.purchases 
. .!l = ,'-., ~v: C .. #6 C G = : .. :oc i:1 :"::. ::',",,; 

from two suppliers: .NW and PG&E. SoCal's DaJ.ly OperatJ.ng 
Records f6~-' th~~~\ngri~~~:J~~e' ~tfa6~~d \ g~e ~ppgridi~::\1:?~8'=:irius.trate 
tS~ ;6~i~~i·~~~s' b£ tfi~ p~?~i~t2z .. ~':):. ::.::c:c • b'):;~~~';;. U.;::2)::O~j·~-::'~l~'::::~"~. 

~ "',_ '-.~ ~:>:. ,' .. ~', ~{: ~"<'.' -\ ' :: ::." .'": __ ':,\ :; ~: -:: c: ".> ;:,:. :-: :~, to. = :; ~ .. : L ~ _, C-:l': ~'~I :~.~·,Z _ ~) >~ !;~ ',:~ -::> ...... : ,: . --:~.:' .:. ":)!~ !": ~: ':) 
Socal's contract with ~~ is by way of SOCal ',s affiliate, 

'~""'~~T ,- .. »:-:;: .. :-:,:C":.:':: "":D~' .... :~~~ ... :7"~'.>-;:: :.\1 ':):J"':c;:C ~)1:':: ('"~:!,,:,~ ~z::~ .C . ..!..~~~O:: ~, :-:0 
Pacific Inter~tate. During this time,the contract provided that 

..... :~::,,:'.- ......... • ~":J ':."~.,'~~'" ~I=.-:_ .::.~,J}.:"'-:Oc·;~...: _.:.c· ~~·l:;;:-::'; :r--. =~:~O~ s~~:: c·:" SZ'':-,:-:;':.:: 
~"'W would, sell ~o_Pacific Interstate quantiti.es. of gas .. whic~ NW _. 

'''::''.~- '.'-' ~ 'w ".' .. :~. '- C":~ .... _1::,.'.·:,' .. ·-:~:":.:: ~_"':"'~::\,:,l-': =~C'f':":' '5::7" ~-:"'J"J·;~,()··~':'co /:...;;:.:;;. .. -::8·i/S" .... ,t'O:-~ 
determined on any day to b.e available in excess"of the requirements 

, ~,~. :: ;'. ~~. : ~ ·/~· :'~:' -: .-., .... ~ I : ~'. e-~ '·'f -, ~ ro. _~. \ ~ ~.)".:" (.'j',,; ):<~ ,"\" ~:- ~""':.:'~':' ..= :: ~: .,""!:J~: I'~ ~: -:. ~~ :::: .;;;: .~.: 2.~<~< 

0: its syste~, while Pacific Interstate agreed to use its best 
'"T' ,.. ~: :... • ~ ~:"~' \,~t {" I::. ",', --.:~ "".( ~ : ... :.(~!'; • ./'~~ -:.C' ~':~:J!,:"::,":"~ II, .0':,' ~ .~C'""c~ S ,,":.')l:~¢ ~ !~t': ,t='.':" u;:: ....... o:: 

efforts eto· .take and arr:anQ'e for transportation of ':all gas ~endered , 
'. _;~."":':, ~:-·.:-:'·.l.~ :":~) '~-J:,:,,':.~ '_':',,7 ..... ~~ . .: ::~', ;<':;:~.~O'-·I -=~ro:.: 0:;' "~\'~~~-:'::= 0~/":=~('::'~~:,: ~),7":!~',=>,::>,:. 

by NW and~o enter into neqotia~ions for the.sale of the· gas· to· 
.::, ~,~ ::- .. ".'~::' . .:~ """': .. : - :- -:c·::.'~ :; ~~ ,: ;:' r, ,') :':-;,:",: ",:j ~,r. " ;;)~)~!J ~,~ .::, ~:'>r~7 0~ !,y~" :;;:. ~):"'; .; -::c .:.; c' 

Socal. . The NW gas. is transported by El 1.:~so· to the. Califo·rnia" . 
", ~~":'.~ ',<',~: .~-~,""~: :",~"".- :~'_:\'C~ .; .... 'iJ"';'~·'::'=- .-:'~':,-:"~"=~':'< ~':'.'-.::: ,~~):)'1,j'~:~:~,":,':':' ,~~~::.~~ ;=...;: ,1")~~·~;>-!C"5.L'':'-) 
border, where SoCal is obli9ated to purchase all gas" that Pacific 

, .. ' .. ~ :. "'~ : .... , ':::; c·:= ":::': o~:.: ;,..) .. , ''''':l~ :. ~:". :''':' :'~ ,~~ :>~; ~\:' ... ~-: C'''v·~) % • S" ..: ... C£.00~: C8 - ,")c 0::-
Interstate has caused NW and El Paso to· deliver. The price of 

. :cwo!;~~ 2~ ~~2~c=~ 
the gas J.S determined by a gas charge based on the Canadian "e 

,";"':-:~~'= .. ~ .. " '""!.>"_, . ....,1':) ('.·.It:~-:~C::; c= ;:::).~.'»C":;:~:'I 0"':..0 <17\'1-: ••• 't 
gas border pri~~ p~~ec:~y ~,,-.:~::~~r~;sE~~!=-?~~?!i::s~a;9~ ~~;£.~se 
of t.he NW syste:n-;;-:ana:::,a. fueI':charse for'-:fueI used~;·ri·::·transpo·rting 

" .. :: .. ".::.. ~::~:i'-:' :.) ..... :r,"":'· ...... =;.:.:-::~ ~ .. ":o.:=~~:.,.,..:..;::;o ~~~:, 

the gas. The P~c~~i~,-:.;I?-~er:~t~~e::~ .. ,.c~~~~~~~,;;h<;~;)b~~.~.b§~s~equently 
a:nenaed.. .::; :'::':::,0,,- .<:-:.:~:-~.J.' \ :,,::.~ . .: ,~~ ".~'":..:.:,.:.:"':.-::~/'~:: .. "".:0 ~~':~';:;:~'"":C:::~ 

.·1 ...... - ........... ~ .. "1"- '''~.' .• -;- """"'c'''' ... ~,- ~+r,~ ..... ~~.,~.-; •• rl .t.:\~-

Socal ' s contract-with~PG&E::P;~~~~~s~,;Sr.~Z~;.~~~;Oll cubic 
feet per day of "firm deliveries, and up to",an ... add1tional.::lS rnillion·_~ 

__ " ..... _- __ --..r ... , .... ~ ___ ~..,_"""'" ... _ ... p ~ •• _ .. " 

cubic feet daily::of.::bes~,:~ff~r~s;~~pP~;~~,~0~e~ ~~~~r~~,,:.~as 
approved by this Comnuss.:£6n'::Oti:-December~I9; 1'97,S";i':by;;Reso!ution 

(j:- :"~:"":-:':~" • 2 * "_" '.t;e; ~ .'-.G O~ ;:'~~:(")"::~.~$:",:;_ :> ~ ':"::'J"~ 
G-2259. The <?rigina~':J:?ri~e:-w~~ l?-~go~,~~t~~op'~~w:~~-:.§~S~9':0~nd PG&E. 
Beginning wi th D~91~2'O:-;oncApr1J:l29:;\(::J:9$Oi; this Commiss:ton1:has 
established the .. P.' l:i.-.. ·.·~.·, .. : ...... ;.'~ -::::;::. -':':>:::' ::.'::;)~~·-:f":l :;'::;;.0"::<).": ~::; :;; S':): ,::.;;:; - - =~~~~~ ~~= ~G =~5q~! 82~0Vb~ ~~~v~~ 

(j • ~y: ~ :. ..: ".Yd -: () ".~:- ::):: 1:;.:~ 

-:.- -4-



A.S9929 ALJ/kn 

On January 18, 198:0, .. -Canadian ... government officials 
-::-... ~..:....:'.-. ..:.~--.. , .. _ ..... 

establi~hed a_new border price of_~4.47 t-1MBtu (Y'~~.) for gas 
:' \ .... 7"" ~:-.:.':: .. ~~, .'~,. -.. .... ":.'\ .. ~ ,e I",;:. '~...: '.2l .7_ ..: ;:,.... _> ~. ,::' /: ..... ; :.~\ ':) ::f:, ~ .... : ; .... \ ,~ 'I, - ~ ..... ;--- ~c. 

exported to the United states,effective Febru~ry ;7,. 1980 •. Based 
,.2 .~: ,;:, ~.' : '-"~:~ .... , ,'"': .~. -:: I.) 't./ ~,,~.\ :- :: .. ~:: "" .~. :,. ... ; ',~ l(~'''''~ ~";~c~. '::'" :,: Ij ~ ::: ..... ,(:,-...-/O:J ;: 0 ,~~ ~: Q~ .. ~') .. I..:: ~,:--::o~~ ,~~)-: 
on the Pacific Interstate-N'W contract; the cost of gas to' SoCal 

'~0~;~~~~- c; G~S_0~ ~~~2~~ 0c~~7 .C2~~ =%~~~~ ~~~o~~~ v~5~~d0~ 
was about S5.16 MMBtu. - ~ 

:~:_: _~::,:,:,:,,, _ .'~ t ,~,::::(),~ .:~ ..,:,s. :~'\:-:::, :-~':~ : '~"':':I':' ~C'~.:...~~; \~..".~= .~C~~:: 
On February, 16, 1980,_the u.s. Economic Regulatory 

,,':' .... ~:: : ..... .-w __ .:. 1,-':; j' \ ~~ -: ~,~I :-> .. ' < :~>. :01:., ~)~:" .. ": :).::.= ;;.:..' '.:~ ~ :: :.:.~~. ~ ~C\7: ~~\~.:. ':1 r.!;t .':: 0 ~ ~: ~ ':l1,J :)(,:);': 
Ad..'Uinistration (ERA) issued Opinion and Order No. 14, addressing the 

• t.,': .~',..:. -: ::. ~.Jc.: '.:':;':- .: c) 2:'10..:.':::: S:: --:0:", :'~'I.~: = 
Canadian increase. ERA explains that the price increase was based 

\':,,=,."::, ... ~~::':-::.:, ,.:.l .... .::.~,,:;);::~ ,~o \. ... ;.; ... ,,; \":,.:, .:..:. ~/.":,~ t::..:~'1: -;::,.c~=:;..O~ ~"I,;"~~:--IO? 

on a formula that ties the price of natural gas, exported from 
-:..~_.~ ':. :"'::_'::'·.~\~:-::Z .~"':i;-',~,::~:\:"" ,.,;:";- '~"~"':'= G :~ .... "'" \,":,!",!,:':":;c ~~j=.s=;':t-=Sl:-:"": :~'::::;::-)L-!~ 

Canada to the cost of crude oil imported into, eastern Canada .. 
~,::-: ..... ~I K~'-' 'e\' :~.::::-. 2: () . ~:> ..:. ~-' ..: ~'::.c,.:J;:. ~).: ~:- :~: -:. ::'1': *~: ::.: ~ .: ~!,:, S c~ ~.~ ~'; ~:; ..... .:: ;.;O\,~ 1~.::~ 

Eowever, ERA. obs,erves II The most,' recent inc::ease to· U.5. $4.47, per . 
-, :' ---: ~1 u.':. ~-::,":'--: ~ ,-:' ~: ".~; ::: :~ ,--:, ~'.," ~ : .. 1-::-'''-: ~:\ _~,~ .~ __ :;. r: _ .:.. ~'-\/'::i .'.)t:. C ~ or.;r :::,~ 'V ~ ;: ~,~ ;)C~,~-: .:,I":":!:.:t~ ~:');:) 

MMBtu differs significantly, however, in the mariner-in which the _ 
:- ::: ":.:' ~.~~ . .:. ~;" ._ ~ c ~ .. :>~"1'(:.'--:: ' ~,::" .):- z.: :: ""! :.>:- .. ": '.: :.. ': :: .=. ':) S \..:. ':J:"':; ."'~~" . ./ " ,~0 j' ~"~.:: 2:" :. ',; ~ 

for:nula has been.applied," 'since previously the new gas price _. 
;;'::'::. ,." .:..J_:: l-·, .~~ :~: ':. -', _ .... :. :I~ ;:::'..:::;' "",~-:,,~c: .:: t:.:.-.: :." ": o~.. ',:' ;)::>~~"::.::., ~r:;:, ~'}t :..;.:: \.<= :--,,:~'-:O~"::~) 

became effective three to four 'months after the date on which crude 
~:-' '::~. ~ :~ ....... ':- :: c, I> J. ~~,~,:, ':< .. ,>:' ": c:, ~~ ::c\;~·;::. : ":'~",:,:.~'I-: C:~ ~: -: :~.t: ~i.-~t c'):; ~:W.oS ~~:-:~ "'le 

oil prices were measured. Because of the'short time that had . 
~- ,_+-'::.,~~" ,:: ~",.: .. =, ':':':.: :;; oc,:'~, .. }~~~ \~C ~ ... ,~:·,j"·-:C:"'~~!I~.r;~:' ~ .. , ~-:~;") :~~:t ~:,t'-~' .,:D'J0Z 

elapsed in this instance, ERA stated that,it could not find the price 
_''':': ~: ~"~:. ::.:~: -, ~~ ..... ~ ~..,..:..~ .>.~ ~J'-::)::;.:~: ",:); ::,-,.,,= ;:,:..:. .... ~-::--lO ~~~ ~;::.:)O2. ·)-~~~·r.'~,' ,::·:~, . .J:O\:: 

to be reasonable. 'Nevertheless"it allowed imports to continue, 
::::..."' i.>: .. ::, .... ::,~,:, .~,~.:,~\ .. .;.~.:!~,:, c':' V:::~/"~.p:; ~);:~ .." .. ''.1'; .:s,;·:;~~.:,o :'::':':':: ':~=l=,::'c'-:t:\;t:: 

stating as follows:., " 
~~~~~~~~ 0~: ~0 )0~~~ ~~:c~~ c~~ ~ ~c ~~~;~~0;O~ ~! 2G? ~~: 
" ••• we are compelled to'approve~on an interim, 

. "basis the-cont:Lnuat±oiF'of~current lmports at':::'S ::~>:_~-::O(; ,,'-'''; 
,the:new'price to:,.avoid the,',seriolls hardsh:j.ps::.;'.,::: ,",. ':':'.: .:':. 
aIld _ dis1.0c~t~o;~. t~~~ woulc:i, o~c~r,,;f ~l;~, .:: ,~,_, 

, Canadian' gas" s'tl.ppl i es-'were'·' to~ be '-- terminated· ','. :. 
abruptly on February 17, 198:0, which would be 
the effect if all applications. for the 

". ~ increase were:'denl:ed';"~:' ,;:J~: ::- .: .... ,. ;;:':;:;-:: :,:c·:;. ::' :s::':'c.::; 

However;' ERA:'stated::'fUrther~ c;:: ~);:;: \ :;;'.";-:':;"/'::':::i~, ,---;"::: :0 '~'::';:; -::':>~ :":«: 

. ,,.':;'.,;:we",:have deterrnined~tnat;·:thfs;pr.fceC:isOnotl,:;b :;.'.,:':': ::;"::i~:; 

::: ,::';:,reasonable:::,and that-:i:t:::-:is-,~~'con~ist-~~:t;..t~~~ ;1;~~:- vd .z,·/a":::(~!j 
public,"interest to allow U .5'. firms to " : 

.. :- te::nporarfly";import:' the::-gas at",,!that":priceJ: only :':':":,':' . c' ':: ~:-::; 

-i:c,there-:-is also a:compelling--:s,howing::.that,: <:":'/1' ~:":_:-:':_::')~:"2. 
the gas is needed immediately to prev~;?ot~ ~ ,,_'.J. • " ., .. 

severe adverse impact: on the public health,:.,)"" ;;>',:\;,~~,,:,-~,:::,:-;:::) 

safety or welfare." 
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The interim authority continued until May 15, 1980, when ERA 

annoUllced~ that: the:border:price-=was~',reasonable and"authorized ~ "r"~'," 
. ~ - - ----~~~-

continued. importation: of. flowinq:..:gas::Y'o,lumes~,J9pinior.:and"OrQ.er,;-14B) • . . .... - ' ... --...., ..... '-~'. , ....... -
In the meantime Ca."l.adian:;officials·:.a nno:unced-:.,a: ~e.yise~0prici~g::,:, ::0 

mechanism that,' includes',.,a90-day;, laq .:,the .f~ature::: tha~;7:~~<;'-,~be~l?-::: ~~C' 

missing: from: .the _ February,. 1;7 increase,~:: ,>~he~ r~vis~~~:pri~~nq 

rnecha:liSl:L was apparently; the:: res'Illt.,,: of·, negotiatd.ons', 'between~,U ... S .•... , ' , ...... ' .. ' ... "- --~j- ...... ',-~,-,,- ,---_ .... _,'._-

and Canadian officials. .: :·:lb::::,.:::>::/" ::l ;:",O,-:~~ 

As shown,.,1n~ ~ppe,ndix.. ~"_. ?,oC~;.,?E>t,aine,~_ only small volumes 
.. .-.... - ",' ~ . " .... ...... ....., -..• -' .. . - .• .::> ~ .. ",' ,. 

from NW in Pebruary Unti~-Felb-ruary-r8-.--Substantial purchases 
••• , " ",. : • ,..- -.' - 'r"'" '.,' .... -'1-_ ••• , ...... ,. :-. ",' .'" r .... , __ ','- r-" "'.~ 

continued' unti'l~mid~Aprj:! "(except'· 'for- one~'day)';~- with-'adaitional 
pur'cb~ses- 'later': in-:Aprii.;:'i'egi~in'q:Febru~a.ry:-18~':'tr{e co:str.)o£~ the::~:; 
gas was about:' is:i6:": MMB'tu'~~ :During:~ this':.' pe'rioQ') purtha's(!s, fromoPG&:ES. 
re~inee(cons'tab.t at:':the:' '7~smiili:On cubi'c-:-~e:eti:;per daT'~·i'i:·neCrllantity. 

, '" ,+ .~: ..... , '". " ........ ,. "- t -:-." , -...... ":', ( ~".... .- -_ ,'" .~ r ._ ..... ' , ,." 
Durl.ng February and March,' SoCal~' wa:s- genera;,l'ly" \on. thdra~'ng~f gas" :from 

,I". " '.' ". .~,.- "'. i~" o. ~ -.' ~~ .... ":,". ..., •• ; ,'" ". •• .......~ : ...... :,.... _, ,"" :. '." • ", "., ~ .. ~ f' '7 -: ........ .., 

storag~'~' during 'Apr'i1. -it:' was~ 'a'l'most- 'con:stantly-"iujectl.nq-- Qas, into 
stora:ge;:-""'c;::: ,',: .::~::\::::: :: ,,:-:;' :: ".:,).":,y~:,~:, ... ::<,:; :;':-:,' ~''::,,-,::,.'":O:;D·Y: ~::~I~': ;:::':" :';Z 

"':. -: ~:,' '~,~ ':Dut:in:g 'tb~ 1n-it:L'a:JY stages::'~-f:: thi's:;proceed~nq:; SoCaP"'svc:-~;:: 
witnes~': Hohne~ te's~ifi~d;~tbit>PGir~de:: n(,'":'be:st~ef£o?ts :gasG : 2l :-: ';'::: 

avaii~bi~': ~o:: :sdea:C 'duri~9;' :tk:s-:p~rtod~~'~ "PG&'E'": Witnesses:: 'testffi~ed::':'~ 
~ to ......... " ... ',", •• ~:' ..... '~._":''''''_'''''''',' .~.~._ "",~.(',,",,'''''''''' "., .. ~\~, ..... ~~ .-.,.,.-'.-4"~ ",,;,.;., ,.. ...... t'o 'tbe ·contrary 'i'n A~60'2'53'iand 'in- 'A:'.'6'O 3'3 9":'Hohrie~ revi'Sed~ bi"S"' testimony 

" ,~' : f:" - -, .... "...- j-" ,ro', ,"" ~ I _ & ~ • -,.. __," .. _ ~,.. "" , ~ <-

to indi'ca~-e "that' PG«E' 'did :nake 'best-'efforts':' 'gaS-: ~avai·l;ab'·J.:~-:'to: :::'",:.;:; 
SoCal on April 4 and thereafter through April. .:' ;">:'~!;:':-:;(;~'~ ';':' -::.- <.~ ::' 

'.::., ::;:" .~; . :The: :~';;=rc~;;~s: ::e'rfcied-' :ip;'il :-i6~ .~; ~: "Beginning. 'May 1, SoCal 

purch.ised· tb~ . a:dd!ft:i~~~f' 7S mi1:ii~n:cUbi6: ':fe-:et:: ~~}ly. '0'£: :PG&:e I):: ::,: .:, ,.: 
, .. ~' ... "..,:':' '~~:.:~,":. ;' ".' . .:....,: .... "~; 7 ," '.~"'I .,~; ...... '~' ..... '~ '-,.~, .. ;'~;! ._,,,,:~ r-r~':"- '":" .......... ~-.-/~~.,- ... " ........... '-,,~ .• "r 

best-eff.o~:s gas (with '"a -few ~exc'ept'i'ons)' 'Ilnt'i"l ~June'-Z-."'''~ Dur:inq··tbj,~ 

• 

'~e·r:i~ ~~J. -.k~':·:66ri~f~iniiiSi£fe;~t:ti{i 9a::s,!C£~to=storaqe ;:;C:eX-cept-:c; -;,:, 

for one day). On June 11 SoCal began. undernominatinq i13~s'O: ,:.;::.~. 
supplies. On June 21 SoCal beqan undernominatinqTranswestern 
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, ,: :,,~.:, 

supplies::anc:"' reduced PG&E;l's:;fir:n;::d·eli'lJ'ertes:~b'";O'-ridei:nominations.:.:o£::,::, 

E1': ?aso -=suppl.iesLcon tlnlled:: u.ntilDAu90S'tc -21.::Q tj.ndernomQ;'nat io'ns::.:. ':;':-:0::, 

of Transweste·rn·::s·uppl-ies:'cont·'inlled':un·til:Oc.tobe~;:l:: ':.:Pul"chases .... :.1 :::: 
of firm.:.' volumes:-:from;:PG&E were, 'resumed-on Septembe;r': 3.:::.,:,,:-[.:' -:-:2...;:.-;.::~;-;:):;:-:: 

.-: ;: Thr 0\.1 9 hout"/this::pe r i od:, So cal rna i 'Q.~xlecr-: actlla:lo'stolt age.:; .:::-: 

levels:': sub~'tan'tiaIly:- h-ighe-r:: th'an:: ,i;ts~·'ta:r4.et\.: i.n.ven.tor.y :J.everl~s:,::.Q.S)·:,;:; 

shown in A~oendix B • .. -
'~-'~r" ............... or'" ~'''_~'' ",." ~'",," ~ ....... .- ' ...... _ ..... ,_ ,r ... _ .... ) .- .. ' .. ~ 

. - - .. , - -...... '. _ ..... IV:'~"':"Co?lter{t'i~'ns' 'cf"·~·t·~;;':!'~·~ties~''''·o:. ~.: :.:~~\ 
• o· 

.~~~-:::~~ _~~=~s: ___ ~ .c~ ~~~~~~~~ _~~~:: ~~~::~d0~ ~l ~~ """r ........... ":.. ...... _ ..... 
" .... - These--facts: lead .. ,par.ties_.to;..,dramat..ically .... dif.ferent 

.. ~- •• ,<~~~~ ... -- ......... - .. ,' .... _., " ..... ,.' ...... ,-,.\,"" _ ............ -":-. .'_",-.;.,,"(, - __ ..::.;... ........ -:._}.~ _w...,.,~ .. ,!.i ~r..,':...,~::.:.::::!'":C\:' 

eonc,lu~~o~~:: S5?~a~.? ~o~~;~p.~;;."~h$-.~.~~ .. t.;:;.~,~~ed. E:,~c.~n~~'E-llo3E:i;r:~;.::.~~;~}'::.rc 
?er·iod-and ;tllat-c.tb.e_ e.vide.nce_ supportin9 th.i.s_,c,on:ten.t.:lo.n., is,.. .... , .. ' _ . 

'- "~'." -,- _., ~~ ..... , •• - -n+~' ......... -...""'" _.~" ...... , .... ___ ~ ••• ,.' ... __ .... '.... .._.,c. ... "_':.. ... '_.(. ....... .;~c..'l..~ .. "'~~ ....... ,.~:~ .. ~';:') 

•• 

. ,:~n~9n~~ro·'?~E!=e~:.:~ ~.~ a:l~i·~i..0E:::~9 ?-~~..:.?~,~ f!'";'i.9;~3-c~{. }:-~5~r~?:J~s;;~~:7~Z::~';~! 
on:: ~he::.~tes::~":I~~y:": p~.~.' s.~~~~~~:~:~?- ~~>~s:~B:~. ,;:::,-:..s:': =-~."!~ ~,.':;::'::::c':}-: 0.::J:-:;.;(;, 

."'" Staff...,.witne.s$.cKinS_(did ... t.e,s:t,ify; .. that So.C;al ,~s_ pu.r~chasesof .--." ':'~~." ___ ,..,'''- • ... _.w' ...... ~;p·w'- •• '""'_~ ""\A'-"' ...... ,_' \,, __ ,."It ~ .... _ ..... ,;."! .. '"':. ~ .. I ....... ~-.J..,.J ~(..I~).e.,"::C·:,: • 

NW gas were reasonable and recommended. that SoCal be allowed to· 
~'''.'' ")~"·:..J-:'O::-2 

recov5~r.:'.~:h~ C;0.s.!='.;:.?~~c.~,~s.~.::;p?r~E~~J:7~.~,::,; H~!:?:f..!" &.~s~;/:.~~~ony assumed 

the :ni S tal<.~n ~f ~~~~ E,e?-:.a~ n.9:: t5>:) 8~&~ ~.~s::.tZ:/ff. fB(~ltt):, §~:: il.:"!.:~R.:i~~t::):-: ~ :.:w 
Staff's sup'Olemen.tary _ b-r.ie£ add.re.ss.in9 .~t.he further .. testimony, of 

--," .• ~.- ... , ,- -~, . ., ... - .. --. I . .... }_._." .. __ ._ .... ~'\.: ... _ ........ -...1 ;;:#~:"';"":...,' _:::...,I"'~";" CJ':; ~:)",,'::1:"~::"!J"lE; 

-.~ Sohne- s.tates,\.that.... in...l(i.ng:~s:-.o-pini,on ~t.he p;U;r,ch.ase of NW .9.as in lieu 
,'''' ',-- ..... --~, _ ......... - .. - """ ...... _'0' ,.",.,_.,' ..... :-', .... _ _ '.I' ... .,J .. , ......... ·..;.,I..~"-.i-·. : .. ,.;.,. '\.'~:::'_...);'''''''O':J s .... :~;, 0:: 

of less.- expensive .. supp1ies,avai.lable .f.rom .P~&E~.in.. April 1980 . was 
~... - - ,- ............... ,~ " .... , '~'.: ,'- - nO d· ..... -- ~ ... ' •• _. " .... ~'. , .... ," o....i~:./ ,::,~(.""",;-_ ... " .~: .... ,:. -c..~ ::;,':J'':''::'~.''':;; 0= 

cle~r1y i:nprudent.. . :'::.-:::::.1'.. ;":~;.::::,-:::::= ::'~:'::."::l:~'>-:-:);-:;; :)~::::, .~:, :'..':-:c.~. ::0 ':;':'':)0.2 

.: ::::,::: , .. 'I'!:le .Leg.al . .Diyisi:on Of.. _the",,~o.rn.mi.~:sJ.o.rl ... ~oP t,e.nd.s,.rrotha t SoCal 
,"", ... ~. * ,"or ........ , ,""" ._. ~.' ,_'...... • w..... _, __ .... : ........ _ ,~, .....,J~ .• ''') ,:., ..... ,." 1.. .. ...,.). </ :::J _;J .... .;. " i ... . ~)~ ..... 

has !'lot:- s:ustained;. ,i.ts,.,.buJ:d..en.:.o.f .p.r.o:v.ing -the. reas_ona):>le·nes.s of , 
_. -. "L - _.' ~ ............... _' ~~' " _"_ ¥'_\""" .. _, .,. •• ~ ___ ...:...,. (.,' \ ,.L.: .... ::O..;._ ':";,J.;)J:.; 0t.: .o~)~~::':I''''1='-:::~ 

~.~~~'; 5·~ pu_r~~~~..,e~ !-5,~r:-..: ~;:~§.?~Irt,;~F:;~~.:fUJ~~ s17r::r~~0~?;:~~ ~p:;~~~·lt'~f;cao , 
or l?~?_~.~_e,s ,~o~':".?';'~~:::-Ge~.~p~:~~! g~~·~.:l§~?~:~Pql3-.":~r~~E-:J"ba~;:;{, :-J:>8o~:: ~~r.:~~~h 
June 2.., .... :L;98·'O:- _. _ " ... , _ . ~, ... _ .... , .. .0,_.. _.,.... _: '.,", -, • _ ~,-. (. : 

..... \-" ..... - ..... 1., ......... _ .......... ~ ....... ' .......... _._I,..J"'.~ __ ; . .J:.~i·~) ..... ~!:,.._.Q,.;. ..:...:.. 0::':';v::..,; .. \\:,C~ <:'I-~""'!.O -:0': 
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'~ .. ~: "':. ::' '.: ::·TUR..~;;als6carq\les' t1iat :·:SoCa1.") iricll'rrea. :.:unt:ea.:sena'b!;e gas 

costs reSultinq'from ::'~ts ':pUrcnase"s' fro:n:NWCi"ll' Eebr.uary;:>::Ma;rch;:::,::. :." 
··and-:Apr:i:l'·arid:'from;:::PG&E';"~in··'Ma:y:"a:nd':J.une;~-""'I''OR'N'r:-r.ecommends::":tbat·:"-,,,::,--:o:·~. 

S 23. 79-5 • 0'0,0' be d;tsal'lowed ~:on ;::account: '::of :t·hese:,:aet~onS':;'.i: ~'rtr.RN ';:al'so ':' ~::; 
questions Socal t s scheduling of a compressoros:t'at"1'on::::ove:r,ha'U'l;::"~' ;~C;,.,:~ 

-;:: ~:.::' '~CGPA origi:nill'y"'supported:rSoCalJ:! t, sr\l''recover.yco~t;:i:tS NW 

and-PG&E:.'qas~~costs. :-:':However. '-'it';-:ars'o' mOd~if:l:ed'$itst"'POSi-:tion£foJj;o~"llq 

the disclosure that PG&E did m.aKe oest-efforts gas. ava:el"a,oIe:in.5 

April. contendiriq,~tna·t')So~a:t shou-ld":.'h'a:veepu'rchc(s'ed tne PG~E: gas 
~ :5~: ~~~2 ~~ ~:~O~~ ~0~::~02 vlcc~~ 

rather than the NW,v~as .... ,-" -'- " ... y c ...... 'c'-"-~ .... ." ............. ,::,:" .. ; 
~., " . . ", ....... -.J •.• ) .... _ ......... j. • ". ..... ::.. .,~ ....... !,.. ~ \",0 ",. "-' - .., I .... '-' •• ...l _ 

~~~=:w ~~o~~~~~o~ ~~~~0~ ~o 00~5~ 
V-"',~:, r -,-,,',,-. '0-." D:l.scuss·l,on"" _~.;. r ~ ,.. •• ') ...... .... 

_ ..... .,.~..,. ~ ....... '" .... ' ~ _ •• ... J -./ ',,'."_ "' __ "~ _ .... ~ 

SoCal ma.kes:-a::'nUmber\.~'of.:a:ss·ert:i:-ons.-::i:n=support of its 
~~~.O~=~~ c: ~~D::~ ~o=:oc~~ ~o 0~~~~ n~~ 

contention that its NW'gas purchases were reasonable .. _ It argues • 1,." __ •• ____ , _ 

that. it,.was contrac:~ua~~y..::o1?liqa,t.~~.:~~;;~b~y.::;.~eeStg?s~(:>::~~S~~e:[,;~~so::.::>= 
cost"less:,than- alternate fuel, ,and.,that .. its .. actions_wer:e .... cons.istEmt, 

, .. .... ....~ .• ~. , ... . -..- __ ......... __ .... 1-:,,- ._, ~ • .t...t ...... ,A. _...... ..._ ..... ' ... J ... -...J _ ...... t...o,..J.,.~.... ~: .. _I_ 

with Commission::pol;~~::;:,I~~:,c~~i~::~~a~ ~~~og~~::w~~~~g~ 9tcS~~t~.'!; 
origin,-.-for purposesoof:: app~~~g:::: f~<l~;-a~ ."!~~;~~Y:~ ~~~~~~S0~~ Canadian 

oriqill for;~ano-ther;;.p~.rp,os~~ .,,:~!-=~:r::~~~~:. t~~=-;~c:~~~l~~~~~ ~~~:~::'.~o:
back:>El: .. Paso:,and:::'I'rans'W~s::e~ :3:-t;t:)pb.;~~,:.~V'~~:.:f~.::n8:~.:~~a~oh~?;:~=~:D.:.:' 

purchased. Each of these contentions i:;;:;?sl9;.-~s?~?:.~oe~~~:-.:!.: ::'.::::: .::~ :c:oc: 
2.. Reasonableness.. in-General" ::0 _: ~.:.~~ ":':-;;:-:0: ~);-::- ;:--y:.t,:,C'::: :"r-." 

SoCal orl'gl:nall.Y -suPPorted':it~s entire supply..:acquisition 
,-: :'-:..: ~'. ~:!:)':'.:J:':': -:, C'... ~ . .:,":' ':) ~--:.: -=...: :.:~?;:; ~ .:: "( I~ ... - o.~ ~'"' ~:.) b::.:-r' 

policy during-t.his::: per,iod '::,a5:: !lay~q,.>~uS~.~~f?-~ly;) ~.~~~y~% a least~ 
cost supply :':\ix, ::r~asonable::in 'lf1ghtS of ·a'ltern'ate~'fuelj·.pr,1ces and 

·'\O __ :-::I;-'7':';-"'~'.~·~ ':,'t..::':'-::-; :",~:)j"-:C\c:~~:' rj:-,r~ ":'1'0 ':):)-Ar 

c:-ude oil costs", and:,consistent.-,with"CommisSion 'pollcy~~ :).fter the 
'0., """_ _, ......... , .... __ .... " .. ,' ...... ~' ...... _____ .... _, ........ : ..... __ ..... ;,."\,.. ... .,.:.,. ..... _ 

circumstances relating to PGScE" s o,ffe'r~of'):Se'st'~:ef£ort:s 'qa-s in Ap~il 

became knO\-lr., SoCal resorted to a different argument t.o· support its 

NW gas purchases after April 4.. 'I'hat later argwnent is discussed 

separately • 
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:,:~' :::SoCal' :,rel,ie-s ;::heavil~ on :i;t;5 :;Ow:n' ~e,s:~or;.Y; .:and:.s.t'he testimony 

of staff':wites:s,::Ki-ng,;: who:.:agr¢e,d t,hat,>;~l ~~.a.c_te~'.::.r::e~~,~lxw: ~:':;-~C,) 

However 1:_-,Kinq:~,:s':7testi..":\ony:was :ba,s:ed:::o:n \~~st:ak~:::a:s~p.:ti;~;;s.::t:~~~.r~.~,9' 

the:avaiJ:ab±'li ty:,of; .:P.G,&E-::best-:eff~r:ts;::g,a~-:-af~e%),:;:p',J;;;J:., ~'''; aJ?c; . i.~'7' , ,~ S 2: 

s\lbject.~to"":::i;n.terpretat·ion-.·,":"·,-"--,,,,,,,,\ 'c' ':.(" -,-" ·'<~~"',.;"'""'O ~" ~,--o:) ,->~,,,,~~,-,,-,,,-, . . '. ""'-'"""" ... ~ ... !,~'-.'" ..... .J ...... _ '_""~"''-'.''~''''''-'4 •. ...I''-'d '.' __ ... .,, __ 1 _ f:.,.. .... V_ ......... _:.;1 

, ,- .: :.King: :o~<fered ',:t:wo: 'qene~al}-:qu:;i.,d:e:l:i,n~~ .!:~,ha. :,::,'k!~ ~.~~i ders· 
"appropriate :,£or, sevaluat.1:ng .:,:qas: pux::cha,s:e pr,a.c:t:.ices. ", ... 'the,se' ,.,g:ui-deline,s 

... "" ..... ~(. .. """ ..... ~~ --.;.,)-' ".'''''' ........ _; 

are as .. :foJ:lows·::"./:.~. ~~~-':'C·~~··::-':'~2~)~ ::>:~..J;":""" '::'':::lj ~:>;~·os :r.;:,:- :":;,:'::::c,~,~:~~::, ;,:.:::' 

.. " ~l:;:::- The sequencec:Of,·:purchases' t:r,ort:'-:::e~~-t;.i;?-g:"::X-:7:'=::Q:: ,,,:,.:::::::;:, 
supply sources should be such that a... ,_ . 
least-cost supply mix is achieved.Gover a;:-:':' ."~;::;,:: :",>:- ::;":::,",; 

range of demand condition~ within 
prevailinq cont,ra~€u.al, ,and regulatory 
conditions. 

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

"2. Discretionary purchases under eXisting ,. 
contracts should not be made if t~~~:~~~ 

,: ~ -~\: :cost:::at:-:the::califor:niaoborde;r!.':e~e~e~~;;: I,.;:;:'02 
_ the .price of imported crude to p~~ro'leum, ' 

,~' ... ,,' '" re:±ners': H' ' .. ':;' ': .. !-;' .;/".~ ~:' .. :.;.: s.:": ~ -:::..rc: ;:.'.:'::'~' 'tf /. ,:.:~..:: ;- :.;:-~:: t.::> _~::' ~~ ::.', ~ ~~Q':l 

King:' characterized ~::the:'~'soCal:-: system:; as~ ,"relat±velY.:ifree'lt to'~arranqe:'" 
... - •... ~ ~ ... ' .,....'f"')-- •. , ........ ,,' - ... _ ..... ,. ~ •.• :-.,-' '. ++- ' ...... ~ ,.,1., r .. _.... ;>' •• ~,-. _ -..J. __ ..... ~, ...... ..- . ,. 

its takes" from~ its"various~ suppl.iers· ... in~a .... sequence~ that~'res'C.!ts :tn.:>:) 
a-":ieast;:;co~t supply";m1x:::'ov~r a::,rang.e':'6f::'demandYc6ndit,:tons.:-~.!.::~",,::';o:' :<;' :::.,' 

:: -'- '~" ,;- '-0: !ohe' seconcL giiidel'ine~-rs;::deser:£l~eaqas:':cons,i'st.erit With::.: ;:')..:-:" 

com."niss:t6n poJ:icr supporting.:: ad:iu~s±tion o'f~:ma'x:tin~~)avad>lable ::~~> :'-:::0 

quanti'ties< of:: ga's:: to"': reduce\"depena:ence on~'iinportea:' oa;'I~' to;:t'he-:: lowest 
' ... , .... ,:, .", ..... :-,.~ •• ,.,' •• _ WY,., ................ _ ..... ____ •• "' •• , ... ..:_ ....... ";-". .. .. 

possible level:.' -King" states :~- ; .. ~ "'~ -' ',- "..J_">'J.J ... ' :...0 :-:. :;;:'';' • A)C-:;:l.;:': :;-:::;.:-:: 

.. Al though the Commi 5S i on d.io.::.not::p~o-tide~:a.n-::.": 9 .. ::'':':':'::';: 
,~', ",:' .. indica:ei,on o,f:.:t:he pr:!.ce::,~~;i:t .c~~~~~,~;-~,~: _:::-,')02 

. prudent to pay_in acquiring-gas to reauce such - , ~, dependence-; ". it:': wou.la:. be::-'re'ason'a'bl~ t"O:'(as:sume ':):: '::-::;.:;,:;: "-:-:..::' C'7' 

• 'w that: .a:·pr,i,ce.",: lO:W,er ~haD~'f;t:J:l~ .eguiY~.le~~.;~~~\l, ;':':;':; '/ ; .. :;(; ;:.;::: .: ::~:::, 
, ,_ , .. _. price of the importe~ crude presurnably~ ~ _. 
- co ":' - displaced: wot1ld,;,:'prov~de-::'economi~·bene£.its, ,to.:~c:> ~ .::.;:: ~<::.:-=-;, 

.:..;'-; -~' '-,;. t~~ .s5>~~~::'s~;-::r?-,~e::~~~:.-~c ':':: ,::,or.::: 0:: :;::.:~.:: .. '>:,,:,: :".':;'::J"-:'':,,: ~~ ~L"::>~';:~ 
'-.' -~ ... '~--" .,~ , ......... ,- - ... ,' - ...... '., .... ,' ... 

.,'_1, 
- I r .... ,- .. :-... 

: ... -" _ ..... 

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

- I". - 1": ~ ..,.. ,"- ...:~ _ .. -- -" ~, ... ~ ~~'. ~ .. 

-::;:- -9-

• 

• 



~. 

• 
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This test is:' o·fferea,·~when~~·the:;·irriined:±ateOeffect. of the::s1lpply choice 
';.\;' ~ >-:>.~ ~- !,",'~':: --: :0#' '.; ;',;"::. ".\-,::, i :0 :-~c~ l~~.~ ~~'.:\:'~~(":'~:;:::. 

is a variation· in.*,deliver·ies-,to,.customers wbo-usec:,petrcleum Jo ... • _-, - ' ...... ___ ..... __ ._.u ........ _ ..... .-J ___ ..... __ t .... _ ...... _'-"_ 

products::·in-:the:·absence'::ot:"naturai,,:g.as~::~::· ':':"::0>:;: ::~:: ~):--:j 0:
::,:_~::" ~,'-.':'.4.>: ::~·t·,. "'~':>~':.:"'~i.'.>~~~\(: ~:',::J"::'~)~:"':/:'., -:-0": . _-()"'·~ .. :'h;; 

Kinq reyiew~ So cal..', s ~ opera tine; t:ecords ,- :and.:: cOXlc:1 uded that 
•• ..... _ , ............ _ -< 'VA _ • ....u . _.... >.,_ .... _ , ..... _ _ _ ~"""''''''' .. _ ... "r __ • 

its sequence: oC taKes'::Wa's.in·::~aCcord· with":the:?f·ir·st gu.ide.:t;.ine. He 
~".'"'!.:. -::,. '~.l' ... '.:':' ~.; .';:c '":.:::~:: ~,:~,r -:-::'c, =':7~~'\~,j",":,f;r-~C: P,!'"'!0':;S2SC: 

al so compared: .:t:-be:: ~o.s.:t of,~, ~ 9~.: ~::i-~~ c~(:1~~~-; 9'~;-:l?r ;==~::,p:~~?l i sned 
by the Depart.~ent~· of:': Energy-: and': 'con:Cllld'edQ th~tS SoC'al!':;g:J pU'rchases met 

r I·V ' '~:: o:.~' .. : "::.j ._ -: ~ :: ::..~. ".:~ ~'~! - :, ~-:. ...... ':'- ",: .;,.' :" .: .. ::~; f :: .r.;:, ... C"l = "":. ~~ ~J"c.;~:: 
the second <N-:ide~ine-.. .- ,I~· makin~ .. that... compar.ison... KinQ;::- cons·idered 

• •••• "'-- _ ' • _ ~ w '. "..... •. -"... __ ...... ... ._~ -. _ _ .. J',.,., ,_ \ __ .. __ ~. 

the possibility that": thee-ieet'iic utl.'li ties;woua.d:;.1ncciJ:~a:~ $3 per 
~. ,--,I, ::>:"":f" .. ::' ..... -,~:/ ".., ... ..:... ..... '"'-- ~:,~ ... -~ ... .:,.,,..-...;. ~-::;"+/."....,r' ~ ~r,? ~"11-0.~",,-,. ~,.-

barrel penalty .under; f.uel,,:oiJ.,,~i:on.tracts::a:nd·- ,concludea'; tna~t the net 
'- .. • -'. ..~.... _.~ ~...... .... • ~ - \ ~ _ ,_.... ..... __ \",:. l,.; v· .............. (". ... J .... 

cost of acquiring -m; qa:s 'wa:s:'lies:sO't-ban th~.cost":·of .iii{pOrted crude 
. ,': .. ~':..-; ~?;'~:: ':1.'-':1:-. • ~~J ,,:~,~~: 21 .. c':~ ~;:~..:~~~ '''CJ .. L ~~;~·tv.r 

d~splaced, "even .after assuminq.:an extreme ,case.,w::I.th:"respect to 
•. • .... -.- .... '. "'-'" _ _ ......... .... ~ -.- ___ 'w .... ~ \.,.. r'~ 'I _ 1. 1 ....... _ .. ' ;... 

penalties i~ elect""~iC=- utI11ty?~fuel'~:oi1.:(Cont:ra'ets~""~ -;:J::"::;-:S;'~ 
-:",,-,.. ...... "~, ...... ,'"', ........ ....., -., .... 1' :-'t'l j·r:'·' ..... "'iI""\~;-"'-("" ..... f'o, ... ~~;..,..: 

SoCai"s~te~~ ¥~~=~~i~~;;:~(~~~;~~t?-~42~~~§'~l guidelines ~ 
it neither advocates:; 'tbe'; "a"dop'tion 'of": such gu:id'el.ines' byJ the 

~ ":- ~ ... ,,,,~. (',.....0~·~ ;;;';'"r ~.~.\r .... _'--.... , ... ~t"'! ~:'''.'''-.''~ :::.... .. ·r~.· .. rl,..! .... 
Commission nor" the~ ;rc{~~):la~_; ~~;ipp:l~~a.8.-~~,~:Y~~~~ ~~~gf~ ~~ such 
guidelines in fUture-: :;Proceedi'nqs;:-: :·SOCa:1:: :st:at'es:~':::;C: "':'.s:)02. 

~I .:. t ..... -'~ • ".~"""" ....... ',- ..... 

"SoCal is of the view that cornparisons .... ·to -4 ... w"'-'_'" 

:: .. : - :a-lternate £ue-l::::cos'ts'{::i:n:,:'tbe IM:rket:'''are-:':of:r ;;;:: :::;;:;.:..:::'::> .: ::-;:;.:)~~ 

- . -..:,"' '7of~~ue)_~~; :thi~ .p.r.oee.e?:~g:x~d>~r~:~ a.F,a:t;.i5'P·~; v~":c: ;::.::, -:-..:'c'c:;::,':'-::) 
. C=l. terl.a aqal.l:lst which to measure Soca'l' s '. . . . 

. :, :·a:Ctlon:berein,:':··but>tn:l.rso: Coromi'ssi':On-::s1'ioul:d-::: "j:,,:; ';~'~':;..:..;~.:::: .:.,~":. 
refrain from adopting rigid standaro.s .which, .... _ ." , ."~ "~"._ 
coulc. adverseJy affect SoCal' s purchase'" --"'''.~- ~.,.' '. "--""-'-

. poli-c:i:es on': a~:-day,;.;t"~ayba·si~s:::'")c:c.::::: ;:,:;:. .::~::. ':D:,:;':; 

SoCal recor.unendsthat~,tbe:·:Commis:si~n. "cotiti1.'l.ue:-to.·~O:e·:ter:riUne:> the:::': ::':: 

reasonableness:'-¢f "its';'~pUrcha::se's:' on"::-a':::c·ase~by.;.;ca.Se:) ba-S:iS:~I~": ::-:: .. :-:: ~~.::.:::.,-:':. 
~-." ' ... :' socai<:arq1:ies:;:t-bat'':l;.t:s. ;purcha:s:e:r.o:fJ NW":!ga;S:l.wa:s ."iroctne:. :;:::-:'2: 

economic interest of southern· ·ea.1:.i"fornia .... ::.:;<To:~!Suppor.t ~::arc;ament/; 

it offers its own version of an alternate fuel tes,t: the price that 

electric utilities 'N'ould have paid for their highest priced purchases 
of fuel oil. SoCal states: 

,. r _ -10 ... 
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.. :,' ,,:':-.':"; "~The::cost to SoCal>of.-Northw~st,""'9as~)~s:-.~e:l9~:)tb.~ ",.,'.:' d~ 
i:eremental cost of low sulfur fuel oil to 

'S6cal;:' 's':- eleetri'ci utJ:li tT-"customersi~? .:: A~ordinqi::' ::; - ~:: ': ~ ~", 
to the FPC Form 423: s: __ .fil~d;:'by_,,: SO~~,rl?-::~~~l,i#~r??-.i.a.::':-)::i::'c-,:,:" 

, ,Edison, Los Anqeles Department of Water and. -
, : - Power-;::San-'Diego Gas:'u<r-:Electi:rCi; C'!ty':o:r- :-I,::":~: 
.. ' .. Burbank Pu'blic:::J,S~r:v'i~e, :')Gl~n~al~ P~blic;>:.~.~ry~e'~:';"!':.:r:< ", .::-';: 

. Pasaeena Department of Water and Power and -
. -.:, .. - !!:-.peria.l-::~rriqatj;on'):oist-r1Ct-;these Co.(s~omers:::::'':':'~·;';:·:' 0 ';'::::; 

",:"; purehased:.22%;:·(appr.oxim.a:tely.-:.2l.,..~8,-:~t~l)::::,.0:f".:.:-':- .•. : ~.:-:':: ... ~ 
their total fuel pur.chases at priees above -

... SS~l5a-3-per)MMbtu' :'O,unn(f th~ months of':' Februa:ry .:.Y";c::: '::;c.:., ':: 
··March:-and::'April:: of~1.9.8:9;. ::IF~.r::"t~ :f;u~l:,,~:i.l v.:::: :....:,:;: ,.:::;,: :;::.<':: 
purchased.above,the priee of the Northwest gas -
at' $5;~ls:g3:- per MMBtu~, ';the.-,:average-'prlee:··was 'c= L.t~",:;):: .' :.'::::::':' 

'~. ., $5-.5291 per;,MMBtu.;.:; ;"pproximat~l.y :~;~ ',0:£ ~t.;:::,:,:;::':J::<-, ;,) :'~~,::;::; 
was low sulfur No. 6 f,"el oil. The rest was ,. 

:: ~ j'et'~'fue'l";""No~':"<2 'oll:andO-tbe:r:,liqht ·fu:e-i!s .• ::~~\·"-~,:,,, . ;.:.::': .:: .. ::-:c::,:: 
!-takinq th~ ,reasonabl.e.· assumptip.n! ,!:~~.:t}:l~.)::.':::: .. ~; "~,~,,,:,: _,~,:-;,.,~. 
hiqhes:t: pricee fuel oil was, displaced first, 

~ ft :{s--'apparent: that·::red.ueed~,ael±veri'es:;'t~' ':'~:,~o2 

• 

Socal' :s:,.el,ec:tri~ ,1l:t:.i-l i:ty .c~,s~me.r $:, .rn~~~:, :t:~ t:,;,;: -:.y:-: .:' ~: :';."':: ::- •. 
they would, have, purehaseQ. additional f'uel oil 
at', a:: cost 'qreater":'thatr·the::,cO'St?,at~;;wh:ILcnx·~;" :;0:: ,":,;:''::;; ,::.::::;~:c'~_; • 

SoCal. purehas~d~:the:::.:N~rth:.-re's:t..::_q1la,n.~t:C~~~.:.f:: ::;.' ;:;'':''.:;.::;''.:<).:.r;7') 

natural !!~S;~_~',:,:.::- '::":"~:-::C'J :; ;:.,:::,' ',;',':'.". ':,.-;"::' -;0 ::.::. ,~.::.:)03" 
SoCal claims that'~i~he-;-,req:i'¢nal:econo,It'lY:::O:e,n~f.i:t~ ':IJ~y.-::-!laY~9 this 
cheaper enerQY -~vai·libl.e=,' s'inee:::'tbe?i-a~e~'f"or ':e-J.tect"r1&;se.rv-iee were 

~ -~~=~ ~~~~~0~ c: ~~!~W ~2~:G~~ 0~:~~!~~ 
mitigated, and the~:b~niIlg::of.:qa:S) in.s~t:ea~J:of, :f!l~:k.:oiJ.:.p~e~~fits the 

I ,"""" ~ •• :"., ... "';'. :'~,,""'" .. ::':"~""""I'- ... T', ':""- .. _ '.., _ ~~'~ ..,A.~r~· r- .~....,..~ I'l>ot~. _....,.'; ... ~ ... reg:l.on's a:1.r qua"l-:l. tv .'~". -~,'- ".h'" ' .. -',~ ',.'". - ..... - - '-'."';;)"-' I..\.; -- "._'-' --, -' .... 

:2~~~~::C ~':G)o2 ~~~~~~ V~02~~vbc b:~o~ 
SoCal also Sllppo,r:t.sl~;L~:s .p_~'t:C:.has~.:.,;..of::. ~::. g:a.:s.: :.a .. s,:o~easona'ble 

i:l liqht: of-:.t·he):pr:ev.a-il:inq::f:u:e:l :s.!lpply::·c~_nd:i·~:iop._~" ~.?o~~~,-:. ~D:)c2 

cnaracterizes'; .. the:: oi-l:.1tIar.:k~::.d'ur,in~J') thi:s~;;~.r..i:9d.:~§ ~~c~X:~~:?-F::~;:~;:,(Y:: 

terms of'::both .pr.,iee-;~and.~ v.e:-l umes';?-:an?,- :d~se;r;:i~~ -:..t.q~.:.~.:: ;,g!¥i::. as " a 

we'l c:ome:s ourc:e :0£xclean:.'.pur.n1n·q.:. .:en~r~Sl'Y ~~':: (;.;;" ::' ;..: 0 :::: :: ,;) :: :::. c-"; :) :; :: .::. ::l:':': 0 ~ O~ ':) 

a· .... ". _. ,--.;, ....... '-.,.--- .... ~ ;';", :.. ,~t-
...... ,,.. "r~ ... ~ .. 

. ~, -11-
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SoCal.:::.£urther",:ar<;1ues,:,that·-;·-its';'NWopurchases~::were 
. _"-' ',"' .. /:-:~,"::<.~ ~,:: .. ~' .~'::.."~~-' ~'·f~.,..~~~.::" ~_'~~_:L:')r"":~;l ,-;:~ rC'-:~r:~ ~o 

consistent with this Comm.ission'-s-por:rcY-'-"S~u:ppo·r·t"!Ilg"""a'ccruisition of 
.. -., ~ - -~' , .. , : 1 -' I ~ -I.- ,". "", '-',...J ''':~",'":- L"" ~~ '.~ .. ' ,~~~ '; .. ':"'" ~ :.~ ')'f./' :'0"":."": ,.( :: I' 

maximum quant·i't:J:e~s~-o'f":::-g:a-s::t'o-reau·c·e::-O:epeno.ence" on ... imported oil to 
.......... :_ .. _..,;;_. ''-: .. ' . _..::." " '. _... ... ,... '" c',· " ~" _ -' .. c';.:.,... _. 

the lowest possible level, agreeing with King ~this~egard~ 

SoCal also refers t~' astat·ement::dateo.':: ~pr±l.v:Z4.,':: 198·0~';·by certain 
--..... ~,:., .... "'-', ", n-. ..... I' ....... ;....,.,\ -"- .... ";'.·1(. ..... ;.. ..... ~ ... _ .. .w.. ' 

California enerqy~. officlals.,:. requestinq';rell.e:~~rom:.leaeral laws .. ',L"" __ p.". ,,_ ... _ .......... _. -v ....... _ ............. , ____ '_ , ............. ~ .. \I, 

that restrict natural;:gast·,~:s~·::::~oCal:,st~te's=: ~)"''rh~~opo.liey directions 
.~;"-_.:'J,.< "'~r:: ;:' .. \:--'.:~~;.;;? ~·:':';':£t~~.""':':::) 

offered by this~ Commission and the'state administration denote the 
PUbli:;i~te~~~t~:~~ s~~i~'~llii~ it~~::~~~~~~~ ~~?~ ~¥~ibg~i~5:iii .:~:;O~ 
li;ht of these policy statements :'-.::~;;;.;:,:-::)::.;:;'::"':: ;:::'):;'~.::, .. ;::0.:)08 ~ ;:':-.:; ?;; '::.0,,":"::: 

. :..~~ ~".~: :."',:; __ ~I~\.--:' :::- ~-I'..,rD;~ b~:.:;c· .. ~,r ..... 1: ~:,:..';::.~ :':':);./",)'"'!.r', -:9~=~':'~~ 1~ ~~o? 
.. SoCal eautions that its actions" must be examined "in light 

.,'_r c, ..... _ ..... ':,- ~r.,·\ .... ' -,/';''''~ •. , ....... , ""'j" r-,"- ":.;.. :-01",,,,:-r, .:,_t:~:.:r-,....~~,.:::. ,..-,....t""1:.. ..... :~c...,...":"'"".J,. ""',M,,., __ ......... ':t-

0::- the- cl:rcumsta%lces~'l'revairi:lq- aOnd' re'asonably~' foreseeaole'"' at-the ..... --

ti."'ne of the decision." When "this standard is applied,. s~c~i:":ar~~~ 
i"""':::? _, :~CI .::.-:C".,:+- ..... ..::;'"' t:"'/'''\i>:':;'~~:--: "'J;:' ,...~..::~~.=»~ ~~_"''''!~:Cfl 

that this Comm.is:S;1o:n:-; :.I~!1st:\ ;~~n.e~ !19-~.:)~~ t.,: ~.c?ga~~~ l?~cE~~~ were 
reasonable. II , ~:,:- .:.:' ~.:::.: -:.~:<;~: ~~ ~:,~ ~ :.r.::, c: ;-:0-:':: ;~~, ~ ~:: 1;-;:l:': 5::' ~~:.':)"!~c~~ 

c .. ·· ::::.~: .:? \..,'j ;).r_:i~':):· .. :~·c.~ ~.:.:J~ :. .::.::, ::.~~.~:\:~~,;. o~::~.s ~~~'t'-fy ;:-.: 

SoCaJ.~~la~S:--,~~~.;;~.;:y: 8:::.'.' ::;:~:, ,-:-:,.::,;-:~s.·,:::.::s-:::'\ ;.x-..:.;:. 
"_ •• coula:>·n¢treaso:c.~a'bly?'have anticipat·eo.~~n~::: :::::-.:: 
mio.-Februar7f0 thr·ougr{.ol.a't'e:: ~poril.:; whenz.-purcbaslng 
Northwes't:::volumes:l,that tWO=·:to2 :four morith~bence";j 
in late" JUne-;'SoCa'lwould': 'commence:;··t::urninq..'bac-k=- .:: 

" ... :: .. " ·g~sf,r~,m~E:l-: 'pas.o~".~~:T~a?S~~~::er~~~::, ::.::-: ;' ~,<= :::r::lD.~~ .:'.:.:':>.":: 

SoCal_ ~9t.esf.r9~ :K~9:' ,~. ~~~.l·n~:t~op.::BY ~~~~f:: ~.~~s~_~~ ~.?-PP?~.:)~~s 

,0proP9~ tioor.,-:: incl:u.diong t~e:. ;o~~~~q·:~-:o:--: ": ':'.-: ~c," ::0 .: i.:y: 0:: ;:; ~ . .:.:.;:':.~:;:': 
"0 Do you have any opinion as to the, causes of-.j ,-;:.' ":':::'~/:';' 

this situation which develo'Oe,d in' JUt'le J -' ~ 
where ,the- company.:.wa·s,:.;requ·i,r:ed:::to ·und:e'r-=;:,JoZ~" 
nominate·' EFPasO:; a:nd:::'Tranoswe:st'ern~; i'n.) tbe-:-:.way: 
t.hati's'··refJ:eeteo:; ~e:re'?;:: ':;.:.: . ..:..:":: ;0:'; ~) _: ': ;-:;"',": ~.: ');;:: 

,<., ....... ,'"..,.-::,. l-:.~' ~t;~-I~·-.~· ..... .t") '~~',.I~ "'," -. ..... ~ ,....,f"'If ;"_,,,::.., ,,,,,.-, ;.. ... foI_.r.·", 

" A I.t. owas.° an: accumula tlon~ o.f ... ·event';s:": be'QiXlD.:ing:,:' ~ 
",.- ~...... ,,' ..... ~ ~.,. '_ - __ ,' "I .. " "..... ...._ _ _ ... ' _. ... v- ~ •• ' ~ ... I .... _ t w 

w.i:th:: an,: extremely warn· wInter ,_ one_.,o£. 'the. ; ... 
. warmes-~, w:~e;r~,:'.in~. ,t?~~ ~~s~;) 4:~~. oY~~:~:~ -~.~l:-.~;; 
so~~.e~:, ~ _ i~,o_~~~r;~:;-~ c:: ·:,::.~v-::.~.;:; ';::)"!:.:~~;::::' 

-::: - -lZ-
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,': Also,,, ,; i:t::- inyolye<i: ~he::, ayail,ability:-:-o.f:.; exeess~ 
or s.ur~lus el,:,etrie-power from the Northwest. 

" ~ L~"" .-.; _ ,_" > ''''_~ ....... , .,'",,', • ___ "-'-\ .. '" ,_, •• ,:;.,:;~;.-~.:;::~r;;(:.~. ~,:,;,;~',.:;' ;'i:;:-",,' ~~~':"::' .~'.:~:,.~~)~ 

"It involves the'obligation that the eleetrie 
," ~'~'iltl.liti'es" have·":t·o' burn·~eert·aitl'··gy.antit·ies-o.f:':'~··' , ... ~:;,~;:;,'7: 
'~-t --', fuel ... ~oil. ---- ... ~ .. "".~ '.~~ ........ - .... "' .. ".\_~~ .'.· .. , .. ~r ... ''\~''''':''''''l''J-~' ,... .... 

,,,, .,-. ..- J.-+_, > •• w_" .' ........ _' ........... _._' .. _ .. /~ ....... . , ......... __ •. ,f,. ... v\,,~ :::::,~ .. ·· .. l\·::;~ ::};~:, 

.. ·.:~And:~all. t'l.1ose:::t;hinqs.::.:,eombine51.:: .. in .su~ha:::,~~y-::: (),~;,:_, .~,<c:; 
that it, just. run (sic) into a~situ.a:tion 

. ... .. ~: .' where';; s6cal': coulo.:: not'~' ac'sorb':~ a·:t 1 ~ the" qas-= .~,::.) s ..::: -: (;':: ~ :..::,:: 
.. . .,: ,:.: \:: . available to,_. i:t.:· had;:. ~:t2; fully;: nornina:~e~:.{:.-: :~") .:: ": ~. :". ::' "! ::;:':-: ;

_ (Emphasis supplied bv SoCal.) .' 
'".'-•• :' -.:: :: ....... ':....:: :"" ... ::... ... .;)"'::.;":~::--,:,~ ,,; ••• f I,.I:··.~'-:;.~~ ..... , ...... :~ ::..'~;.:;:, t:~..:::::8..t..~~~O:, :-::.:t:.:~ .. ~·#cc ;:''':-'::')::~o 

SoCal characterizes such ev-.i.dence as "conclusive" and rec:tUiring a 
:.~.:. '.' ..... ':... ':'.' .-~ C ~:. v'~ .~ .:, ', .... :. ~.,~t~. t,.; ::CI ~ .:--':) ':', .~·~::.c :.~ ~.:!::. U~::· _ r,:';o2 'I .. .;~; ~>"~ .. :,]':;' ;q~ :.: .: " ... c.::c 

finding that SoCal acted reasonably. . , "_ . ~ 
• ::;::'4-:::>;-r:.:~)= .::~=.;~~ .. "':::..::_.;>q ,"~,~",~)'~"",~ j ·~t~ :~ :': ~.:.:._ 

" '. SoCal further argues that it would have turned back gas 
~::' :-, : .: --'.. :-': .. : ,t _ '_' ...... _.-": .. ~:-:.J> ':_.i\,; ';'2 .:.;;.': ,~:-::O":::J ~;I ;,'!:-~ :: ~~,.;~~. :::;:':0 L=:": ,S~ ~~ :::,:102 ' .. 
:rom..its traditional. suppliers even if noNW gas had been purchase~. 

S<?~~~ ~t~:~~~~'·~'~:.'.~ ~,~.,~;.,:\~ ::~';~~~~:.~~~.~ ~.~:, :~~~ ~~~~:;'Y-: . ~;~:~~~~~~:~:J ~~:~ ~.~~~ 
"During ~ebruary :through mid-April of 198:0, 

',,' SoCal:' wa~ not'" oelT reee'innq ~t'he;" N6'rthwest:~ .:::---:~':: ::::':':-::- :- :,:.C:;-

.-

• 

source natural gas from Pacific Interstate,. .. ,', '.' r: .. _,.... -". '," 
it was also taking all gas offered by El Paso ~~---"~' .. "."- ~ 
and Transwe stern

1 
and was wi thdraWJ.

ed
-' nq:. rq~-hr =t'rorilJo2: , • 

its storaqe.:.,f,ie ds~ .. ,.)''I'.hQse.:~~rnb:in. p~e: a;s~:s ... " 
and,:: w;i·thdJ;a:wal,s fr.om~ ,sto~age:-:,ma~e.-:.ado..i~;io~l_i')..::;.: 
ga·s:",:. aY'ai·lablef,or.:: S:o~al,~,s ~s:tomer.s}o-in~l~d.i.n9':-'.~ 
its:::. ,steam: .e-le.etr:i.c:, ,gen~ra:t;inQ' ,c~$~~me.r:s:." C!:::::" .: ::.:: 

So cal claims that had thes-e'::'voJ.:umes~'not::'been~·ava;iJ!a:bie :from Pacific 
.. Inters~te'; Socal~~w6Uld::have 's'olO::;less:,:q~sr; 1ea~inQ'7:tb~ :eJ.~i.e=,')o(~ 

utilities to rely on "other rnore":'co·s'tiy.:'£u:ei= sQ~eeS:;~-or' t-b~'r::~n~:r9Y 
needs_" SoC~l-'-:stat:es ::':;:- :;.:: ;>::, ;':C' ~ ;: ~,:: co,: ;':::-:;, ,'!"" :::.;: ;.' C'''{ oc."''' 

"::~ '~, ..... ~ ~ ~::·,· .. t;·::·.~ ';""-~T'''l~) ;."~ .... ;:"r.4," ;-(}~ ~ /,:~~-; '. ;~; ::- j.. ..... ~~~. 

11 SocaL woUlQ.~not:~hay.e:-.f\lr:tp¢r·v·~~~ <i~w.n'""7r.:ts;..;'f: 
V'ol:ume:s.: of.:: storaqe."Jn:.¢rd~r:~. to·;:~av~ s.e.r:v:.e~o;: 
the eleetric- utilities::-.at-,·thevsame:·",level o,:£.;
service during that periOd bec'ause~ 'S6cat " ,." 
determiued}'that;";'i,'t"had Q.'ra~';'·Qown:>rits:; st'oraqe .,\" 
to its, lowest'- rea.sOnaJ5.1e':.:rev.e.l::-J:n:;-v~w-:.:oE'· t-he 
primary- ftlnct'ion- of~;:sto'raQe:::whi:-Cb~:i'S(: to'::'p'r-oVide 
assured service to h:i!gh-=-:pr:;',ori"tT 'eU:g.tO,.;ners-r.C1,2 

... .: ~.- -13-
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Thus, SoCal=-concludes that';:if itDhad:~notr..purcb.ased<c,the=t-.'1Cgas the 
only- result·,::would~have"':been<Iess":gas.!::ava:·:I:la.b,le::;±::J. the spring.:::of.G~::'o::, 

1980 for':: :i:ts- customers. :~:SoCal:.:c1a::trii.s:::'thatci:ts;:purchasecpattern8for.; 
. i:he'::- !Jeriod::' suosequent:'i:o:-, the:-,: sprinq-:purchases~ou:ld have, remained:- ~:.;: 

unehanged: ,~'-. -: ,_.,"::::::"~.J~~':-::, ~,~; ::"D ~~~ ~' . ..;:;:' , .. ;;',;.~ ~'~:J:' ;;'I~~: ,:!, s'r:: ~~..:: i~:~ ?,~ ~ ~:.:o ?::~.: ~~\l~)",:q: 

':<",.':::.: --::". Staff;'; counseroffers',:, a':: di£,ferentq:opinion with regard-t:to:;-:::'::' 

these~: circumstance's:.;:':; He;; coritends~~\on:. beha.J:f::of",'the comm£ss±on:~sr.::: :;:0 

Legal Di vi's ion;' that:: 'SoCal;~:has'::, not2. sat,1sfied,:::, :l::t·s,::. oo.rden/"o£;:'proving the 

rea-soilabl~ness-: of:: it·s":'NW'purch·ases.::-:for thi's penod;;.;: bHe:recornmeDds",':: 

that the associated gas costs be disallowed. . :7';-:';:>: o;:~;~ 

:, -: "",,,"-,, StafF·counse1;~d'i·saqrees:Jwith Socal:O:s con.tention?that even 

.. without:' tne ~"'W'·:gas" it'':''W'ould not::·have(;b~n;:able:JtO-:purC'hase~.additi.onal 

volUIl".es from El: PasO:: and:':Tran:swestern.:~':;.ge:,:pointsvou.t that.)SoCal:-;.;::-:;:: 

had gas in storage::' well'·" in:> ~xe.eg:s of:-vol;c.meS::) nece ssary to;'" assure 
. '.~ .~.. ;-:~\" :.;", • ::'.: ;"', :::,c~ ... ~ ~~.> :'"<,;: ," I~O .,. ~ -"') ~_...i.;.. ;,rJ r ,. (¥~- r. 

service to P-l... tbroug;h P-4_.cus:tomers~·for,_:thls:,·ent.ir,e:per.±~od. He 
- I. ..... __ .' ",.. ~, ......... ...., ... ___ ,_1.". .... ~ .,_,~_~"",,-,"_~~<':.~"'';' .. _l ~ __ ._ --' __ ...,I ..... 041.~1_ 

con tends that had::-· tbe:=' NW":'gas:;> no·t-::- been:>·p1i"rcb.ased!·~::·buts 'iD.Stead gas 
had been wi thdrawn." f'f.:b~. ~i~~a'i~~~ t6~;ainiai~ s-e'rvic:'e~to~p~~ 'at the 

........... - '" _ ..... , ~ ~ • , ... • ••• 1 ..... .- ... ~ ' .... : •• , _ .... ~~ ... ..." ,_, .... :.; ........ :_. ~ -';.., ('"..;!"'. -.J ::.. '"..' 

same level, storage, 1:evel's-:wou:ld have~·rema'iued. aboveiSOC:al' s targets. 

S~~~f~~~~i-~6~1J'<ie~~::t.b~~~,~:ri~1~o~i;:" w~~, ib~C:9as 
,T'" '-~~"' .• _J.., .. .... _ .... ,'"< •• _.~,_,',...; ..... ,"-, ~_""'VI' ..,J ..... _ ..... ... -,n_ 

from Northwest~ 'no't:'ne'ed:ed:~·::ilnmed'1a.tely: to 'prevent:, .~;s.e:ve:re:: adverse 

impact on the public health, safety or welfare,"but~':'m6re:Over, that 
,...., .. !''"' ••• , ..... ;-... ... ''.~ ,' .... , .... "... .• -,,. ... ,: .• ~. ,,~: ...... -, ... ~;.,-~., .... ,': .... - .. • "'.'.""JiII¥r:.~ ..... ~'-"~""'" ... ,.. ....... ,.. :--

it -was' 'no"ineedea- at' 'ill.""" He~ re'ier's'-'t"o 'EPA"5"Opinion"and':':OroerN6;'?'l4:':-
~'"I~"" ~ - -"'~' .... ~ .... -'.-""''1.'', ,~ .... :~ ..... ,- ,\,..~ '. II :.. .. ,-,.,. ~~ r"',·· .. r ~ r~.'~· 

and criticizes Socal for having "":ailea--' t·o- 'r'e'c'ogn'ize~ t"b:i-s'" eXpre:s'S'i'on'" 
--:""·l~·, ,-,,,",,0-' -",",--'''' __ ,-' ....... "-.l-.~." ...... ""'_.,~" ... ' ......... ,r ... -. _~_ . .-..,~ ....... ~ ..... -..'),"')~I'~.~. :/'~"'''-'''''' of- 'national' 'p-ofiCy~' ~ 'He" ar9u:e-s"~ t1:lat(";tbe""exi:st'enCe- 'o'(~ opinion and 

Order i;:-' i4~ ~~ 'P'l61,-il:iii i:-e~cs~~:; ~riciti:ql'?fo:r:;s<scal ~:t-"o;):~~dUce,J~!)·v· ::0 
~ _._~ ~': - ',,::::.. .':':. c: ,:,'~ ~ _r ~.: "';",:,:" _~ ~ ••• '-. = ':",'. ,_ .. , ' .... ',).":" .. -::,' -._.,~ ""7: r .... 'j ....... - _... ::;"0 ,..-,. - ,... - £"\ ' --- - -- ~ .- . ~ - -- ,. ..J.·:.:·_V_...:! ~ ~.v __ .:..~_.:.,.qo ~~":'O-':'::t:;-j' .. :.I-:' purchases. .. 

, < .. ~:: ~S:ttff ~:)~:Jn~~~i'; c):~~i=-nf;: '{ba:t~:s~~i: ba~ rfa:{ie:<:r-:-tc?~.fi·k'?~nT::'? 
::-.:",- .-.':. __ . :~,.:-:c~ .. ~ .. :. ":':.~::~"'-:::. .. :; f \.:- .:..:.:.;.;r:;. ..... ~···. ;., r-~:" -~·-;~r1?_-t- -~ ~ .. t.., r:- __ ,...;... ..... _~-~:r _ ," .~ r ~...! .. f 

adequate explanation why 'the eou£se"--he -s\l"ggest's' was <·no:t ..... ..1- .... - ., __ "t> 

.. ;' .... ~ .. : , ... -:; ... ;,. ... it.:-:~- .,,'-j ... ,.: .. ,)."_-,.,., ..... ~'7'.""';". :. ,....~.~" ... ~ .. _,_I.C" rr~~;* ....... ',;-,..;..4- II:"' .... ;.,.,. .. -r\ .. \.~:.:.. _ ... 
purs-.::.ed. Be" cMra-cte~ri·zes··SoCar'·s-' act'i:'on·s· "as' II'a' \rery'''Poor'"'qa!'i'tbl'e'''''''"' 
that sales to its·'~P::?;~bs¥6rn{is -~6;;id-::in~cr-e~ie)·faie):. -i~tVthe::"iear~":r:.:; 

• 
-2.: - -14-
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:."'.: :,:',- In:·these':'circumstances ;:;.staff counsel con:t;~t:l¢is;, tl:la:tc-::: ,~::; .. ;;-:':' 

cornpa:isons~of 'the cost: of.:.NW\·qas:::.wi th,~;the,~price:.~f=-impor.t~d:c:cru~~~c 

to~·re:iners::-::or. wl.th.::;the :~cost",:of :.: low; sul fll;r.;::No.~:: 6~)fuel.::oil= ar~c ",; 8? ,~.;" 

interesting, ·,bllt academic, .. ~· ,--:He:;arques~ tba:t:~· since~under,~' the':",.colldi t.ions ".. ... . ........ ~, .......... - ' .. " .,' '"" ,_. " 

prevailing during this period NW' gas displaced cheaper El Paso-and-,, 
_ '. ...... _ .... c, ....... 

Transwestern qas-,,. the:,,:pr:oper:~,comparison-.:forceY'al~~~inq:~he prudency 

0: such:':purchases is=with:.:the,:-,price::of'.':,t:he:-d.i:spla~esl::gaS:-,::~9~0.i~_"r:~= 

," .. ,':-::~":,!,'OR..~::also.-:~contends~:tha:t:~:SoCal::~,s;;'~!:.:J>urc,h~;s~s::~~r~,/..::C ,:.:.~~r~.:;,: 

imprttdent~ .. :·':It:·-disaqrees Wi,th a-:;.nurnber;:0·f::,~h-e~~po,intSoma4e;:bYd,S,0,9a,~::;.,: 

a."lC King'.. .. :~~'.>'/~':'':': .c;.~ l ~~; ',.-"c :-:. ~ ~~ ~~ ::~.(.~-'? b~!:L.~ ~~ 0;: ;.:;;, ~~;"':.; :;'::,r:= 

,~\'... .:' ." ... '~:: TUR...~.::" states tha t:·i t supports--::I.<ing:':" s.: f:ir,s~ gu'i51~line - the 

• 

. dail~r~sequence~·of::p1lrehases:-:-::·~as\'far~as .i:t:;,goe:s"~ ";~;:.;-,~:r~ ,~1:lar~.r.:!--,zes 

this .. :guideline aS0very..: limit.ed. in~.,natur.e~ .. ,:'and:-:,sta~.es :.:= :-:o~::: :';':":-::.'':0": 

• '. ,. Mr.; K±n9;~ stated'.:"tbatvthe .sequ:enc,el '\tJ'as.: .. ;t:oc.:b~-:o :"~; ., ,. ..,,:.':) .:);:,;: 
· applied strictly on a daily basis., Given'this 

. -' rest'ri:cted:' appl'icat<ion:; '::, sdca'1;'; coul~ -purcnase-- - <::: .:;::; ':.:') ~ \'-:::; : .• 
, .,d.iscretionarY:-.. : .. hi<;r,b::-co,st::gas:--:-onc,one:!. day:, an~: ::~",;::, ',:;--:':';' ;':::.:' 

_. .. . undernomina:t:e, cheap~r .. gas, the neXt ,daYJ , . 
wlthout'"beinq''' f'o'ilIld'1rnprude'ntS-: c While' .. thi·sc ·:;:;.,i,-:= :: .. ; ::",: ... ::; ::;..;,-.: 

· example':may .represent,.,.,the .ex:treme.: :c'as,e ,,:),~h~,::- ::: ,;'''':''.':':. ,,'," ".~. 
point is that this, Commission. must look. at more 
than: just 'daS:li' 'sequences:';'j,U- 'juQ"q1ncj'tn"eP:) ':.': :':5:'2 

· reasonableness': '0£ ,a:-' u~.il:i,ty:~·s,:,:;qas0,pur:.C:ha:s:inQ':,,::; ~:''''t;-:: ::--:: Z ,~c' --: :: 
ct' II ", .' "pr.a, . :Lce,S,_ ," _ .. -, '", _ "i " ~ ,," , . .. -I • • .., • 

In~::~i~~i~:~~.pr~~~e~/ ~h~~ ... ~~~~~9,e' :b~~;t~~e~~-{~~ '.~~c~O~t=-:;i~~'·::~ 
, •• eo 'p,'''' '.,......-, .. ~.,.' '"I , .... , •• '''', ..... -f_I ........ ~.-:: '.<';, ...... _~,~;;.z. o~.:;)'":;,".):: :"0:: :~:"':'/"I' ",~.~-

evaluatinq.utility_pur,c,ha.ses.,o:ver:.t,ime., ' -. -, " 
.... , ... -~ .• -" -,'.'" - ... ".,'~ .... ~~.,~'\_'-'_'_ ' ..... ' __ _ 'i' 'j ...... , .... ....... r.~ ....... --,'" .J.., ... ~O .. l "":>f""".J· .... ·"""'\·~ .. - ..... 1 ""'''''':'~ 

. _ ~~, T:ORR, sugges:t:s_ .. a, .. c:ormn1~-s~~P.~ P9ii·~. ;t~te~ent. 'tha:t-Jthe~'eos~ts 
...... ~ .. ··· ............... _.v -."- _.--.'_' .... '.-_-4"".,' '-.. ' .• , •. , .............. _.~ ,~.t . .J';"'~:: ..... ~ "):,-.., ~ ... "II"~'::..J,.OC'" .... ~t':.(') ... :,~.:.:.,~-: ~c 

0: various. ,supplies. should be .. considered in utility decisions 
, .,. ",' ,,n' I • ..... / '-... ....r.:. ...;. .. ' .• ' ~".:.. :: r:t _. :: ... ~;." ':....'::::' -,'"':Q:::: .:;,':):: ~/ ~ C ::~c.o,:~ ;" C"'.Jy'r ;:.; n;I' -.- ('1 ~""'I-") 

regar<3.ing operation of storage. It proposes" that available· 'low:-cost 
.' 2 SJ z:;:, ~ :; ~!JC 

gas. should, .be~ 1nj ecteCi .ra:t:hel:.,. than rej ected whenever wssible,. .. 
', ... - ............ '-' -'- ~ "",,' -.:. :;',' - ~ .. :.... ~ ~._IC\·::.. .. f.:,,:: :,:::7:"::'': _:J ~ 02;::~O:> . :..:': ;s.:-e: 

while inj ecti.ons .of. high-: .. cos;tgassb~u.ld be carefully considered " 
... -' •• c, •• ,., '>--_ ".\ •. ' .• "~ ~'.~ i< I'~ '.~I·.c, ":. __ "~~:": j .. ~\.;~= ~,~.",,\"'.J' .~o"::~'::"::,:::":'~X4:) ~'::-~!_·~C>:J':~, 

to, ,de.ter.:nine~":tha..t,,.such .p:UI:c,ha~.e.s. are. neces_s,ar;r:. ,TURN. wa.t:;'ls that 
u __ ,_ ... ~·. ___ ~. \I .k~. ~ ... _, .... ,_, ' .... ,. ' ___ .1'-, ~, ......... '-1,- ,'~J'" -~ .. :::::~-.-,...-, 0"'" ,,",.r"")f""~.~""·-t,_ 

this . .iss-.:.e..rwi.il-.be even mo~e- crUcial'in~the "fi.it.ure.----'·- .> ..... " -,~ --,~ 
.. -''- - '. ~~.~- ...... -'.'':;.!..''~ ~,.-,~ .. / ... :",~....-<:-:~~ ';:"_;· .. ()l~ :,~:!::);""":o.: ;::;.::> c_c .... :::=.: 0:: ;::~~;I':::_:: ~:::,:-::; 
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'~ disa:qrees;-:w:itb: Id.:ri~,Cs::::Secona;::g.u:±deJ:±ri'e: regarding the 

alternate ~:~f·uel:· :pr:i:,ce'~test·~':'-Wh±J:e·' TURN :'agrees~:'that ~t'h'e Co~o1ij':::.;~': 

s'hould indica~ ::.a:-::naxi. ... rnmL:rea:sonabJ:;e:price; for:' O::Lscre.tionary: (Tasl ::.7 :''-1.' 

purc'hase-s',it':eonsid'er~s ;'i'nq'":s:.ccr'llde ':':oil::t'e:st" fnadequate.-; Y,:.::'':'')'::'~:;·:::'' 

,::~, '" ":wb.il:e' :impoi:Ced '.crUde: ~~ :represent the::ma:rg:in~ -::~':"j':: ~:' :; ;::.:::;' 
"cost _o.f.,.pe~roleum . ...,to; J:)le, U .• S~.", .:tp,at .. _co,s:t.~woul.d. _ ,'~, '" .. '" _ .... 

. be:-recover'eC:' from -any'of a: ~'number'6'f' pioQucts~;- -- ~ .. -'~ ~ ,.1.),_' 

·,~.I£ reduced",.(:ut:±:J:1ty·;electri:C' ge·ner,a1:or)::. deman-d :::: ~.~ .. ,:::·;::-:O:: 
for residual oil does permit a reduction in 
oil imports, the cost savinqs may well be 
ref,J:ec:ted only ,iuch±q'he:r:: ,:o'i:;t company pro,f:i-t:s ;~::::.,--: 
ra ther.,~than in any J:efined.,pro9.uc:t: ~."J i'I.~ cou,l,d.:..~ 
a:I'so "be r'e'fle'c1:'ed -in' p'roduct's·sO':td "outsj:de ".- - ~ 

',:. , ... '7'" .... . 
....... ~' .. I _.. • ... .-.. 

Tmt..~ points out that King did not know if reduceQ:-::±mports:;.~y. Che:vxon: 

would result in a' ::lower ;':contl:act::pri:ce ~to-;SOutb:~ ::Ca'!±foo::nia 
Edison Corn ';" ~,CE'd{so~Y::~"~:>":':::'= >' ::..:. ~:,::,,:;:)::~:, ~'::ro'",' ~:;:Q~':::-~;';c pan:t:. r ... , .... -to. .... -.r-\ .. ',- ,.'~' ~ ',......~, l .... ~r~I') ............ .., ,- ~ ,~ ....... ....,. -I"¥V 

>."'._ J_~" ...... ) .. ,_' .... •• i,,JJ._ '~,\.:._._ --" .... _t ..... ~<wI.,.. ".)"';"'4_,V:_~ ....... .....,~ ....... \ ... _~ •• ~ 

TURN aJ;so contends t1:ia:t\~:I<ing' s..:standard:'iconta::t:ns internal 
. . t ~:~~~s~st ~~s~~~ 0~S2 0 ~~~: 8;~~ bl~ow vjlrlj~ 
:LnconS:LS enC:Les.:, C'-.' ;'C·o..;,' .... ,,~"~. ,<,..:- .~ ... _;.." "",,·- .. ,-r-" .:_" .... 

#oo.J .... _, ... I'f. "-"._~-'_ •• ,.,.",.--.; ........... ~~ ...... ... "-J.~ .. ,.,' .... ,_J~.:..': ... _ .. ,J .... __ ..J .. / ..... _o_,~z 

"M:!:'. King :-:wouJ:d<:have.sa; '_gas ::uti1:i ~-::pul:C'ha:se-:::o:: :)C 
high-cost su.pply at a price greater-::than that;vc:': 

"for .,whi,eb i~ c~~l:~J~e_ .. sJol~"" as )~ox;.g ~as~'iit. ,;,,.:_. ;-_',.~.,"", .. "",. ',1 •• '7::~, 
was cheaper than J.mported' oJ.!:-:·' -With an -" ' ...... - ~ ~ - -

. " ,,'electric:- ~'Ut:i;;li ty ;.,,'however,~ Mr·.') K±::c:g.-would .c,n:ot;;.; \::: ~ ,:._::~, '~.' ;":; 
. . exp,ect the company to purchase gas, tha:t_~.cost 

':-more -than" avail'abfe ,"fue'l>oil';-::;'even::if ;"the .. ~.; :,:) ::.~ :: 8:;: -' ." 

crude oil displaced was more expens:i.vo:e,::thaIf, :";' ::.;.,,,:: ::.':'::':~~":': . 
. . the gas.. .It :.isIlot.cl.,ea~~hy .,ga,s, ~cu~t~~~:;-.s. "'r"~ 

'sbou:td have-to'bear"the' bo:rden-of' 1lneconomJ:c .... ·~w., 
, :' _ " purchasi:nq,.:pr.ac.ti:~s:co.n:)the,:i:t:.:::sys,tem -w;he,n. ::'::'~"~7..:)':J ;":,.:, :-':I,~,~. :..:~> 
_ electric cuitome:r:s ~are ,not required to~ do the~, , 

c", .... '"."' ~.c.O.-., ....... , .. ,:..;:;.", ~ ·r_~' ..... ",-_. -·'0 --"v('*" .(;i-:"''''' •.• ~-~ , ..... j----.., .. ~ .... ,... . ...., ...... ~ 
-.-. • oJ s.am.e ....... "' -,' - ~.'.. -- ..I.. .... ~ '-" _ ....... ...... ........ .o. -' - .V _ ~ ~ ...... _ _~ ...,. ... .... .. ..... ,6J '.':~' ...,; ... ,' -' ... _I .... - ... J ~...;,' -.. • I 

Thus;"" ~;;2on'l?etldS:"'that ~'Kinq ':5 ~Standa:rd""'!J:eadS: Seo(.ser :i?ous i::tneqUi-=t~es":~ 
when'<'applied::::.·~ ::'.7 ;:",:-'.:':: ;;'~::'O'.,: .::::'., 2-:: :'::::" ... ; i...:.,:. ~-:>.:::::: ~o :::-::0:::0:J.c.':~c:.;.:b 

."c.to :'0 8~":-:'C' 

--: _ -16-



A.59929 ALJ~md 

", -:- ~: -:l:UR.~: aJ;so' '.ooj.ects. :to·-.. SoCa:l:'.::s: a:l-ternat~::f.ue~. pr,j:ce 

methodology..:,::: 'I''t1R.~ :-cla:ims·:t:hat :d:'t'S' cr.·oss;..exa.minati.'O.ncpf·:SoCaJ::s:-:.~:..;: :.:::. 

witness r:cvealed,-:that. his use' -::of.tlle·.;F.or:m--:-;4.2~3r;:i:n£ormat±oOJ.::w.as 0:'. :.::'::-::'; 

"seleeti v·e at·.:best·.::ar.d. baphaz:ard ·:at-::worst-· .. -:'::: '!URN)..:contend.s ,that::":)~;::c: 

SoCal 's ::lethod is based on a "simpl i st:i:c-;::cost: .~±m±zat:i'"on' theory" 

that eleetr:i:e··~ti:li:tie5 are·:abJ:;e:t~ ;:d-is:place ;:aJ:l-:c¢:.:..tbe:;i;r.\·;highest 
.. " • ; ........ ~ " ~ ,._, ...... -, _., ... : 'VI ~ ... ,. • ". 10..'....... ..... "jo .......- ' • ,- r ... \ _...... -,.... '";'". r'"\ -'-. -~ '" r'<\ 

cost oil fir~~';:;~~~~ "a:=::~~~.~:~~~:. ~~n~,~~~~~a.:~'-~~~~~13~::::\~t~~nal 
constraints :i;n.:tbe. r'eaJ;:worl;d- de£ea.t . .:the:-.:appJ:i,cation-:::o£: such a 

theory. ~: . .:: ~(: .. :~-:-':"::<)-:- L. ::.:.:,-:-:';~.I':: ',,(\~~ ;,..:c ':.c.:.:!:i..::'.!c.o"': -:0; 
~; :~~~ v~~ ~~~;vs~ =~o~ ~~= .~~~oc~l ~~O 

'I'URN·.sta.tes t.ha:t::~*i"t fu:J:ly:~;s1lPpOrts '~be pr,i~'Oi:ple: expressed 
.~... ... '. j'" ..... -~ _. ...., .... ,_. ;)....., ..... - r "l'" ~ ;. :;. ,."~ - ... or ..... - _.. , .... -,.. • ...., ~ r~...:' ...... r. __ 

in Findi%lg' 36 -in ,J:):~,9rO.9,S :,tbat' .:S.o.Ca~:s: ~~ria~'i.a~ ,q~s;"'p~s.'l:l.a:s:es are 
,, __ ..... _~.'''' _.,.... ............. ,._ .... 1_.....)'-.,,_ ...... • ~ __ ~ ..... ...) .. ) ___ i_ .... 1""" . ...I'::.._f...J' 

reasonable if the purchase pr.ice does not exceed ctheclow;::prio·ri ty 

.··.::·"SUl::eJ:y:::no;-:D.on:-re~-ated;::,:prof.i.t-rnax:bni'Zl:i:nq. :-:..: :: ':L':::':,,-:;: '::,:::':;",,' 
business would engage in a transaction when its _ .. ' ,... 
marginal revenue would 'be less than \1't's";av6,id:e'o:c::,:,,:·::,j :-;',":-:':.:.:'.; . 

• 

. " .. cost:: .".::t;ikew:ise,;.:::i t ':i;s .:hiqbl:y doubt~ 'Chat. a:-;:-':' • 
utility would make such a sale absen.tbal~~~.n9' ",.,. ", ;., ~("\_ ... ;. 
account treatment, since the shareholders wou;:tc:··-· ,,,~'''.w_' .. _ 

be foreed:·:to,:..b.ear ;.the ::..di;fference,;:between':J::::'>: . -:..v," 
revenu-e and.:'cost~,,:,-:::,> ":'::'''::-::C: [. ::-::; -.:':qc.:;:;;:; =;-::o~-::~.:.t. 

_, .. ·n '~,,,- '"i~.""'; '( ",~' ;') f" .... "'::. , .......... : :,., .. ·.~_I ..... f.. .... ~;). ;~r-: .• ~ .-:.. 
·ni·R.~ clai."!lS that hiq):l-·p.ri:ori ty. eus'tomers -make uJ2 the '~difference when 

'''V .. ~_'........ • ...... .::.,'-'~ .)',,),... _'_h .. : ... :": ...... Lt ... ~.:· .:.',)~..,~I:..)::.::.) ;.;~,"'I""~ 

the utility se;tJ:s ;';hiqh'-cost: gas: to ':IP-5':'cust:omers·:.;for-:.l'eSs ,:.than 

the cost of gai:;~:-;'t~:ch~'"'a.~t'~f£~g;. .£i.i$~;:;r:~~I~~16si2~'&jsi.dy;" and 
-, ....... - ........... _ .................... -.-'.~ ...... h).-· ....... ~..,,_ .......... ~,,;.:~ ........ ,.""~ .... '_\.)J.~ , 

e:feet on compe.ti t~:ron; o~ :So'CaJ:'· ':s'::act:i'Or'l, :':cf.:'d:'£s:p·la'.Clnq,r:O':I;lrC;:Wi th 
. ,~~: c- c~ ~~;~~~~~ =o~ 0~5 ~~0~O~8~~ ~~~=~~:0 

hJ.~h-prj.eed gas. T'OR..~ pOlnts out that SoCal eompetes w;J..th o,il 
.. _, ... J' ...... 

co,mp.~~s :-i.n :;~'J?~ -:I>.,73 1j jP-.~,-:,c~n<;~~;:?;~a:r~e~:;;:';)-:a~c;::;~~.;::s~'?:~~n<::~.:~h':":::-::7 
displacement of fuel oil with P-S qas would tend to supl?'r;essl"'.the .... , ........ 

•• ~ c __ "' .. .:...I.. .. 
c
_. .. .. _ ~_ \\ 

price of oil •. 

- ~'.-- -17-

• 
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:; ~. ~ :"··TUR.\r ':c~n~e:i~: tha:~ ::il:tb~ ~:c~rrim~;s!on:: d~'t~'~ine;~~tb~€:-; Z::::::
an alternate fuel price ·s:tand~id-~s:··a:p~~;opr:iaf~·:=th~t:cEc.{~'d'r.:;:s~ ",:j,.:=::' 

~o': '-'g:'<;:ir=piide'; ~le'ss~':io~}:'~oU'icr;1ifj'~tb;;'~~~:t :::;It?::ci~~).9that 
Ec.iso~' ~)'-:I~;';;";t-e-riri ~;nt;de:t:-:pri~e~d:"a;e:::'20ri;id;i>a1;li~rntJr-J<;~"iabiti;'; ::I;":.~' 
than spot:;r"ices;;; ha:ve "t}{e' 'v';:d:;'adt~g~::6f';:r~pi~';~nt:j::;;g: ~)~~r:l.· ::.:.);;;:;:::l-:.:'C:' 

":anqiCr~ a:~8'id~ble: ~;'ds~'s', =a-Zid :a;;;P:'r~~d£iy °i~~i"l~bt~ j"t6;;iiai?=~ri:d~:" c·:) 

SoC';S: ~Thus'-TuRN i~:;"~ri.'~~ tbit ::~'Jeb~ri;i;'-;~;;':t~~';-"£e;€ t~".£.:;r;e ,gic~::-: 
........ -:- "-·-I'·~·-···~ -,.-. ... ,.:, ...... -. L· ... _-'", ..... ",-.- .... /,.,."'), f":\.:.f·,J .... ,w,,....:~ ::,~.,~, .• ~-f)-... 1':7:,"'- 1"1 ... · .... -.- ;:·_C 

alt'e'rnate'fuel'~'cost' ixlfo'rmat'i'on"for'''Soca:r'''s serv!ce -te'rr'!'tory:-· - -
TORN arg-ues that the '':;2:0% 'id:ii:}c:;u~t';''is--:~;;i2es:~a:r~ otto -:Pe~o~~;;?;;e 

.~,""'- rl- .", _ ...... ~., .......... "'_ •• ,," .- :' ...... ,"-"-1'"_-- "', ,."":'_ , .. , .......... .,-. ~~ ........... ~ :t:f:'~""" '-" fr 

that'electric' 'utilIt':t"es -incur' -'CC)S1:'$: wnen fu'er'-o':iJ .... -is· rd'rsp1.aced 
... "ith:U'nan~iciia:'fed·;:;Jppiie~.:oi';~is;. ;:;~,.£'CRJ;r2.e'i~i~t-;r¥i:qJoC'oRt;;r <.;~:? '/:-:~ 
unde;iift'~6r~ ia:d:ciit:te';':-!cha~'9:e's ;~:'a:rid ir07~Js~i-;o~s'tr..r.:e ;'.s~re ,gf~f{f~i ::~-:::,~ 

~- ' __ "~\.-, ..... , ',,..~_ ~'~'.·""'-#'~~a .... ,.- ... ~,.,j. "r,':';. r.,":-+ ...... _") . ...,-10.- ;, ...... ' ......... ·A~ I":'~{,"""" (~).J~ -.. .... ,..""'1 ~r,r., oil '-as'-example's of-sucn co'st's:: - ~ --. ... , ... " - . ;.)(..'- --''-'- -".~)~ ... ,- .... " - _ ... .,) 
:: .: ~~.~ ~ 'i=S':'~iXit:;d -;~ut-by::-iriRi'-: K£"rig- o''ii';r;a:;:~ :~a{euri€"{o£:'-b:;s~e'e.: -:::.: 

on his ':d;ud~-:;o'n'::t:est:~a:rid ~;~~~~cii':~t~$:r'p~~ oi.r;'T/~l:~i!;'ait!.y f6.fb~:;-; ~~ 
the di~prac-ed~'oi:l~:" iciRN~::cbrr.p'iairis ;'tba~:t1i~ $3:;~i~ur~e':>i~):::tih£8uJddd;;'"1 
Instead, 'I'URN supports the 20X discount on the baS:is~"-;-t:hat';;tb{s: :'~~,..:;:;;::; 

.\, ..... .., • ~ ,. ........ "~, ,,"\;..:..-+ ...... ".'",~-_~L·i-.·~.,'-\ ..... ~ -;.-:-:--",~-, ... ". "~""'~-;")"::"i ~"""'l'~;"~ 

Commission nas' '"adopted' ~such "a "f':i:qUre "for'"'ra'te '-de'sign "purposes r 

referrixii:-:t~" D';':9'f/s:2'i ;'~;d ::'ii·i49"':i. :':;Thus "iURl:r::6"'o-:nt:~~r:a:"'S~ t:1ia£=t1iis~::'x~:,::~-:~, 
commis:s~ddci-la; '~foUri<i ~;r;.' ~';;~"i:cc;;sjib-ds 'ct'ba';~tbe:L:2\O~.!f;c;;~ :-i~(' -~::~ ~:c: :;.:' 

,:', ";-' ~.: ..... ~ -. "'- r~l-- ,.... .... ":).-: ;.' '",;.'.., ; ,.\r-o ....... - .~,. 10--
appropriate. Applying- its standard to tne-~ev'~deIlc'e . 'in "'th'.ls· -r'e'c'o'ra, .. 

• ,." .... ,.: .. , '-' '~>j" """,.",~ ..... - •• -... ~.-... •• ~'.- "~,,,,,,, .,' ...... ,- "-\--".~'.'" ... ,... .. ~~ ·'./~"-.:!...,., ~/.::"~"'''' 

TURN colitend's'tha't SoC'aX f'S -W"purcha's'e:s -fa'il ·to m·eet-"·the· .... a'lternate· 
fJei' -p:r·~ce···te'st ~arici: :'a'ri:un.r:~as6dabie::: 0:;' \:::- .;-;:;,; :>-:O,:::::":J '):{:: 0::;:[:; :~ ':-:':>::;'-;:::,':; 

:~rJR...;,;'~~ff'e:r'; tw6·~~ic~Ja:i-ios -~b-it ';'it: "e1:a;~S= ;:we:;e~ ";i\i"iii'abre :;: ~:;::-, 
to SoCai:':~tid:.:~d;;:-;ea?;~:x:.~li'i';'~ :::c;. ;':~:'::~ 'j~: :;,~)::;~~."-;~;:.:: ·.~.:~s~,":~I:'!:::cl=:,~, 

~ . ..:-::: ·,~~f-:i\~dude';'.saT;s ~;t'8li~5:;r.b"e~a\?;e: tbe :"iW'Sga:s::-:= :::=-;~);:::~::; :.-:;::::;: 
". .... was. ':more EpCpensiv.e ':'t1:laJ:l: cot.h>':tbe ~GN:-'.S, :.:rater 0':: -;:;:.:: ':, ":>:,: :;,~;~:>~~ 

and the avoidable cost ~of, _f::uel. :0 i.l_r~ or .2 ).".... ~ ,. ~ _ ~_ 
increase storac;re witndrawa:'J:'s' in F'ebruary ~and·c .. ~ _u, .. :;.:.:'.'),'; ",-I 

. Ma:ch (and.::C:ecrease:·.,i:nj:ec.t.:tons::in: ~l'r.:n;h.::. .~.~:;:. ::: 
:Oecau.se.~stoFage .l.evels yere,~a.lr..ea.dy' .. ?ye:r::. __ ', .. c. "_',::," .. -:~_'.'''':-:: ~ :.' 
11 Bc:f' wabove'-tarqet" '!ev'eTs :.,,- '- -' -'-'-'.- - - ..... -'., -'~. - . .> .. ~. -' - - _ .. 
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i 
'I"O'RN cO.nte.nds _tha,t ... ei th.e,r ... of, .".:tp.es;-\.".s.cenar~i.o.s, wo,u.1d ..... have. "resul ted in 

...... -" •. _ _.' .. '~. _ . - .... '- .,1.,) ........ _',' ...... " '01-1'~'.) 1'._ ............ -. .... '1, ...... _ .... _ ... ':) ... ' •• '...,) . .) /"/~ .. ~ .. ... 

lower sys_t,e:n.~os_ts. ~th~n:t.he._~~ _.gas P~c.l?~.se.s, •. , ~ ..... ",,' ",,,:, ,,,, ... ~ _'. -' . I' _ " 
......... __ ~\ ""' ...... I~ ... \, ..... .w ... , ..... ,.~,. _.' .. '>.-; ..... ' ".,. __ ........ ....,,..., ..... _,_'- _t_, __ ", ... __ "..,;_ -.. , ... '.....,.J. __ ........ '..- • ...,J .... -.pI 

." .. ' .. Regar.<ii~g. _the ... fi::.st. _s.c~~.~io.,_ ".T.:tTR..~, ~notoe.s, etha:t., )~?_th ,H,oi;ne ,.,_, 
_.~'._ ...... _*-' ..... __ '_ ........ _,_ .• ~,.-' _._ ;;;)_,.".-",.1 ... 1 ... \t, __ "'#' __ 01/'. , .... _-._~ ___ \,.., "'" ...... ,. 

and 1<i.~~, :_~~:s~~~~~~~~: ~::.~~~J~~~:~;~~?~~~~:~:~,<::~'::r::~"':?-!~ ::?;~ ~?-~~;:;~~~;t~~ .. ~ ~ ~b3 
purchases would, ~~:v:e. J?,~.en. ,..r~,duc.~d )~,-:.5 .. s~Fyic;e .• r, .. I.t; so." T.~N.. ,",.,. ., .... ,.! _ 

,_ ...... _ '._ .... __ .... ,,,,,.)_ ... .., ............. "' . ... ·~./_' .... ,., ... flJ~_ • • J ...... _ _ 'v~ .. " ... __ .~ .... _ ....... -'0'-.......... ;...> .. ~_ 

caleul!!te.s. ~hat .. ,t~~e._w.o_u.~d .,ha~e,~,een.. a.~~.t s.ay'ir;.9~" ~of. ~.5~ve.~: $~2 ;. ~_._ ~ 
_ •.• j _____ .,., ..... _ ......... _""_ ..... J'rI~.' ' __ .'-'4 .... _)--. ~_ .. .J _ .. ,.. • .,J ~ ..... o..J\~..,u:.> ~,_,'"",.;.J..,;_O"';..I _ ...... C.~I.~; ..... --'_, 

MMb~:~,~a;~,~~; ~n:::}t~b~.'~:e.:i~f:~r::~~:~~ -2::e~~::ep ~:~~ ~":.<;~:,;:~ ~~:;~a~;,;~d ~r:i.:02 
?-5 :a te .• ~ ,~ _~~co~~.enp.s. that ~.t~es,e -;.sax.i.n~.s .... w:~.r.e. :c:e.as,on" e.nou~~ ~f.or. '" 

.. ~ .... ,"' ........... , ........ ~_ ....... 'I ..• J , ... ~I_"' _ _ ....J • .., ....... -...; ......... ....J.l' ..... _,'-.,... _ _ ,,-,.U ........ __ ........ ' .... ' •. _.-._ .• " 

So~l. ~no~t _t~ J'la~~ .,p~r~cha.se,d. ~.h.~ ,N}'T: gas. ~'.. _" _. -+ ~ ' .• ,, __ ,. "'Co.,... 
... ~ ., .... _ ••.• ..... _ 'o.... • ........ \.,. ... ......... • .. ' .. _ ... " __ ..... _ ".- '-' .. wi.",.. .) ~ •• ... ..... c_.'. 6 .... I ... ~ __ '::'". __ , ..... I .... ~ _ 

_ :< .?::~ :::~~: .. c~~~l:~:.~ t:~.~;~. ~:~7~~~ri;<:/;).::~t :.~;~~r~:::_~h~;:~~.~J~,:~e :s;-:; 
~"'W gas ha'd .. n?~, ~be.e"n. 'pu~c,ha:se~. and ~,a,l,,\es_ to ... e.l~~tJ:,iCv?ti.li ti,e,5.: ~~ad., _ ". I 

., •• _' ......... _ ., .••• ,'_ ....... ' .... '_ .. ~'...; ..... _ +~".- ... /.., .,_ ..... • .. _ .. 0 , ... _~ .... , ... _..." ...... ... _..,J,J..,.,~ ... _.) ............ _~ ... _ ......... _tA 

been redu~~., .:then .. ~.l.ec:t:-.r i~, .. ,u.t,ili.:t.i.es .. ~?~:~.d. ~~a yeo .. b,u.t:ned~ mo.re~ ~.o.il~".. ;,.'. " 
_ ........ _ ..,..,J .. _-"';'0-0- ~ .... "'" .... ___ -...... ·, .. , .... 0 .......... e.-' .f.,. .... : ..... _, __ •• _ .4:...J_..J ___ J......J _ _ ,..,J ........ ..- ..... __ .:..,J" .... _ 

during the sa."l1e period.. Then, the follo~.?g. s,UIl'\mer" tfl.e ~l.~ctr:ic , ~,.., 
.. 1...& __ • ...1 ... -1~,'..,. .... .0 ................ c ... 4. • ..; .... :.J .......... \ ___ ' 

uti.liti~S. _wo,uld._ha~e .ha9. )rIo.r.e, r~rn. in.rs:tor?ge_.~ .. r :"mo.r.e f.le,tibility 
__ -,-,"",~", ",~,."""",_",~. ___ /_~_ ~ ..... ) .• .!_ ..... ' ....... '- ";".', ....... ,. •• ,t/ ..... .,..~v_ ...... 1"'" .... -r...J _I .... J..I ......... O~~ , ..... ~ 

to redu~~e. C?i.~.P~, ~cha\s.e.s .• ,; .. ';.~~~~unde.rJ ~ :.t~. ',_s .. ~.i.rs+t, ,_.s.ce.n~.r;o, ,;t:.lje ,> ,'" _." 
~"'_ ."' ..... __ .'_~_ ..... ; "_'''P ""' ___ • ....., _-'i~::.. 1... .......... # '.." ... _~ ... ,..,/~ ... "'- .......... ~ ,..,I....o~t..., _ .... ..} .. )~ ........ '.,) '.,0';"'+ ... ,.. .... . 

res~l~_ .o.f, _redu,ee?<, ~. ".qas p~.eh~s.e,s .. i,n.th.e",~Sl'r,.J.n9, is, .hi91?-~.r:: J~:- 5,_:~ r --: ~ 
• _'.~.~~. _' ___ ,,_ '"' ... , ........ -f,,-- ........ " ...... ·~"V _.~II,,~_I , .... "-,.4 •• t~ ...... '-:~, .. ,'...,,_ ff ... r.-.J..... .A .... 1..,..; ;.)_).,J.;....J,..c;:,_ ........ i .... \~~ .... 

sales in ..:t:heO"swnmer,·c' I ,_'~ .... 0 --"0"-' "';, w"'''' I"''':'' .. , __ ,-,,_~,,~ ... ,..o¥,..., ;:""'- _._,_~ 
~_4''''' ~""'.l..J :..._..:..~) _:~,._, .~. _~._ .... <.. ............ \I"'''~ .~~'~~-' ~:"'.., ... ~~:. ...... ,..;~ 1./"" ... """",- ,-',;,;.:,,:.} .... ~ .. A. _ 

_ ,,', .T~,~s ~~.e~~~ .. s.c.e.na.t:.i.o,. ~,s.J ,"~.s.sen~.i~l.l~ .. :tp,~, :~s~e. ~as~othe .. '~I-C"" 
~t."''''.''''''''''.~_.'''~'',. '~.'~..11.0" ..• "'" ~)_I_~_ ......... '_ ...... _ ..,: __ ....... ___ " .. .......... _'-j.'t...J-..J,J...). ,.....,;..,,,''' ... _'-" ............... ~ 

arqument. ma~e .... oy. s.ta:f.~ ... ~c.o~nsel.... " .f'PRN s"l;a:=-~s ("t.l:-at.<,~h,¥~ H,o~e~ ~ __ .... :.. ... ... 
\ .......... _ ........... ~ . .,. ,,~ • ..,.J ........ ~ ........ _ '_/\..,1. ,-"...,.! ..... \ .. t' .... '\:.: ~ .... -.) ~_,~...,,~..,\.,;: <....:J t;:} ..... ---~~-" ... I-

testi:Eie~,..:th~~;:?i~: :~as:.;~o~;:~t:e:;~:~~~:~;~~oS~~ -:-:~t~<:>:r::.'0:i~;::~o';1~t~;;~':~::o:; 
nevertheless- been reasonable. -. . 

' •• ,.', .... ;...: .;.:. .~, ~. :.: )0 " •• ,.. '~I,.).: _.'...:' ~ 01 .~. :-,~! .: ':' =' ':;1."::. Ej.:;'.:"': .::..:..:~:: ~~:7':' :?~'"':..: ~r· ..:. CC' i=" • .. ~).:r.c ,,::~~ 0 ''':C~ ,[, 

.... _ -.. ,'. _:TUR~ .. ma,k~s, tlle .sa?e ..p?~i.~t,s",a,bou;t:. .. stor.~g,e· .. fe~-.:el.s; ",~b.o.ve _, .;.:".. 
_ .... r.'·~ .... ~ _h-."_' _.~_ "" ... , . .J. ,...,.. ............. _ •• ,.,,, ........ , ___ ..... 1.,,_ ....... Jo..~"-' __ .... ', ... ;' •• ~..);. .. 1j~." .. ,.O~ y .. __ .. v ... 

tar~ets a:d the opportunity to mi:ti9a;te, .. th.e_ .. si;:,uat,i~_n ~b.Y:...wit.hd;:aw1nq, 
........... \".!_I,.d\:;~~:..J_ ...... _, .:. ...... ...., _I ....... ..,~.J ..... ~)'"-'_~ ...... , .... :..1;,...;_ 

gas ~om .s.torag,e .. ,and .. se:::yinc; »-....5 .... ~~.ra::~.e~~ tP.a..:t.~S.oCal..:.s " 
_..-_ • .n"' .... _._-~ .. ,.\ _<0-_ .' '," , ..... _J ____ ..... ,..; .... .J .... _- ,Jv ..... _ .... ·, .. '..),.J ...... ...,J-I'tw i~ __ .. _".) ./ ... r.,I.,.1_ 

aetions greatly increased the risk of summer undernominations and 
;;...< .... ~.::,::v,·; ... ;;).: C,':'="N ";',:~, .... .:::. ..... ',)C c:· 

TURN asserts tha~, .. ~~':.~n }:~ ~~~~~~r:~mi,~¥~~s ::;~;:<Lp~~:~:.~url:(:.d, this 
second scenario woul:d :::'have·:.aJ:lowed: SoCd:l eto: :::avo;id. ear.ry±%lg; costs 
on sOn'.e portion of :iis?' qa=s:.:;in= ';s'~o;a:9';:?':j '.)'::C:::.~":CT.:'::~ ();':: ~"':5 

~~~ \;~~~~:~ ~~ ~_~~~~..;.~=~W 9?~":.O~~ Q~G~~~~! 

In i ts r,ep~;?d::>rj;ef~SoCa:J::.:o~bj~ect;s;::-to,.~~ORN:'~s pJ:O'po'sed 

alternate fuel pri2e'·m:et·hOdol~oc;y';an?-.:~~~e~t,~~:'ih""i:t~~:m~~~r~;~:~~se' of a 
.... ,...- ....... '.'_ .... ' ... '1/--1 ... , ~v0-,_· ... '..)\..i. _ ...... 

20% discount factor is incorrect. SoCal offers five reasons in 
su~port of its position. 

•• 

• 

• 



-. 

• 

• 
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SoCal '/;arg:u:es ':f irst ... ':::that· ','!'ORN a ss'Ultles =:tha.:t ':.~Edison 
~- ....,;", I - ". -, ,. ~.' ..... , """ ,..... , .... : '.... '~, .-, "Y , ....... ~. ..-10 ......... ~'" l.... r '.~ t') ; '\ ~ -:. .... ," f ~ 

recei vee. ~"W qas .. ,··, ,SoCaI.".'sta:t'es:::tnat '~::i:,t: :pur'c't,:as'e,s, ',:S?J:pp,I:ieS: :from a 
..... _, .. ,~,'_""'_ .. , ... """' .... ' ...... \ .•• 1'-..· ......... _,..) ........... 1 ~ ........... ;:'_"..,.) __ ,,!,,~I..,.o .. ", ...... ___ .... " 

nu.":\ber of sO'Urces .:and :::did>~,riot<;p\lr:cha;s,e: toe N:'W: 19a's L£:or:~a:ni"·:-;partic'Ular 
.r.~ _ _,' ,-.,. ~ . '" I' ~ ..... ,.~ , .. ~:' _ ,..., ,,,.. f~T - , ........ _ r"- "- ;. ~,. 1"" ....... ~;-. (:" ~ ...... , 

U t 1 ..... -'--' de,.'"._ •. '" ,,' .. -'-'._-_.' • I_'-'~...J."",/.u_,,~ ...... ~'..I 
C S orner c ass. c',". ,,,,~c," .•... : ;'"';'~'-:""._ ",_".,,, ,>,,=:,:.; 'C .... "C, ~".~~ ~~':I'\"""" __ .......... ' ." .... , ... ~ ... ~ .. .. ,,_ . ..-J ..... ,_ .......... __ ~," ....... ' ..... _~1 _ .... l;)6\ ;.-.., ....... __ ,_ 

Second;., -:SoCal;. '::a.rg;u:es:::tha t c..even:-..:ff. ::Edison -:..i;.s: a's.s'UIned to 
- -"', , ..--, • .:.... ... \~ .. , ,r,\~ .•• ,....rt-" .. r"._,....,. '.',''''~ '~~I'~~' r-.;:lf"" ... ~c :....::'"'":),-,..',_ ..... ,"·'Iob 

have recei ved.:·a~.:l'or:t:~on~·of:-.::the:g:a:s:;:~t:hen :50. ~d·ip.: ptne·r~-l?~?:, ~ustomers ... 
• ,. • " ,~.;" .... k. .' I _. ' .. " •• .1 .,_,'., \..1 .. ' ,. "~"'.,' .. ' {). ' 'or' .. ~ ",~/ ... V ) ~ ...• ,.,) .). '''''Y .,1 .,;., 

who paid amo)l1l~s~~ior'::Oi)~~,j:;:~ex~eS:s..::9~~~id:i.sP:n3S:;.:c~:s~.~.S~S::il states 
-, ... .., .... ~., •• , .......... ,- .... , ~.-.: ..... ' .. < ... ,.'.~., •• ,: ... ~'\-- •• ",..' - ...... »~ .... -,... ,..-~ .. 'll;_,- .. ~~ ... ~t"") 

tha t there~:'~-:.::~c:- ;!c<:?::,~-~e:~~e~~:~:=:~::~~pp~:~~~~~::~.:tlm,~:??; that 
those -C'U,stomer.s .. ,in~UJ:: .anY,pe,nal,ty ,O:~.~accp.un~ ,o,f, dIspXac:e())l~.l ~ ,._",:: . 

• ~ •• __ ' .... ~ ••.•• , ........ ' >..../ ... ' ........... ) .... ., __ ... ~,._v'~ .• _ .... ~_ ..... ".~' ........... . __ ..J __ ,~,\ ..... ~ .'..,!, ..... ' ...... ~_~~;_ .... ' _wJ"'-_ 

oil. ..:::7.·.~":;;= '::: ::':"';':';;.«:'.::':':; ~:.;,:-~= :::0 :;::';::,:.': ::.:: :::,;:,;o:.::~..::~ 
.. "~' 'I'hird .... ;,SC?Cal. a,s;sert.s. tha.t 'I',qRN .. '_s. assumpt,io.n rtJ:l~1; a ::?;Ox 

_ ....... ~ __ •• _" .. _,_. __ ..... c • ...,.-_ ......... _ ..... ___ ,.)I~ __ ' " .......... J.~ .... O .. J ..... -...1' ........ _ ............ _,_,-;.) .... 

penalty ",ould"be.~incur.t:.ed. ,by Ed'i~9n .. for .ey.e~y')~1B,tu, .o;f.~.N.W r:qas. is ... ,-,,<,., 
.. .,.."." •• ~ • __ ..., '-.. ........ _ , • .,tI' __ .......... .-.." .... _w , ... , ...... ;.~~ .. ......... I.... ...... ', ... ____ ...,J.-..J\ ... ........... v ..... ,_~~ ...) .... ''''_~ .............. 

not SUPP,OJ::ted .by _ev.id,en~e ':'.; .So~,a.l .... sta:t.es "t:ha:t .. ;the. ~onl.y, e:V:id,e.xtc.e, _ ~. 
_ •. ".,-_ ... '_. _ .. ~ •• I· ... '.--""._,,-, .~,. __ --' __ , ...... ' ',~ "'_-'/>r;..)t~"""~._ .• ~ .... ' .. "" ........ .01 .. ,..._ ..... .),.y .... 1,..,) 1..,._""-,,,,,) .Q _0_ 

on this po int is King I s assumed penalty of approxim'~L'~.e,~x ... l,O~> ... ~~h.i.c:l::l . 
.... ..... ....,._ ... ":\,...J. .... '-:.\...,J.-.J......... ,,; ....... 

he char.acteJ::iz.e<;_as,~"extr..em.e"~o:-,')' 7' r ' .... _ ~ 'v ~.' .,,, .......... ' "c-
."" ... -.." "" ... _'.'" ..., -', ... ;:.~.6o-''v, ..... ".. ..... .J...; .. J' \ _\ •• ',~ ..... I.'...t.. _ ..... _\.,.~.r. __ .1_ ......... ) ........ ..., .. ':j~ ':. __ 

_ . _ . F.our, :th",._So,C~l_s~mpl,ains,.th.at,_'I'~. a.s.su~,es~,.~~a~_Edis,o.:o";< .. 
. ••• ,_ .......... _ ...... 4~· ......... ,_._.,.;--...,)--"-· .... 1.,-' ''"'' ......... 1~ ...... .,,;1_ I..,,) ... J r..;.~~ ....... :.J __ ,,_::;J. ~ _...,.;....)0,- 0 .... 

die. not _ ~t back "i.ts, .. ,oi.l pu~,ch~~~s _d?r"i)ng. :ht.his"p~t:.iO,d .... bU:1: .... ~ll,s~~a~.,..: _ 
_ -.. .... _ ... ,.~ ._..J ..... ~ ___ ~ ~._ • .... )~,'1~ .... ...;_ ..... _ ....... __ , ___ .-.,1,.,) _' ... I ... f .... ,-,.",Jt ",_I_~:';..,.,V.',. , .... _~~,. 

pm:chas,eC.-_oil ""with~llt, ~b~:t-eme~t, .... _s~ a,s;_to. ,in,c;ur ... tpe ~.f.~~.l.,..epsts '" ~ ..... r,..., 
.> _._ .... ~ __ -."'s ~"'-_." ....... '''' _ ... __ .. ",.""i ..... 1 .. ·~ ... __ ,_f'_O\.·_-..J'..) ............. _ ~,:J ... wI '-" .... ~ ... ".I ... _ •. ~..J:..) ..... J,; .. ",..,...~-:> 

associ,ated .wi 't;.h; O:il~.,~, s~,~al c,i,a,ims ,..,.trlat,,_:;OIUi,:.s: .. a,sS~l=>.'t:io,n· .is" ,no+t~ ~ _, _ 
~ •. __ ""._~l._ ...... , __ ,~ ..... _,., ....... _ ..... ,_~.~&".,~ ... ~ .... _'_ • __ ..... '. ,.;",_1_ ........... \_ ....... 1 __ ..... "'~"."._ I;::.."J .............. .,.J .. VI--,~_ 

supported ,by , e~i~ence, .... ,I~st~ad,~ ..,so,c:a1 .. c,ite,$; ,_Edi.s,~~ ~s: ~." 6.q.3.2:1 ~ (' _ : _ , .. 
~ .. , •• I, ....... ;...-. ' ...... ,-'_.~, ........ "'."_,_ '_~.-'I'" -'._ ..... ~,,).; ......... ...) __ ..,I ...) ... ,~) ... :.)_ .... _~.....; .... \ __ .... ~.J..,J .... ;.J_: .... r ... ~ ....... ' 

where, Edis,~n states.;th~ :ol\l~wi.ng .. w.ith,.re.gar.d :.t.o .... ~,ts ~,u.~.l"...,oAl.~ .... , _'.- _' 
_ ... _ •• ,c .... '.' .... ___ .../V_, .... _ I.~ ......... _., ....... ...- -.....;.,. ___ __ .. _,. ... ,.,..,; • ..J_, __ .... I . .Jl ........... "".*...",I.,..: ..... r"'! .. )~ .. , ___ .,~_I •• 

PUJS~n.~~es ~::. ~9:~.~:::./-:.._ ... ('~~< ':~.~ .. ,:.: ",_._c~ ,:7?": ::' '.i.':.:;~ b:,';.;,,:,; :::'::~~:'."': 
"Du~ to the proie'ct'ed decrease in fuel 01,1 ' __ ." ..... ,._ ,_,~~ __ 
'reguirementsunder -the 'F'ebrua'rV 't98'O'-fore'ca:st v_ ~ ~ -- .. , _ .. ".-

..... <Cha:t -V-C):,; Edi'son',contacte<i":-al:J:. o£<:i-t-s' 0:::'.'-:; -::: .. <: 
'. _ s,uppliers.to:r:evise ~do,wr..wa:r::d . ..,the, :qua.nt,it;( ~f . ..'~ _'-" ,. ___ ~,,~ 

~ ~ LSFO to be~de!ive'red dU'rin'9'···1~9'e.O·:~""Th)e'-I-"'" -".)~"~ 4._' ..... ~ _ ••.. '-...; ....... -

flexibil·itynegot;-ated 'into.ceach~of-t-he '{: . ..-:b.:.·:'-,::: :0."': -: .. :,.:;=~.;:; 
cor.tr~ets was utilized to the maximum extent __ ~,..~, 
Ten mj:llion "oarreJ:s . were "cut .. from-1:he·Cbevron-·.)-..'''· ::::~ :',,;;;;:. ':.-,; 
schedule for the second,. third and fourth 

_. ~';:'20-
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,-quaJ:ters.:':of ~..:l9-a;o:.;,:;~: Del:1ver:±'es ,f'rom ::texaco,.;..'Wer,eI:J'~~ 
" ,cut, by' ~50X" ,.~,:::ep.,uc,tion.o"f, .. apPF.oxirr.a.te,l,y ,2 <,.. -' ,",,_,,~, 

.. ,- "::-.i'l.!:ton -bar're'J:'s; -~In -addi ti:on~" "eel'ive'rfe's fr'om '''" -,,' ~ ,,-, -
"~, ." _ ,"'Per:ta."tt.J:na. :'which: had been-:sC'hed'ttJ:edJ..::a.t;:a:::,lev:e-J::.:c<~ ;) ,;,,::~":,:-: 

of approximately 7 million barrels for the " " ,_, 
second hal: of 1980 were reduced to zero for";"~"~"'> -:;;l'~,)::;:,;,:) 
this period,.;; ;,,:;:;'DeJ:i veries :£rom ::Dollqlas.::::Were ::,;":c:j·.,·~-:: 
,decreased,J~Y: ,2,50. 1 ,00.0 _b,arrels • ..: These reductions, "" " 

"" '. 'were a"cnieve'd'-at' "'no' "a'dd:(tonar"cost t'o'-Ed'lson -. Y ... c_ , .. ':''!;.',,-: 

or-its ,customers;' 'and'permi,tt'ed ~he 'a'ccommoda"t;i;on ;,j_,,~~ :-;' .. ; 
, . of nearly 20 million parrels equivalent of lower cost _ ~"~ 
" enersryre'sources ~ 'I", (Empnasis'''supplied' -oy SoCa:J: .. )" -_ .. - ,,-, . 

. " .~'."'." ~~" .• "',"', ..... - .. , ..... ,.\_ .. -........ ,...., ~ ....... " . _r·,.-~ 'rr ........ · _'r'-"'V'" ";O"O('·.'j~"'.-~""'·rr,-., ." .. ",.,....,...:-

SOCal arguestbat" it' would' "b'e' -,rmanifes't'l'y '"-unfair'''' t'o;"app'Iy''-tne' -20 %' '~ .• , .. 
. ~...: :, discount in light of that statement by Edison • 

. : " so'C~'l'~s/":ifuii ':po:i:~;{:i;" ~!:S'~ r;~ia>2e:d' io'::i?:60izi::':' SoCal 
.. : '-'-, -....... " ''''',-, .- ., .. :, '"".-''; ... ,,-, ....... ,-., - ........ "". - ..... \.,: .. ,: .. ,' ..... "" ';~.!'-: .. -:";)-.,r"",,. .. ~_,. ,-t"': :-,,\">r"I.~ "1'0a4':<~'''''1'''.''' 

refer's t'o'EcS,'isori' s 'succe's'sful ~s'a"le'-o~f~3:' m.l'lIio'ICbarreIs-o'f'"'oi!:- --">"'. 

for a~a::i:li :'(ji s:ii':milii;~::~s ~::i:rid:iaat:i;e'2'tha:t':>tb'~'::d!scO:urit\':fgct6r ~C':: 
. ~'':~<'-." :'''',::/ ~ C:~::·~"-':':.':'~~:C.':;,:::;_" ::::;1 ,.,f<:;'.:~:"~:,,~':.~:::' ='-:/.-:.::...,'::;+~..:: ,~-: r;)::l;~: ~_'~..r. ;'::;oc ~:.":'~~'~ :-::,~ loS lonapprOprl:ate."· .." .. -

By letter dated April 17, 19Si';':~:s)-2ifi "cC;&n~l]f:'O:b~jeei:~'--:':' ':);; 

•• 

to Soc~i" 1:';';'::r~i~rer;:c';;;:s~':~f:O:' EJ:i;ori. ,:,s:=ap:pr:r:~:~r3n; ;~~£2the:::b:a:2;:s that • 

this";a:i~riir w~~~ri~vei("c}if~~~~r/:;r:';ie:d~i.v'~& ii'~e.Jide~ce;~ ::S-iaff:! 0.::b 
"","' -. ".. t""\ ,'" ". ' ... ,,\,..,~..., .... " ,..... _ * ""\ -":- '.. ' ,....., ,..1" ... .-t I \ ...... r,~ .'. "., ,"": .'~ ' ......... , ..... _"'" ~. ~ ~ ,. 11'...... ::"*\ ' ...... ~ .•• ~ ,.. ... _ ..,., ... ~ 

counser·c·ompIains ·that·"by-ilicorpOrat:i:ri9'··s'e'Ie'ct'ed~po'rt:ion.-ofJ::Q:i's'on"$ 
repor-i'::ili~i t:s) ;;iply :br:t~i;;;':socii: ~ha:g::i;~cI\lJeJ~ cr~i~-~';:a!r[i-da:tiQ,2c,~~ 2.:j 

..... ,:'.".: .. ~ . ' ........ ,. ,.,-.r;' I .... ~.' .... 11- '.~ .. \ ... ).~: •• :"\'''',\ __ ,:,_- ~~N,:r"';""'I" -'1''''! : ... ,r ... ..,.'h.(~""',':«I--::. 

and rebuttal ·evi:"delic'e';"~and -c'J:'rc'Wnve'nte'd"~the'-cornm'is'sj:ron';s ··forma!"'\.·'~~' , 
- ",'" ,.. \ L~ • .no,. ""- .-., .... '-....... ', ... , ':---,.1 .~ ... ,,,," .~.~ ..... ':"" ''''''I'':'''' .').r-f-+ .. ~\,.\* '--> , .... t""'):~ ••• ;..,,...... j"_'-I":'~ 

hearing -process .. ,., Staff -couns'er-'al'so·"'ob'Ject's: to~"'So'carl's' u:s·e'-o'f a -,., ... 
• ",:.;:0.") '" ........ "1 ,\~\ ";I ,,-,."'":! _ ,-...., 

letter dated June ,8, ~97~, from Harry Lepape, Pres:i:dent: of Pacffic--: 
!ntersta. te to ,A __ N~~:~:p.o~~r ;-:-~~c;;.i±i~~,V:£¢~~'~~~d'e:ri~3ot~,~' 

-'.- ....... , ...... ::... ___ . __ -:_~-.--:~_~_. '.:"2~":"'~-"':~,_.:_~:-:~~-~ ... :~::.:2-.~ .. _:::.:...:..._!.:.:.:......:.-.~, ___ ~~ ... , 
Our resol-utiotl: of..:these'~:'·rsstl:es·::mus:t: proceed--:£rom our 

:ecogni tion that rea;~~b;l~' ~~o~~ii{ic)i;::': o~~a:.~~{tt\i~!~i ":i:s '::a;somplex 
--~.-:., "' .... _""- ':)."'----' . .",..,-,,~~~ .... - ..... - ,.,)- .... ' ... ' '-"' .... '-' ... , 

matter not readily r..ed'Uced.c:to,.:~f.o;:c:mula:,;,~:-,-:,"~op.:.tb:,i.S"-,~e:a.s:Or.r;::....':':~ 
"'~_"~""Ifn'\ "r'.,"""'.~."" ___ ~",....:_ ~4. ;·,,,,~_~::'_r~ ~-).~'lt ~-""it'!'" ..... ~-~~ 

we adopt SOCal "::.'s~s:ta:l:-emelit::of"--pr:±Ild:l"J.:,e-::a~~q;uo:t'~d';:a·bov:e ~:~~:.= 
._ .... _vv-', __ , .... _ ......... ' ____ .... _ ' .... _..' .. \ '~._._.'"",_~\...o _..LV"' __ "':".~ ..... ..:~_ 

- ~,;21-



• 

• 

• 

..:'- i, SoCal ,: is::neitber,::,'advo'2a.t£n:g::;tb({,,:a-d8~tion ":.o~f·<::)~{&~h . :'-:..:;j;:;.; -; ::, 

; quidelines by'·~he .-.:Comm±ss±on ..::or jthe:meoh~±cal~~ ;;: :~. :: .. >;.,~.:: E:: 
applieation by the Staff .. o;f. rsueh_guidel,i.nes ... in_ r _ •• ' ,,_ 

future proceedings. ; - :·~:"·"'Thus'''''t:he Comrnis's!o'n'-'-' ~.-' "--'~ 
.. - .,' ' ... must ..:.deter:n±ne· ... the "reasQnaol::eness' :::of ..:SoCaJ;;· -;: 'd5 .:' >: 

purchas~~ .. ,.as. it",>C'U:r:~ently .do~S; •. _o,n a ;e,a~,e7.by~.,.,. ,,'''' ."I~," .• ,-. ease·"ba:s.i's: ,...... .. .. ' .. - - ':. "C·' _., '. --, •• ~ •• - •• _::l .• - - " ~.~ •• ..",.., ... ~ '. -,~ ..... ,- .. -'., ~ 

._ , .. __ -I' .. ", ...... ,,--.'...,. <-'.J" ... _Of' , •• --'0(,. __ .... _ .... ,'1"... ~ ,.... ...... ' ............ ,..~.', ":~r_.,,.~_,_""" .. __ t'.~_ .. ~,.._ 
The burden "of"provinq-the"reasonabl'enes's '-O"f SoCaJ: ·s·~pureha:s'e·s'~!s"""on"" 
SoCal ;;..... :-' ". ~'-':. .. .. ::.:::, . .: :-:~ ~:,'\ -::.;: ,.: ':I"'~ :;' ~j .. ~.::: ~::;,.; . .:::., .. ./~) ~ :. -: co: '.)'::-: ~.~~~c::::. C'.> -: ;:.':1 ~:: . .:: :- :":' i) = 

"-.. ,......,.. ....... -, ,....- " -.. - ,- ....,.,..,r,--jl-V,.-. ..... c'-' - J ,.'.,J ...... ,',' ~ ",...... "",.-, - -,.;: ...... ' ... ;..., ".' r,\ ;. -- '-.~ · .. 1'-"" ... 
Even though ~reasona'bl'eness -:must' ·be~deterrni'ned";.,ion' a' ~ -'-'-:. -"" 

..... -, .......... ~_ ..... :., .. ' .... ',-:-..0<., '.-." '""~I' ...... ,.,...-" ..... ,,~ .·.,,\·....., ..... r, ..... ,- ... .:. .... ..:...,·,:·, ' .... ,~.,--\~""'"'"' 
ease-by;;;;ease 'basis~·-9'UideJ;:i:'nes "are "'neverthel'ess"us,efu!':;;' -''Properly 
cesigne<f'the'y sharpen tie:' feeus ''':on :"tl1e =burden :af ~pr'od( rssu~': .:' ;::.. .;.:' 
?Jrc."lases": :tbat Sleet;·t,,,e·::soioeli:ne-s tend: 'to":suPflO~t':a find'ing-;of ~reasonabrenes's~):::: 

-'-. '·IT'~.""",,''''' j ..... 0-...... "..,.40 , ...... \_ .............. ' .• :.. ..... - • .,..; ;' .... ,..,,.!~;-: .. ,- .-.. ',. - .... '·r-,,...'1~' ... ,.~,.!!""""I: "'-"-:"'("';'"'' 

PUrchases- that .. do' not -meet' 'tbe -quide'l:i:nes -may "'be "'found r'ea:sonabJ:e'-"~-

on a suf:ieient snowinq. 
_ - ,-' __ - ... - ~.'- _ - .. ,_.--. - ~;... - -,- _ ,.,..p... .~... '"", ,~ -".... .-." ~ ,.,.~,.--) '--.., ~~ _ .... -'If :.. 'I'" ....... {:-, (...",... f" .,...tt-r' 

,...- " "So'Cal:"'s NW 'purchases "for·-the "per!od"Tebruary J:'s: ·tbrouqh 
.... - .... --.. ... - M'::-•• ,._".~",· _ .,.~.,. ""'f"-~""""', I"-!' .. , .... ~ ... t-.,.~ """'':"1 '~ ...... , .. ~~~'I.~;- ......... -'.,,-/- ~;. - ; .. ~.:. '-..... <1':1-. .. ··'f(-.-

Aprl.J:- 4 -r.eet ··staff .... s··f1rst 9UideIJ:ne; '. (SoCaJ:: "'s"ra'tionaJ:e -£'or ~ .-' -- -'~. 

its sUbsecr-lent 'W"'purchases ':i5 '::di'se'~ssed'j~'~low~F TfiRN:>arqu~s ::ttb~t:"'<' 
the c;uide:iine"'req;;::tr'es':furth~r';elabora:tio'n: t'o b~'C':i€seif:reis·OtiabieSo 
By i.-nplication staff eounsel apparently aqr'ee'~ Wi'th:=-TtiR.~~ 0'; :':':~::;'::J': 

-- '::.: ~"-~;~Thi~ ~ ca.s·~ :fa:iriY::drama:ticailY:'·ii:i:us·trat~s~·-:the:,::p~int 
~ade 'by "roRil? "Reaso~abi~"':opera.t:i:oa'::df :·a':qas:::UtiJ?i'tyc-e~nn~t~:be·::::~~·:-':" 
reduced-~to::a :;ciaily:se~eneecof c"€akes:cw£thout'C>~e'9'a:rd €o;~piy ane~)":;'; 

........... p ..... , ••• ' -.-, t,:: ":'''-''-'-''''~_ c."...··_· '~., ... , I .... P- ... ·~ _ .... '-,,"'I'-'_r' ~~I"--""' ••. :-"" ~_'-:" 

de:nanc conditionS. "-x-'eee:i;'s'ion~tha:t' may be perfeetly"!a~pr'opr:tat'e -""- ~ 
............. -,-' ..... ~ .... ___ - ...... ,...- ...... ..--. .• ','j __ ';,~, -_'""\1"-1_ .......... _ "j"""'_ ,,~.':-f"'PoIr 

curing' a eoJ:d"w:tnter "may'be -p!ai'nJ:y ·unr·ea·sonabJ:e' d'uri-n-q -a ""warm 
winter. ,: ~The =uti!i ty: bear s s~me ::'f.sr-th~r:--:burden Zto. ~s~pp~r·{tii ts 1:>aCif6ns 
in the:-conte~';of' th:i{-rea:i=wO'rid'2:"::: ,);": ~;';: 'Y:;;0:::- ,·.::'':3'::::l.'';~? ~JV ':::-':)::,:::0 

.. ;' : ':"":-~C:pr~pOs'~s ~at0-the,:·pSS·{rateCbe::;tre'~ted·::as.Othe,:::):)o c:::;:.o':' 

dispositive:'s'tandiird":fo;{:j:Udginq th~ ;;e'a:50~abj?ene'is of~d;;seret{~niri ~ 
gas purchases ~ ,::,-;'we agree::'~tbat ~1t~o~t baialicing';:;aC'd6unt:= ratemak:ttig:~-: 
there':'m;ight :'b~':ocea:sions' ':whe\~ =the uttt£tf:':':L'tseif ,:~o,Jld:dappfy8t£i~,o-:.~ . 

. . -
,";"';:0 -:::0: 

-::::"22-
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standard_ ,.Howeve,r".~KinQ,.and.;SoCal_contend_that. the _utility mi9ht 
, . -' ,_, _ '... • ,.,.' _ ..... -.., _ .... _- ... 1 ",1. ~ ... • ~} ~., ....... ", ...... _' '",..' ''0' _ ~ .. _,) ~ ~ .... __ :.... ~... .... ..... _,...; ""; .... 

exceed this sta=.dard:.:·a::.d·<st±ll::act:.rea:sonabl-y'.:c 'rh±.s.aeads us 
to the alternate ·.cfu~i·;;~rfce":JS:t:a~da~">'::·~x:::: ~.::: ::0.':: :-';:':':'..:.:c:.c:.::-

~:~P'o ... , .. ,,:,.,: ..... ,I_! ·~I :-.J' _.:";'.~... ..: .~~,;,)::...:~r~l,.~,~:-':I-::: :':;":..:}j':';::; 

We aqree:tha. t <:there ~ma:y:,::oe .:::.t·±mes :,whe:c..-:a,::·tl.t±·lttyr::would 
_~" •• _~ •• ,.." ," ~ ..... '.-,." ........... ,,:" ...... ""'W ,-'-""-\ -,.. "'.,~ ...... "", ... :',.:-"J-!.-

reasonably puc'hase-dis'cretionary "high':priced vo·luIries~and;:~ ... , ...... , '............. . . .)..::..~ ... 
s~~u~~ar.:e.~~~:(:..:.e~~_:,:s~~ ~~5 ~.S':~.~~~~.~~:~~.:~~.,~;t~~::~~,:.~f':Sl::l?~~=: :>:-::
test is a reasonable tool in evaluating this practice. Obviously ..... ~:: . 

• __ ._I....".J _'_ 

the parties _disaqr.ee .ove.r:.the .app.t:op:t:i,ate ftet~od~r .. ,_,..r ... ~ .••• -:-
.,' , "' ",' ...... ,).,. • "_1 ... _> ...... ~ ..... ' ~ •• '-'" '. '-.< .... .,,1 ,. ' .. /0 ..... , ~' ••• ' ........... __ r.J ~ .., ...... ~ # ... '....... .. , • • ~.I ~ .... ~ ... _' " ... _, ~ ~ 

.. ~ .. '. ~.~These di£:f,e.r:e:c.ce,s_of. ,ol)inion_i:c.di~ate._,that .. p.r:ecision.~: "',_.-, 
•••• .....-...... c ... , oj. ••• >. ..... .,I'."' .... """." "k', ........ ,~,.'''' ~.,;. •• " __ , ': ...... ' ..... _ ..... _ •••• ,/ __ .• _ \' ........ .:-....,.I~ -,..J ........ jw/- " ... _-,-", .... ~ .... 

is an e~~.~~v:: ~~~~~t ~o..,f ::~.~:. ~tt..~.x:t~~n~:.:~.~~tl?:~ 5~~~~.~: .,.~?~e~:,:=:~;~~.;~,.;:) 
the-:par.ties:,aree,ntitled .to.~a..:Q'Uidel..ine .tbat-.. is.:.r.ea..sonable .... :and~ .. ·_;~~,.~ 

.~ ... - ~. h- ~... .'"'L .• ' •. - ......... ' .... '-' - ••• ,0- .... 1.- ....... ..:; ,~. _---" ,,.. _ ....... """ •• '''. __ •• ),""",J_~l. ... _ ........ , 

useful·. __ This r.esul.t. 1.s, r.eached .by .r,efer.enc,e .... to_the pUQose,.of. __ -....... ,~ 
. _____ .. , ,.,." ,uI_' .. ..;. 0-,,' ...... _' .,,. '.f "" .~ .... ,. • .•• _~ .......... .., .. } ,,...I_...,J t:1 __ J .. :.. ..., .. ~, , ..... : -' -...J.-+ O.:.-J .... 1 _~"-...... ~.~ ~ .. I '~:.,#, .. ~' .... _ -0 

the standard. 

,. _ '"I~_. _The u.:c.de::lyinqr,theory __ is .... that.,.,if ,..:the,...gas displaces higher 
,.IN· ... _,,t_ '_ n' '~ ... _ .• o-' ....... '-' ~J" ~.,.I ... _ ..... _' .. : ..... '~.-' _..J_ 'j ,!, ........... -'_./IwI' .. :~ 'I"~ I ...... ...... ~..,.J-",.)\,J 

• 

priced ~,:~l~i.~~, ~.~~~l.'l::t~~;~~i s ~~ ::~~~,;~~~, ~~~~~m~c ,;~~~:f;S0~P ;. t~~~::::, 
se~~:e :_~.~r.~~::9.~-: ~1:;,~<~,~t:r::~:z.;~:,~~;i!:~i~·,~-r:~~s:.~~e~l:a~:-:~~:O'-\3:::';::::::::': • 
oppo::tunity_ that_ought to be·. seized, ~with ... t.he:-;.speci£.ic .... economic.,-, .. ~._ 

.. _ ...... ' ..... -' • ..1' .... '" ..... ' _" .... _ ...... " ..... '_ ","'V" .......... '-i_ ..... > •• _ ..... ,~~, ...... -' ..... _r.+~ _a.. ..... ...... '_ .... N~_~ ... ............. __ ,-'~ __ ... '::J~._ 

details to be ;settled la,'t;e;c:. .."- ""r" '-r-" ~ . .,. ..... '0..., :-:'::'{" ...... , ... ;. ... ,' ..... _ ~ ...... ~. o'C 
111 .... 1,,'-' ....... _1 ..... '" C",-, •• ... t-.i_ •• ,._.W4.A-J,..,._,,-:,.I...,;.,'" .... ,,) ........ _~ ........... __ i.1,·"<1 .J.O ..... ,.; ..... 1 .......... _\~~J~ ..... \ .. '-1 

~. :: :. ~:¥~,::~h~~.~ ~Y:~~~:. u~.::<:.:> :~~.:~.~~l.'l~.~:t:~:, :: tl];~:':> t~:::~ppropr ia te 
a1 ternate _£,ue~ -,pr,iee ,test.most ~,closely.~i':ields~,the_.true eeonomi.c .' c~ !'''_ 

.'._ ....... ~~4' ~,'_ '" __ .... _ ..... ~ ",+" _.' I.' _, ...... '..J ~~...J ... _ ~ ... ' _ J"""l. ,,-I _I •• I....~ ..... v. __ ',_;/" • 1I",,1~'vI ... • ... "-~ ~ .. ~"...,. . ....,.;, 

signal r.eqardi:c.g: the _c.hoice .... to. ,our,:l ,_Q'.as ~or_oi.l .. ".r _.On ~this,_basis,.we·~-. .. \~ 
... ,,~,..J ' .. '""'-, ••. '- ... ...1._" __ . __ •• , •••... _ ......... ,J, ... __ .... \, .• ,-,,,,-..,J_ . ..... 0 _ • ...,.J .... _ ..... ,. ... '_) ......... __ w.,.,) .;..i v ..... . ..J~~_,~ __ ..... 

find c~~f.~~~~~s.~.e~ ~~~. :-~~~.~ ~,~ ~~~; ~:.~~o~~l~:~·S5i~.ed . ~~~,,:~:: ;,:~o~ :X!!:,,::~.,~ 
,~ .. The _price of _,,~"'C\poJ:ted ,cr,ude _oi.l .. 1.s, ,to.o ..,.rernot.e" fo:c: this, _ .. _ 
., ..... ,.~ ........ " ............ '....; ...J' _'_._);,,,,:.,.J ....... ....J .. .I .... , ..... .J 1,.- ... _".,.) ........ .:. '_I, ..... ':,."',~. _ •. \ ............ "'" o_v.., ~ ... ' !.::',.. ... __ ~_ 

p~~~~e.,:= _~~~:::<;isp..~a~;.~~:~"n:t:~,~~~<?::cr.~~~ ?-~~~>~s\:~ ~::~~:o~~~le . "!s.~~.::"'. 
objective generally, there is no showi:c.q .. that_sucb dispJ.aeement ... _ 

.. • ...; _, ... -'''r _ -,:..J... ...1 ... Jo_ _ '" .J ..... J..., ._. -,.I vJ :.",.' ... _ ..... .,j. 

does occ~<.;,:o~ ::~~)\ =~.~~~s c,~~::,::~,,,:y 212~e~~p~~~~ ~~~~c{~~~p;'~s~ent is· 

·l~.~.~:( =.~,~:.~~~,u; ": :.,R~,~~~~~~o~~.~.~ ~~.~ ~"~ .;:~~~r~e~1~-:.~~5~~u8~.:: =- .:: ;-.. oq :::.~ b 

re~~~?~.n~ :~,~t~~ .. ~~~::d~;; 3~ "S~?~ ?~o?!-~~r :~E~d,=,~~/.': ,)';ho.~.:~,~:.~~::: c: ~ ~:' 
products.may .be -ref.ined, J:egardless o£._the _.e.lec.tr.ic .... utili.tY-...:demand,....:_ 

.. _'.- .-~' .... ' -' ........ _ .. , ...... --.,~,-, .... ':..- __ ...... ~_ ._·L~-.J _ ... _J ... ,f~ ........ _~,._J_~ ..... _....,J!-..I __ ' ...... ...JI-"',!!!!_'.~ _.j_~' .... .J 

for oil, with the residual fuel oil sold at a discounted price_ 

_ ~:~23-

• 



• 

• 

• 
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• • ~~ - #"- ' ._ - • "', • .., ," _' • ....... ,'- ,¥ " • r ":-. - ........... _ ~" • .Jo '" , : ....... <' •••• ,; ...... n , ..... ",-. .. _. ~ . "'''' ;-.,~, 

O:le 'may -sappose' ~tha t -s'\lbstanttal -vo'l\lme's~ o'f -d'1sp'laeed 
oil :nust :iec'essar'ily':resu'lt-::'i'~ =reduced :_:im'port'S,' ::ais~inq' th·a:-e'~';::::.':',-::, 

-, ",.", •. ', .'- • r ",":"" - ..... -\_r-_ -."" ,..,.,~,..,,,.,:- ., .... .-, ~--.-..;.,,~ ...... ....,.,.-...::...-,. :"...;:. ~~l-I"-::: 

imported -crude' i"s' -the-'f'eedstoek;: -' -But a- -m-a'j"or"oil''''eompa'nY'wit1:l ,. ,. - -
sever~::t ':'refi'ner'±es'-=rna}~::cho'o~e ~o -:eut"":'ba<:k at';:'inY:;'-~ne; 8·f:"'tbesel:'S'::'~ ~,:-.::;. 
possibly ':d£sp1aeiig ':domest£c ·;crude. -:-::<::';;; ':.:: ':> ::'0 .;'2_0::' ":.s':~'~:::'':'~~::'': :>;-,::' 

~ ·":::ne""i1itpoit'eo. "crude:~·eSt'Cappareri:ti:?:a;~e~·th:~~~::; ~;~.:;:::; 
".> .... -, '7~ ~ -,.,... -. ~-,,,,,,'~;' ',~ ' ....... -. 

electric utility has unl:i.m.:i.ted flexibility to reduce'-its "~i'1. ,J., __ "~ .. -
0.- • ___ • , .... ,_ ... ,' '. •• .- •• , ". " .. :... ,...... _ .... " ... ~, ..... ., r ,..", '''"f ...... _ ~~ -;... ,.,,,/ - ... ". ,. ;- ,,,",, ~ !' ...... ~ Y 

purchaSes ~' - -Otherw'j;'se -even ~the ~hypothettca'l-di's'P'1a:c-ernen~ -o"f 0 il 
is not poss£b'ie'~:::;-:~'is<a:s'swnpt-:tOn ~:':fs',:not=rea:~tf~tf'e;.: ':';-::: :: ;:.;;: .:",;~,:!:);:;:, 

• .....,.... _~ .... _ ...... , ... ,..n .... __ , ,", c<"_ -':0 ............ ; .• ~." ... }..-'-. ;, .... \-.':.' f'(' .. _ -, ... :-~,- .. 'tl ... \ •. -,....~~:..... 

'" -' "King "seem:s-to-recoqnize-th±'s' "by "h±"s' reference -'to' a:' ~O'S's~bJ:e 
... .. ..... -'"-_., ~ ...... , ...... ~" • ~ -' ........ , ... ,~.: ... -, .......... ,. ;..., .... ..- ~ ........ ",,'"' (,., .' ""r,-. .... ·-,r/~' .. ":'''',< r.\"'-; ;"-t-..-' '''r~ ...... ''.-. .. ~,.... ...... 

$3 'Per 'barrel 'under:!:'i-£t pena'l ty,-'--whicrr "he ~chaTaC't:'ertzes Va's ··", .. ext'r'eme't"' .. 
. ~ .. , .... ". ...... ".'~..-\. ._~_ .. _ ....... '~ •• __ , .... ,\ .... ~_~-. ...... ,.~ ~ .. ,.4_ .... _ ... _·~.-, ~ .... _ ,,_ .. ·'t .... • ..... ,r_ ..... ,.., . • -,~ ...... 

However i~Oli ero ss;..'examiriation'he' -admitted: . that .... he "had- ""nO' ~'ba:s:i's" 'for' .-
thatnu:iiber~:' that: he : ":jU"st i:)U:I:red\:::£t''Out:~o'f ·.:a::~:hat'::'" ':':':"'7n ~¥ci':'::':!f-':':~:;z 

his assumptio'n':is \ixtreme-ca:t :ii:f?-£t'Cti eitreme~':ot?:the':iowciid.e~;::'=:":;:: 
• " •• .- ''- ,"' u ," ... , .-, .... ~.. ...., ~_r_,,\ ""r"" ""'~~ _~._ " "." 'Y, . __ •• .,. ... / ........... ".:-... .... " t ,,;~ ... < .-..... .-, :"; ... ,....,. r_" ... 

'for;- as' disC'llssed--beJ:ow, $'6J~per ~barre'l""'is,La; more'-real't'st'±c 'underl'"ift" 
eharqe:~:C' ~:-If: Ki'-D~ ":s';n'ethod: ts' ;~used~ ;i=rl' eon"j1.i.net±6ri>;,ri t'h~=the: ~~6' per' O~;,,--: 

'barrel :,;nd'erlif~';'eha;:qe:;"'then':"so'ci'i';:s !:Nw ~:ias 'tpurei·i"asei''W'ere ,"::'::0 ';;:;0:; 

unreasonable"anC9; our =inqiiiry:C"-en'CfS'. '~"-: ::-~~;c ;-' "::;:;:)02 ::0 7?":;''''o;,,::~ -::S):::~:;:: 

~ ';2<:: ':FUrther~,:::; underl1.=:ei'.:'eharqes :a:re~ ::onlfc6i{~:type: of)::a-nd ~-:.c:-~~~} 
perhaps 6l'll'y::a:' portion of: '=th~':'-20sts-:('6f'':d1.sP:raC;ed~\;"oi~ ,Y~'s';:o~l:)':m~y;' :~:;:, 

be sold at a loss or stored for some·.:periOd:2'-;:':The:c-di'S1?i"ace~ent);:i~seH 
.- ••• -"~ ~ ... y' .... :. ~ ',' _ r'"'''' .• ' ~:. '~ ... , ~ -.- ~ •.. -' ~ .... I __ ~.. : ........ tiH- '. ,;... __ -4 """'... :"' ... - .... ";1 

aff ects 'the' -economics 'of 'the' 'transaction' "beca,1.l"se,l "'it--s :i:lmrltaneousl y 
inerease:s ~StiPply -:aliO,':: recuees'::"demand=} :a-ffeet":'i:ni ithe~ pr'£ce~ ~f) :Oi~-;. :,:,:: ;-::: 
Kine; "s <eXhibit'::£ndicatei':that:::-the:=co:it :o£;:mtportedr;'erud~";-wa:s;;~:-~,-:)~'::;::: 
:elat£veli~conStant" from- ·:FeBrua:ry",t'hiou9h ;'AuguSt" "i9'S"O')': ~bUt beriea1:h'oc: 
that placid. surface the price =o{: lio ~)!"6r~uel ':ni'ay 1::io,;>·e~ha;'~b'e~en.:n:ea7:1Y 
so stable. ..:":,C ~:0 :~~~:;-:~(>.:,,;~~(:. ;:~ j:~~~-:'~~'-~~:<:'::.:b_ ~)::j'" ~5 :"':00": OT" 

",.':;..::..r:~ :~!:,~,~ '~"~:"1. :~~~":--Io: ~)~, .... ~,~:~~~,:'''~~~) o~"Z.c \2.~~~J ;:"';:~:~'":.~).J 

Fina11y, , ,,,,ha:t~xer ;~e:l:s~_,:ma.:y::be:_the;·m~ri:'t:s~ '6:f:..-:a,n ::imported' 
crude oil tes'f;-:;;e:"do.:'!io~;,see:';,::cs re:Ceiance-;~:n ~hi~:ea:se>;;here we 

,} ~,:, ~.:,--: c:: "; ~ _~,,: ,D. ~';r ',/' ~,~ :""':;' "," ' ... > 7..~~l;:, O'l; .. ,",!.:. ~ ; ;::;..;...: :: :... 2-

have a clear and ur<;,ent~:"f:eder.al.·pol~~CY..l:: p'rs>~ou~~e~~~~~ .;:.t,ha:c: imported 
.. ~..., ........ ' ~ ~~ ... ~ -.' ~ ....... - ~ ... : _..... ."'\ ':.. "j:' ~"",~ ..+ - r- ... : ...... """ ,- :... 

;as should be c.ispl"aC'ed'~or"·the:'-sho-rt~:..cerrrr'.' ': -"' '" ........ _- ':~ -:'-': 
.. 1:' ~ ..:: c ..:: ~ :<~ 
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.:_ ',~" ~~~l ~.~ P.r:?:t:C:~~d. ~.~~~~~a-'t:.~ .. f~~l::it~~.~c:~:~r~~.;:.s~~~ of the 
deficiences of, .Kix:.<;.'.s,. .-~d,~has~s<:)me .. pthers .of" .. its. -own ... ; .. :r.'he ~ .... :_ e' n __ ... ' _ ,$~ ~ -.,. ......... _ ~ ... ' "._ ... .J.. ..... "'"L.......... ___ , ... AJ'.J,... _. __ ....... ,..J ~ ....... '. ' .... "" ..... ~ .... \_. -... .... ' _ _ 0'",,,, ..,.J , ___ • ~ __ .... 

:E'or=. 4~3. ~~~<?~~~.~~~:~a~.~s_~?~ ~~E:re~?:;:ts~~~)s..~n~,~::f?~i;,:!:~~~s0(;;;':o.::..·-:..: 
char~es. ,in ... iuc.b' a .. way.~tha1; the ..material , .. doe.s-_no.t.rel,iab,ly.~.indieat.e. ..... 

, .. '., .... ' ..... «0' ~. , ...... , ...... ' _ ...... ' ,,:.-1._,' ...... _' __ '-<.-.. •.. ",:J,,",~~_ t,.-./'. ',.", ... -.,-._, ............. _ _ .-,.1 __ "'_'''' 

the incremental cost 0: oil und.er .~~~s~~n ~~:~S;-t:~a~~~~D.:~~.l£!;)i~.:c.:: ·~:~O:: 
there any .. showin9' .... :that ,ad,d.it.ional .. ~il.,:woul~...be ~.pw::c.hased:l"under 

.~ •• _. __ -,,~ ........ " _ .... ",,<~.~.a .... ... _ .... " ..... ~ ..... .J-_.~ .... ,;..'" ............ _ ."._ ...... _..,J ..... )..; .... ~ .... ::.,' •• _ ...... '" ..... 

.... :.;:~e":1J~~~})~ .. ..:.~?-:~;:f~~~~.:~;.~':~¥:il?-q:.::i~~,~,i~,;E~s .. ~r:~:t:rox:9;,~l:;;:.,~:.;c, 
suggest that the gas _would._displace "'oil .... already ,purchas-ed~c.if i't;, .... ' 

, .... __ ' ,,~~ •• , •••••• _ .... '''' .• ~... ... .. '" _' .... ~-' .... :., • ..." .... ' •• _, ......... f _ * _; ____ '.P .~ .... : .,. .... ~ -.~ ~. 

c.isplac~s oil at. all .•. _ SoCal .. "showec. r:ena.t-_1:.hese .. ,cond,i;tioXlSj.·were 
~ ...... _ .......... ~ ~_ ~ ...... ,._._ .. _ .... ,..,., .... ' __ '_ ....... ' ....... -.; '-,w_ ... ,.: __ .... __ .. ~ " •• ,._ .... '_ .. ;, .......... . 

the C'.!.~ulati ve, ,e££.eet,.O£ ~s,ev:era.l .. independen;t. variables; 'pa.r.tic1:1larl·y 
_ .,_' , _~, "'" •• _ ',,*, _ •• _-'." '.... ... •• , 'woO _" ,_. ... .', ~.... ~. • • • j _ .......... , ,~~ .... " _ ~ ......... '~.'" .... _ ..... __ ,,... .......... _ ......' ...... .J- ..... -. '.' '-, .. _ __ r 

tbe~:a?a_:y..~J:p.?t}):p,f~?~~~~~~J;>~c~~.s~~~~~~;:£~-:r.~~2~~ ~~~~~;~S:';I""C::: 
~o:thwest. rand _the. ex.tr.eme .. war:n .. ~winter, -condi.tions .. ~, Both. of, '. these _" ~. _ 

_ ._ • __ ........ __ .... ..... _',"~.-i' _,'v __ ~ -.J _ _ ,._..J...~ .... ;. _.' ............... 1 • ., "-~, ... .,, ._ ... ,J_.,~ .... _.;.,J~ ..... 

factors operated<to .. dis:place subs,tant'ial solumes, ... of .£ue~, roll" .. ",. ;~. 
,,,~,,,_, ••• , ........... .,.,."' ....... ~ .••.• ~ ...... ' ... j "<'._ '""_" ~. _____ ........... -.I •••• ' __ J ... ~ • ... _ ....... ,,_ ............. ~,.~'.' ...... ~.' .""' ........ 

r.egar.dle.ss ~o£ ... whethe:: ... W. gas .was, _p,w:chased, • ., ~h.u·s ~if." .. SoCal' .. S, aJ:g'UI:lent 
J., .. '-.... _, ...... '- __ _ """ .. _' .• ___ " .......... _) ........ ' .' ...... _"'~.'.A·_ ~"'_':' .. ". '~'v __ ""- _ ................ ..", __ .... -' , ........ ' , __ .... . 

• 

had a:"l~~ ~;al~~ty.;':.~~~~.~~ .~;;.~;: .. o~~~, w~u:l:.<;:~a~e: ~~~:l:.~~~ ;?~~; ¥;,gh~~~~;.;.;;::) • 
cost oil ; leavinq, the.. .NW .gas I.todi·splace~ .. ~ow-co·s;t. .. 0iL .... , ;Ab,sent -any. ~.": 

••• ".'10' •• ~ •• ~. ____ ,~._"".",,_ ... ~ • .,'-' '0 ............ _yo", ..... ~ ...... ~ ....... 'I' .,,', .......... ..J •• _ '-'_.1. ___ .......... .-1 _ ....... _~~, ... ,. 

further showing on. SoCal' s part we .~~.:pt:~~~.i;th..~~ ~!:~~,~~.~.1S.::.::y::::~ 
factors :.:'.used up.,'!, .Edison.' ,5- .flex:ibili.ty~ _to'.~;d.i·sposer of. .. eril, .. w,i thout ........ __ "' .... ".:.\.--' .. a_ ~ .. _ .. \,-, " ..... ,~..,' <,- ... t'.· .......... ~ .................... '_ .... _ , .... ,..,1 ....... ' ... .., ... 

cost ",beq~.:-:se, :.,by, .9:1l}l~\ ,~l.:~~:': .:.~d~~0l?::b?£ll~<;::.o:i:.~ ~~,,:e:~~ ~£ \g~.) ~~ cr ~S:: -::', c: 
~c~~~ .. o.L::~e~(~?:~pl,~~~~"s.~c_~~t":.:-:-. .:<: -:,.-::: ;:;1')-:'0::':::' "!0 :2:~:ol .c ~;:;, b':'o~;: .:; .. j 

.•. , ' . :- .; ,~~~_ i~ro_~~~Je_d..:~l:~~ ~\.1f?j:~~:tc..:o~)~:l~~~t?:~~~:~~~O})~l)~t~~:J0:·;:..c 
this proceed.ing._.~. SoCal" .apparently_ .g:asped, ..for . ., .. support· ..£rom -Edison. ',$ 

.,-< .... -,- __ .k_', .\0- .. - : ............ ~ __ ..... ,../ ... ~.,., ... "'-. · .. ~J ___ .. 4. ~ .... ' ':..- ... _ .... :10""" ....... __ ~._ ................ _ 

e.i:eet sh~w:~~g:,:: -?_ut.:::.~_e.)~a~t\l~ .::t~~t~~.ni;. A~es: .:.~0.:.1S ~~~P~.r:-t;; .;:~~.£a~;' .~.-:.;; ;.: 
po sition_· .Ed.:!. son..' :s· wJ. tne ss .Fa u.l.. .Myers expl:ained. why . ..,Ed,j.,s,Oll. ·e'hos.e ' .. .., 

• _v '_"~" ...... ...."_ _ \ ... ,.,..' _..... ....,. ~ _ I~ _.'. •• __ ... _~.. .... ... ... .... ....;,j.- ,,. __ ,.,I •• • •• '_ _ _ ...... ...,.t _, ............ _ .... '.,.. -.. .... ' y _ .. --' J. • .. ~ _ 

t~: ,?~~ :?_~1:: ~~,~~~~~r 'E1~ .:.~:.J~~ ¢~B:.o..:: .:.:-.:: -:.:: .. -;; ~,~;::,:-:,;,;::: ;:'..: :J':'':::.: :JD::: 
"To look at the difference in economics of oil . ,~ . .:c;.;,:;.~'j::~ 
versus gas, and assuming that the gas price 

:' -:: .. i's 'that:- set: -:forth~ ··in:<the~ ·tar·{ff "::schedule .. , ·,th~··:-: .. : ': 
.. ~eco::.ol':l.ics, .of :Ourr.ing .. cil" ,particula.rly.".1n., the .... _ .~ .,~,:.. ~~; 

.' sit\:ation'where -you have a "fullstcrag€ .,\ .~""" ~-,./ -.... ~-
" s:ituation·-;~·are::bas:;':can:i:til.e:;a'l;ier;na:t~iv.e:s: s:e't~ :...::..~) :::; :':~c:'J ;::,:~ 

forth in the 19S0'If...r.easonableness,:.xepo:c.t.;~·, ... -" ~~ "),:: ~!..~·c.< .. ~ "', .. ~~ Exhibit 3. .' ...... - -" '.' ... ,- -'~'" -~"""'~"".'~"'- .".,./ 

• 



• 

• 

• 
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"We'~ fac:edotba t:' sit'tla tion:early::in-:.the-:.year:-.a·rid ,,!.;.:'~' 
a;ain_;later. in_ the,~.year .. ~, 'the a,l,terna,!:i ves '. -- .', "'t' ..... :_,;.,_. :_;"'~ ..... ' 

are:"' one;' . selIirig" oiI e:ither 1:0- somewhere e' ~ _ ... ' 'w -" • - -

in the,"world. or.:on:::·tbe:East.:.:Coasti:and;;:reallyc:": ;~",:<.:' : .:.:).::<~ 
the "Eas~~Coast:~,for ou; domes.tic .• o,il~is :r;e,alli';" ___ ~ .,- . ".-_".',i'':','/. 
the'" only--reasonabJ.:e'rriarket: ·-I~·g-U:ess·,·-'a:lthouqh"·~· ..... - .'-
it:couJ;d be.:sold.";":.eIs(.·wnere-;c·::·,:Jc· ',~:::o:;:,,:=:,,:,~:,= ;-::. ::: . ..::: ::: • ':..:.:;, 

'. 
, " ~And;~duri'Ug the<~'Year ::.:weE:looked .::a:t:..:.that.::.a;rtid': 0 r:' C 2' ;.) ~::. \' c·::: :'2 • /-. 
~ "" saw .lossesin~.th~,/ran<;;~ .of 11_to",,13,~doll.ar,s :-...... '"'~. ", .... ,-.,-:)~, ,'-: 

,.- although; "of course;'-you-·a:re"riever·"c·oxif:rderit.J-~ -'-~- -'.: . -
what the level is going to.be:.::'.::.;:·~ ~~.:::-:= 0:- ::::.:.\.,~.<:,-: :':::.;: '::',,;:.:: 

"It·~·would:be,,:probably:_sOldconQa spotsmarket'::' L::'::'-:: 
.basis._._. _And ,,:to .. the,.extent _Ediso.n ...... a~tiY';el.y, ... , _ ""_. ~.' : ..... _': .. _ ... '. .. ...::-, 
got" invol ve'd - in" that - and tried'" to ~ sell ,., a~ .., '~,,"'~"' ~ -" - ., --

: .:" '. '.~ sigriif:i:eant quantity in that:...:area,;::::tf.e·tbe:::· 0:: ~:.c ::0 :;.'>:):: 

" ._,deC:isi?n .. was_made, ~o,.,q9.''lah~ad an;dd-do; .... it.~"J~eo...., ::,.::~~:-:' .. : ,::,:)..:~(: 
eould'even further depress or re 'uce"the- " -

:. ' ~,pri:ce':for .:tbat~·as:'more;)qua:nt±t':i.es;:·beeame::-.o::- .:: :;,~:::,o:, :':'::'~JO;-:': .. 
,.ava1labl,e •.... ..., .... ,. ,,_ . . .. 
,", ",-,,,.- \ ~ _.-.' .................. '-.. - -".. "'-'\:'·.,c~ ~".-,;",.":.\.I-" ":.:)\c .... ':. ':;\ .. ..:~-:·:)·:.\c::,~-:,-;c: '~::.~:. ~I~~.:):..-:c: 

_ ~.iThe other al terna ti v:e, of~.eour.se r .. i.s, to t~Y. ,. ~ 
to ··net;otia te -with" oUr supplier's-'the('ab:tlity~>- :-: -:.~;.::.::::-: ;, .. .: ,~:: l 
to further. underlift your eOlltraets<~ 'C'"J.::::-:'::~~l'":= ":.( ... .:~.::..,:. :~!:~, ~/.~~ 

. .HDur±ng .;J:9S0 :Jwe:did.::that:Wi th~:·Chevron';-;-:dur.inq %:;:::.:' 

:":". th~ ~~x:d,:.quar.~e::,~.,:which ,was t~e.,~~~tical. ~~:;o:> :';:(.,:;.:):; ::.._::~.:: ~~ 
month for us and ~ncurred an underIlft fee 

,,:'~;;:'durin9',:~that~:period.;-Io·f $6 ·a~:;·barrel,,. ::c.::;-~:..~:-:o:::r:,;:, -::z;. ::-:::::: .:..;:~ 
. t 1 , .. appr.ox:::una e y .... " .... -...... ~ ",~ ... "-'¥""c'- ~''''"''''''''I''''''"'''''' ~ . ....... Cy.,~.' 

.... ' >- 0..,,' - ..... ' ,. •• __ ' .................... "..1 .... _\~ ........ 'I'J ...... ~. _,"-, .... · ... ~.a ,! ..... ,_'(...v .... _-'~ ... _ ~ .... _, ... ' _I.- ... ~ "' ....... ',,,, 

ilEar.lier _in._tbe -year:. we .had_done ~neqo,tiatio.ns . ,_, .. ",,~. .t.; .. 
.. with'Pe'rtcimina-arid-ctit-them "'oack""as'''far-a:s - ,-- ~ -~ -' - .. -.' -" 

·:··~d,if~:we had-:cut them fw:.ther'/back;: we ;"::0';:';;;;''':'':-:'0:::::';:,';::::' ::::: 

_ would~have_lost_that ~c:ontr.act" ... I '.m~con~ident ... ~ .... ~ .. " " 
• r ... "" ' .. "-'1" .. ' ... ' • __ '_' ... ' ....... ' ' •• ,.:_ , ......... 1', ...... ,._:_! .... _ -_-w----- --'t:" . __ ........ ..;...:, _ ...... _'.)< .. _ :::,~:-: 

,.,. Hln,the c~se,.,of_1980,.,~we wer~"abl~ .. ,tor.wor~,""" _ ".: .... 
with-- SoCal-and-defer··the"gas' deliver!es to~'''' ,j" • 

.... i.iAnd~ .. :"indeed';.;~we did take=more;'than::tbe~-= .,):.: . ::,':' ..:':.q :::':.1;> -::,:.~::: 

.' .quantity_,SoCal_pI:0jeeted_to be_a~ailable...t_ .'_ ..... ".~', .. ~ ~ ',' . 
.. -. to"us'durin;-'the-Iatter h.ilf 'of"'the'-::Yea.r·~" .... - '" -,.' .. ... ~.~.J -, .... 

Any effo~t ~o; ~";aiuate :tbe -true' e:condmics' of·~9a~~displa.cingOo·1iq :~~.: 
mustreC-ogriii'e- tbe·se· a'c't\i~l :;2os:t's:';-;':'''::::'' ><: ·x:; >;o\'(~ :;(,":; ;:'.':>:::;;::,c-:!,>:-: . 

' .. - ::'26-
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• Further'";in'-:regard..:t~":A.,o0321~·.:..SoCal.:reports.:.:thatl' 

Edison was able to':sef:C::fueJ: oii in ~i980';'for~a gaiti":of'~$~2 million. 
,_I';;'S'.·~' .. ;' .. ~ '.~~. t ••. ) .... .• ~ .• _'~-.. :" .... ~J ... ...:(.; ~,l;~~_...:...: .. ):. \, ~''':':C : -:'~I ':";' 

SOCal <ioes not.:.specify.:,the,~;nature:;.";of,~.tbe;oil:l;:' but6based on 
• ,. .. • .~;' ~ , ,. ,."...... _ _ "", _ ... "",.._ _:... __ • 1_ ~.. """',.,. 7"1' _~, "" '""" .... , ..... _~ ,'L ~ '" j" .... i _. 

Myers I testimon,y:~we .ean~ sa.Y:that'~i,-;_ was"pr~b~'3J?J:~:n~t ,::~0·,;-':'6 fuel 
•. ,.-'''''.'' __ "",~' \~"".U_~ _ ............ ",.,A.J .• ./- .,-..{,...;....,~..,'.-J, ... ___ ..... , .......... .".1 ... :) ...... 

oil. In fa.ct in testi."nony before-:thi's:;;Commission ic::SoCal's 
A.60867 and 60901::':Edison~'s .:..--w.itne·ss":Bri-de:c.b~cker ind±cated;.that 

~ ~... . ," f" "...-", '. r(" 

the profit occurr~d:::thr6ugh:.'the sale?of'":No~: 2:!oiJ::;;.;;ihes~"·trar..sactions 
_ .~" .• .,; __ ~.~~.J ,~ .. ' ~ ':' ... :' · ... <r':. .. ) _I...i·,~ ,:.::.\., .. ;..;';0".,; .:. .... ' \~-:::-ho~V;~_'''''!:.:' 

a:e not relevant to this matter.;:;; ';:'':-:';:0;:':' :~~: ::'·)'r.,::' ~:.;":'= ;;:;::.r!',,' 

Finally·_:..;i:ni:.rega~d to:-:soCa:b~:s·~:~ethodc.:we,:::obse:cve::-an 

obvious inconsiste~<:V:betwe~n': 1ts:'cont'en t~on Utb~t·~\the;:; inc~emental 
':".1 : ...... L_! .. : ,~_, ;.)') ..... ,::,_, ,.j.:~ .... , .... ~~,.,.I 'II';;.,..: ;.)J:...~\,/ ...... v,·:o;::..:: ";;'".J .. ) 

cost of oil to an:,electric:::,util:ity .:i:s a-t "~J;ea~ ±ts~b.l:qhest contract 
price. while coniendin;::'that tb:e:-:iow·;:eBd ofDt:he':'tundberq:J~\l.rvey 

,_ ....... .~.-:~ __ )0 .. :' .. : _<,," : . .,;....:.::...1. ::,C:~'_' ""!'.J .... :: .• :. ....... .. .:..~~ '.{~l ,.,1 __ .... 0_' 
should control for'rate;::des±gn.:."purposes.':~beeause=itcrepresents the 

"\ f ....: .. _ :"' ,. ,- __ ... _ .. ' 

price any prospective buyer would pay. If SoCal·oeI!eved~in 
· ...... r.... ..... _ ,', r ,. ~"''''''' ''-,''''") ~ ...... , .... tl'" ..... ' .~, ............ s .... '01. i ,. _ r: .... ~ .... ,,... ,,),-!,""""'I 

i'ts Lundberg data; .it woulc'"not ~,have 'purcha'sed -a' cubic inch of 
\~ "+ _ -. _ '....;. .... 't 'J .. _ ~ .. : '::"" ...... '_ .... ~~ .. ~ .. t ,,:, ;.. "';·l.> .. '~,.J ... , '(',' !).;' ~_ ~ I.) Ida .. ,.::: " ... /: 

~"'W /"O:=.s after February 17-..... ',aao ... -, ~"~,., -,-,', "-r.';' . .,., -"'''''''-'''':..-."' * ':9'" s,. ..... *:J' ...... - -""''-"\ ......... _ ...... __ .............. , -, .. ) ........ __ ._ ..... .,., 

'I'URN'~s .::method cat ::,least .::attempts...: to'~~,a:ccount ';7Jfot:;:,;the ,., ...... J~-'.-~ 1"'-~"1. .... -'1 .. ,..:- ";·l.~ -·,..\ ..... ~r ... f' ..... ":''l'''t~''''~~ ,",.! .. I..-

displacement costs:; - :Sowey;e:c:;, :tt"i,~:f):aw,ed·:-oy·-'1;he:same .. <;;ef.ects in 
._. __ _ ......... __ ... ...,.,f, ..... .... ~ _J __ , ...... ~ .. ~_ ';:)"'~-' , .... ,..; "".'-' ........ ~ ...... ,.I.I.) .... 

the Form 423 information ,as::SoCa1.' s:: ::''Xh:bs..:method:'ic,ouJ:d-:actually 
,!" ,. ..... "'\-.,., ...... ;.·.·~-.,~._r,.. 

support an increasing natural gas price in a"market-saturated 

with fuel oil. :'r~suititi9';'in'~'ifi~r~a:~inq displacement '";.c6~t$'~" We 
'.- .... J _:~" _. ." ~" ~~.:.,., .... ',.... • ,:'-..,1. ,..... ~":;;;l _I ... ~ -' ~ .. , .. ~ ...... ,~~~...,; .~ 'C.\ "':. ~,,";,.j .. """'. 

are also concerned with the timeliness of the Formb423,':.)material. 
If the in£orma.tion is not..:.avail:a:bJ:e on~:a c,,;rrent basj;s; ;.:;then it is 

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

not useful to "tbe'·gas -uti'lity""faced"with'the"'choice"'to,-buy 9as • 
... : ... --,' - -." ,. I :- .... ;.- 1'\"'0# J:""",' ~".'" ,,-" '::' I") ~ "::'.1"'" {" ~", I~-i', , __ .~".J... .....,. - 11 

The test-tbat~we:ha:ve'"ln mind"is:"based';on WideIy available 
.. ~... , .• i _ _ ~'. ___ '~.'''''';' ""'::">-1:,) '~) ... _ .... ":,_ .. ::.'::; w ... .;.~, ~~_,o.:.. .;.,., .... _....' , 

information and il'nplicitly recognizes displacemen.t costs - the~ spot 

market price. We recogn±ze:that ~':tbere are a~SO,bllDce=ta±'n.t~es 
aSSOCiated With thi~:~,approa:ch; .:,k;~t;~we~f±nd::·tha:~:tlfe~e~ do~~ot defeat 

• _...... ,," ,~J. n ,.. __ ~ _ ........ ~. ~ ." ......... -.' 4.,' _ .... ' .• ~~ '" I .. ~ .... ..... ..J...... ' ... ~ _ ~ ... 

its P~~130S~ _ ~~ ~~ ,~i~~~i~~. ~; :;;~~E:~:~l~~ ~E~:;·iz:\~~\ti~-.c;.:'~ :;<?:~ft,r.: ~.~~::~a.:.~xe 
approaches that -avoid the deficienci,e.s,~,o,f _the,s~e. C>t~.~,e~ ~.e:tlf.~,ds."~hi.ie,:_ 

... _ ,ft ...... J..; .;. . ....I4~ ___ ) ..... J, .. _ ~ ~ ,; ..... ...,;f' ... ,I." oJ\.):...;J _ _ ~....,. ~, • 

addressing the true economics of the choice between oil and gas, • 

-~' :'27-

• 

• 



• 

• 

• 

\')t:"~,;::\; ~ 
.~ ... -, .... '_ ¥I ... 

,,' .The .... maj.or deficiency ·wi th -this " method *1s ~.the ."uncet:taintr...: _,_ 
, • ., ~... ' ,'" < " ••••• - ~~ ' •• , ..... .J ....... ~~ _.' ............ ,_."", .... ~.~J '~~ ..... , .. ,,' ... _ .... -"' ..... ~, ....... ~.,~~~'" 

of the .. infor:nation - ·at every moment wa ~range of ..,prices ,',appears •. ,', :."1 
°'0" • _, ", .•• '.'J_, "~" •. ~ • .., .... _ I __ ~ .. _\ ..... ~ .... ...."...) _ ,.j""" -....J ,.:,~."",, __ \,_ \. ,,_ ...... '. _.,:~",,_ .-...._ 

This is .,shownin the.tundb,er,Q _data. ,furnished by' :.SoCal_anc' :.in"" .. ~ ___ '-.r • 
•• -. ' -. ' ri_ - .. '., ,,-- ".'" -' , .. :," • ...!." .. ,"., ." ".' ~ .... \ "' __ , .::' ._' ... ~ ~). Jo ..... ... I>.i ~ _'....;." ..... 1.... ,~~ ..... _ .... '..) .... .. .i-'." 

adjusted Platt I s information furnished -by staf.f, ...... ~The,se, _d.a;t,a ... ar,e ... " _., • ,- _._ .... -" u~· ........... _""... _ "'" _ . ..... ...,J _. -..",1_ •• ' " ..... ' .... t~." ... ' 

s\lbje~~ ~o .. ;n!-~;r:pr~~~:~tO~:< ... .;,:~~ ~"''':~':' .. <:...::;:;':' :::..;.::;; ':'t.;.:; o.;::.:~::. .:<.': 

.. ::..: :;':.~~e.<: ~P<?~:~k,~~ ~~;,?~s..:)~;e ;;~)e~~~~::~.c:~~ ~~::q ::.~.::~,~~.:;~~s c:c':-·~ 
displaces .. oil already ·co:c.tracted.for._ by: the ,elec.t:ie "util.ity-,.~__ ~._ 

.' ,'..,' ••• 1, ........ --:>-~ ....... ...., ....... ·0_'. _ ..... k.,.ow',,..J _t._ ......... ' _"~'..; .... 1""..; _'""'0/100,_ ....... ..:. .... _ ... ..J ............. -'v-' f.:t, ... 

ce::tainly tne.,case."in .. this ..:pro.ceedinq.,.and.,qene::ally ~~the ._case , .. in .... :~._. 
• . ...... - -~-"'''.'''''''''''''' -,- .... -•.•• " .•. "' .... , ..... ,/_'''""*.J _, ~ .,. .. .-<' ... ' ,.1 .... , .... ~ ..... ~ ..... -..1..;..)"",,_ J ....... _~~A..J',., .. _ ...... ' 

this era of perceived diminishing gas supply. Excess £uel"loil_, ..... ".:~_. 
, ...... ~- ..:.. .... ' ... -'" .-.! ..... -' - ~ .. 

~..as been~theprevailing . theme,. of .elect::ic ... utility ... fuel ,cos.t 
.,-_ .... -. - . ..,;--- .... " - ... , ...... " -'.)- •. ¥ __ .-I_ .•. ___ ' .• .." ""'V "-'.) ..... -...') __ :WI_r:: '.,.'f\-

proceedinq s _ since. the· ,.inception. ,of ~ the. E.neJ:9:£ Cost 4A.d,iustment . ..:. . __ ... . 
--- ..... '" _" ... , •• ~ .~ ",' •• J ..... "':_.-...1"-' .. ... ,.:.0", .. , ....... ","'" -",;',*,_-, __ '-' _ _ .• _....J..,;< ... • ~~ . ...;-t ... ' .... I..:. __ ~. __ ... , 

Cla~~~::\.(~~~~\~.~ -:IIl.· ~il~~,:,C~s.~~-:: ~~e ."':s..l?C>,~:;:n~::.Js~t~50~~S~·~~,~ SS::~~z:~~:r:~~ 
!'O.easu;~;;()f .... t?e..:v~~u~,;.C)~':t~~o~i~:- ~~-:~~~~~~~,n3~~~s.,,: ~o5~:.~~~~~ ~~S~ ;;;:;':,:) 
the.,~.:;~~,::~'J?e ~o.~~<~?~;l.y.=~I?~l~~e~~~~~l~~.e~:.~~:o~S~~·~.;:~h~/~.;:;;:.~~~.bt~: 
a si:nple~calculation~,of_ the:.,economics o.ofJ~u~ninq _qas, 01". o:il., . 

• ..... ' .... -'"O-L_".~ •• _ .... - ... _ ....... 60. "'.!"'_6,.I ~" .... __ ................ : .• ~~_ ... '1IvI •• t, ••• ..,,'.:. .,;,1 •• ..; ..... ~ •• ...J ';:' ... ",!,,:::, '.:)11-

...This point is"illustrated ..... as_fo·llows~. Assume-,that the 
......... , ..... '"'" .. • ....... , ..... '_. .,.. -, kA .... --' __ ... __ .... 1 .... .' ... _}.. < ~ .... _'. ~...- V ... ;j,.C·,.J". __ .• ~.;...i' _ o-I"';\...'~:' 

fuel oil.cost.6.0.cents per_therm .. and"natural qas.is~ayailable fo::" .. .:. .. 
• ,- .......... ' - .... - '-.~ .. _'" ,'- -'~""~"" -'~"-''-''_I,,'.' ... t .... .J ............ _' ..... _ •• ~. wl..,J ..... '_·..;., O.J-'I..;iW"",~·~. 

50 c:~~~.:p~;-:~~~~ ... ,.:<,!If. .. ,~h~.":~~~~_~~~k~~:~~~C~c~f;::o~~~~~ 4~~S~7~~' :.:.~ 
then .. burnin<; .. c;as. costs 50 cen;ts_plus_1S cents-,lost. on the sale of _ 

....... v ......... '." ............ _, ..... ~ •• .- ~.j~ ... _ ............ ' • ___ '''',:,+.~_. _._~..., .. ,_,t.".. ..... , ..... ;_ ~)~, ...... ..,.:..'-"_·,.,;"O'"wJ.:-:~ .... )-::. 
the £uel .. oil, .. yielding .. a~netHcost.,of _65· .... cents .•. ,. In.,tbis, case..;tbe ... __ 

.... '-.,,_ ..... -.~, .... ,~- ,"",- '" _.'_ .... _ .... :...-- .. ".--~, .... - --." .• ~. ',..'~ ...... ~ .• ~., .t.;..,.J ......... ,.~.0,., ....... _:;; ...... )-.1_" .... _ 

economics_ favor._ burning .. the~oil,,·even._tbou9b_the contract .... price 
- , •• ' -"~ •••. '.... • ... .. .I, ...... _ ...... \ .......... _ '_' .... , _:..~." '..I ,0., ....! ... ~ :1 .......... ,,,..,,...,~ '-':.... __ .. __ .~ ~.}-"~..,,·,::,.·..:.'w,·/o I~~ 

is higher. . .;.'::-.-.::: ~.~'.::< c.:" "';.':'':'::'0 ::,:. ;:',,::,':.0:':;':;:/8"::; ';'C 'f::'.":'. ;':'~>:i;'::::::: 
: .... :" :.':'': ~'!l~, .. sl:'?~ m~;-~~t~.~e~~9~,:,~s,:)~E~ ~~ly.:;,;t:~S~o~..: ~~a~o~dapts 

to the opposite~.situatiotL- recogniziDg ~hat .. qas,..;may, be ... reason~bly~ .. 
• .. ........ '" -' -. '- •..• _ ........ '- '.' ....... ~ ... ~., ~.' (.~ ...... ,.~-' n· ....... /'_ ...... Ii ...J .... _J '''''·v __ ,J'.I..., '.".;.., 

purchased when the,.cost(".of~:the-,9as, .. exc~eds .. the ... con1:~act price_of _ 
.. ,... .• ~'. " -_ ... " - ..... ' ... ' ~ T - •. , .. ' ._ •• '. • ... ",'''' ~.. ._, • ~~ -,' .,.,l. .......... ,.,.,.: ........ !.... 'H • .h,...... _ f.; L~~) '':'' 'wi\.... _-J ",' "::'- 0 ..... 

oil, . ~~.e~~ te.~ ~P?t,,:~~~k~~:P5~~~(.,?;;.:~i;:.;~?5c~:~s;~z:~e ~8,~~"!~~~g~~ .. ;;;::~;:: 
This ,poillt. is~ illustrateO. .. ;as", follows; . ~ As.surne that ... th~' <:on:tra~ , . 

.... ,," ,,, .--' ...... ,~ .... ~-........ ~ .. -.,_ •• _ ........ '':''~' <~'~ ................... ' ... '# ~· .. ~_.,) ..... _" ......... '.....J.!-,t ;.,.~: __ ".,;'..J~ ...... ·..;..'r.J .. ~ .... ,~ ~):>.,.;,.":!..c 

price of_oil_is.45 cents .. per ther:n an<i:the~cost of ga"s is 5,0 cents. ~ 
#\_ ••• ~' ,\-._., ...... ' .~-'- .,~._\, .. ';., ._ '_1 ........... Mo ..... ·.: .. L~·._· .. r'-#' ............ l.:. w .. ,,· <t:_';"'J2,,~:..:~~:) ...... :';~~-h' :~.~~\:~ ''';:;.,:: 

per therm. If the spot market price of oil is 60 cents per therm, . 
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then :·~urr.in9 :"qas ;eosts,0s'o '':'c:ents =le'ss'1S::Jcents :g~ined 0frotr:=the sale 
< - \, .~ -. ,- " .'. - ..... ""'r : .... , .... - ( .. _ .. ...... ....... _... ~ '" .. ....." ,- ~ .... .....~ ~ ...... " ...(. I'· --_ -. , .. " ~... -,,.: _ ";,. .-

of fuel-o'il;yieJ.:'dinq -a; net "cost "of:"3)5 cents'.' ;'''In th:i:s-'ca:se~·the"~ --' 
economies ':'f~';;dr ~b,;r2in9 the- ~:qas;: ;:even:i:,thouqb::::the ::"cost';: is''''hl:gher ;~:, ;':".~ 

~". ',.' " ", ...... ,.--:r-l '""; .. '~ .... - •• - ~,. .. ; :",.. .. .-:r " ...... _~,:. "'r-':~ ... ;.. •• ,--,....:'-"",. ,··,- .... .,.,.c ,-.. ~·~-'"->-".'r.'.:. .. ·· than 'tbe 'contract'-pr1ee "'of 0:1:1:' .' .. '" _.- ~- - .... '.:, ~ ;:..". * ... ' -"'- " -. ,~,,;,, ~ ;;;I.:. ~ '4~ ~-,,:,,' 

We also find this quideline usefuJ:cbeeause";:i::t:::±sci one:,c';.;;:; 
step 'proc'~dure', ~ tio't d'ependir.-q ~:'on'>~cert:ai::n as'swnptions re9arding 

....... :.. .... _ .• -., .. ...,. __ .• -. ....... , "')~""'" ..... : _~ .......... :,", ........... __ ..... """~ .... ~ ..... __ <_~, ~ .... ~,} ... ,_,_f"_.~, .. ' ....... 

the contract "price -0:: "oil -or the,-e'osts~o'f ~d:tsplac'ement .. -wWe~'~)..J,;,,-~··;,.>--" 
~ -, ~.~-~ ".:~ .. _ .. '" ~-':"-'\"'" ': ... -.,~ ............ ;") te, .... ,.·"" ...... · ... '" ............... ...,.:.. ', ..... r;':- _~~., .... ~ .. ·.10_", \ 

e:np'has1ze 'tbat' 'this ·1's -oril~("a "qu'ideIir.e -that"estacJ:i:shes"a rebuttabJ::e 
p:esumpt£on::':'~ :: ~;~,':;:':::;: . '.::-:::::::":.: :;.;':' :,_,,: .:::; :~::,::~,;::.;" ;) ':"l':: "<Y:s'c: ::0 ::'-::::::. ~;.:: :-:::. 

-':we:~h~ve ~~re.fi~d :-on ::the':;a:ej'us12ee::Platt:t:s linf'Orma-t:±6n::'·:<."': :.. .,:"..:; 

furr.iShed''i)y;staff::fo~ rat~{\iesfgn::purposes;:-:,:we::fitld~a:':stron9'Y-:)0':1.::-
~''''''T _r_,..,.,..'".t" ' ,_~,-~' .. -r"",-., ..... _", .... _~" .... __ ',,","'_. ,"..!"" ..... _._ .... ~ -.- .... ~~ ,~11",...\_, ,.~,.,- ... 

correlation between -the -rate·"des'iqr. .;.JPllrpose .... and .... the-diseretionary;:..·~".J 
'-, .... ...., •• '" '., ~ .~\ "",-' • -<, ,,",," ... ,. _ .... ,!':. - ..... ' ,:- .... "... \ .. r ... :, . ....., ",O'''' . __ • ,--n ..... • ..... :;..~ _f_',< --' > ........ ' 

gas test a<iopted -ie,·this "dec:i:sfon: -In -both.i cases"'we' are'" seek':i:ng'" !_,.',,, 

to "eet:e~1r!e':the' economics'~'Of,;::POs~'ib:r:e.:f:uel '{swxtching:: ')Theref6re~:-::: 
~ .. ,,~. -~-.. , -,~"'" ........ , _ __ "r,·'.' ...... , ..... , .• r",'n .. "'1 ...... _.-..-..". ,",," -- ': .. -, ... -\,. ....... !"'" ... , r --- ~- ,..r,.... ""', t'" 

we fine. that tne'sa..'ne"c.ata-snouJ:d-be·lJ.see-for-both-the'se-porpos:es -:: ~ 
. ~-.... .-+ ~- _ ....-, .0'. r __ .,_., ....... ' ......... :~ • • "" .. , ... _ ~ _ ....... ", ", .' "'. ~.< ............ __ • ~ J'"'-

,- -'SoCa'l--'and some'"'otl'iers'/have''>cr:i:t:i:cized staff's"use o,f 
~~ --.• :~. __ .. .-.' .' ,. .' ....-,.. -'" .': r • .' .~' _, ,. - ...... '"...., ",.., ..... ...... ......... ,,' ,,'..... .... ,"\...... .",.,i- ...." _ ."'" ~ ....... ,... _ ,. '.,.... ,... _. ~ 

adjusted Platt't's-'eata'on the-qround ..... that·-they tend;;Jto,"overstate -'-'--
'--, ... ""'. ;:.~..,l ., .. ," ....... -:.. .... "~t'-""'''' ...... -....... ~ .. - .......... -.-.., ,.,,..." .... :": .. - ~ .. ,-' .... • '"r-- .', ..... ,- .. ' ...... ~'::' 

oil 'prices; Staff"'s ~,tow-silJ;fllr' adj'Ustlnent"has-been-part±eularly- '.',-
~, '",". ·"4 .... ' -" -'- ... ~, ,-'\ ..... ~ -,., ....... , ,...!" ", ,e ,.,.... .... " ...... - ,' .. :; '. _.'". ,... f'~-- ..... ~ ... ~ ~~ ....... ~ _." ...,'~ 

controversial: . 'We"' recoqnize imperfections :Ln staff' s~'met:hod .... and~·..:)·, ~ 
.. ,-:".," .~ ...". ..... ~'-"'~""r ..... ..". -'-~.·'-':-:'::'I : .......... ~ .. , ....... \ -,,_ .... _I"¥;..t' r" . . ~"'. ,. ~r ('.,"::';. .,,~ ...... 

inv,i te ~ ref ine."'nent s -: ~- We'~ are - part 1cu.lar Xy" concerned- that' i t ~te:nds -'," .... 
to overstate:ipr1ees d~i~g;;s~ft:-:market,:,conditions-::w'henopo,steo.,;;;:o::c:J'~.' 
prices may be discounted in oreer to sell the oil. .-:::;,":;~'':.'''; .:.,:; 

.......... ,.'0,' .......... ;'.' ... "'1'_,""',._£" ....... ~ .. '-_( "":-.I.~,, ,:" _"~ .' ......... p-_ .... ~ •• " ............. _" •• , ':,.... 

. " -- -Por "'this'" reason -we have" terio:ed -'to'" pr tee gas'" wit h reference 
to·:the·~io~-end::: (or'·~cei:ow:+2he lo·;;::end'F'3·i staff;;"s':':pr;ice=range~ ,)::~ .,?.:" 

For plirpOses of':this:qUldei~ne:lthe'~h~9h:-::end.oo{~the~-staf'f~I:·$. p'r"iee':)-;::':'~: 
.......................... "" ... \~ ... ·l .... :·-~· .. "\·:....r,t"":.-, ..... I~ • ••• - ": .. ,-, ,.---1·' ..... _ ... ".. .. .,t·,·_· ..... r---" •. -~ .. _Io .•• ,. ... , '",,-. 

range' is"extreme: -AnY·Qas--cost-'exc'eed1nq'-~the'·hi9h" e'nd of'" sta'ff I s~_\..' 
-~ ...... ~-'""'--, ......... \ ,-~".,~- _ .. """" ....... ,' .......... , "',,:':' ...... ~ .. _ ,. r~":\. ,,_, .~. ::"" .... _ ...... __ ..... ~~ .• ',.. ~ ,_ •• ___ .... , . .., #- t_ .-t'f""ot 

p:ice v :ar:.ge~requires" a conv1ncinq'\'showinq",/by .Jthe"" qa:s"''tlttlitY'''t'hat;'·· ~ 
the:~a; ~~s:'ne~ess~ry;-to~pr~vid'eh:s'ervice-:beyond·:tp-'S;"custoIn:ersq ()~'::-:q 

, o_~ -: '. ,.-::- <c: ," .. ::-: ':: ,:1-:-:::;1:) ~,,~ : ..... ..: .: ..: 0 .::::" f':",~,,,,:::, ':.:. =- ~:);/:: ,!j.''''': .:" .~q'~::! ~):::: ::: ~ ;r:-:s-:i .: ~ i':;c:, 

• 

• 

• 

• 



• 

• 

• 
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'. , •. _' •• _ .' ,_' ,'.~' ,t'" ...... 'l' ..... ' ..... "·r'I'''''' -, .. ~, ..... , r'OIi_ ~o('~ ... " ...... (",,",,,, .. ",.f""" 
" ,'l'UR.~ cl.:l i:ns that SoCal I 5- NW purchas"e cos"t" ~e'iee-e'cts the 

.:\dj \,lsted .'?i~tt::t s'~:pii~e"~ ~'T'cii~:' ii-~istgked. ~""~fie Ld6;~t-:':of~·~ia~?~";.O:2 
during 'tlli~'~~'~iOd did"n~t""; ~*~e~o.~' ~h~'~'hi~h:;::'~~irid~'o! ~,"'t:a:ii;s ~'r·l.C'e: ;-cr-;:: 
range .... ;" .. -·~· :.', :-:": ::.' ,,::."': ... -;': ::",-: ... ::.~:/: ::::. :;::',07)-''';:,:' ::.>::;,::.':C:Glf: ::;'!-::O',; ~~c';? 

~'~~"::' ,: ...... :. e , ..... , =.~: ~~"~ .... ~ ':'., ',~':""..::.....:.r'~",:~", ;~,"_ .. /:~ ~);~."" ,~'.i~."'~·""··i-","!""' .. ;' j.,";'"!' 7.,-.-. __ )-'.'\ ,~_ ...... ~,...... _ 

Over t1me one ''''ould expect that "use of --the s·ame'-d·a:t·a--"" ";,,0 '-" 
,:.,~.- ~""",:" .::'" ;.~""_::-:,:,,~.,,,,:," ',"·A".I',·' r,'~'- t ........ ,...,·",. -"",....~· .. ,;'Ij· ...... ...."".. .... ' .. r: ... _,," _,... ......... t ..... 

for rate- design purposes" and for""the-aIterna:te~'fuel;cost 'guideline' .. - '"->r;,' 

-,c.' _,:,-'1-''"'':;_"' ~.I',"" +Oo'- .. "".~ ....... ~ •• • ",.r." ..... , f.' .... /.-4 ,-..,- ... ; , .... ~, .... ,... ~ ... ""t' ,,.,. . ''''-' ,.,~.., -::c~ 

will cause the retal1- rate 'g·(lio.elin·e·-and~'the"'alt'el:'n:at'e'''fuel::''cos''t· 
..... : "~'~',:'~' .. ,:.--:'~~': ,.~':"' .... :. (:~'/"~':..., ~ .. "~.,~ .. t-r.;'t.';::":~' '-\-'--'. ""'.~~ •. ,-~ .. ' .... :"'(-.. '.,....,("-).-~,.r- ..... ',,-.ino, 

gU1dellne to merge,. as the system average~ cost"'of -gas''''approaches 
:... ,,:. ''"' ,:",~ .. ' .,' '<'~ ." _." ~ :...' ::-. c ' ::: ~~".". ... '..J:;: ..• ..,.. \" ,. ('; ;-, ,...., ....... ," I· "'''' ",,' r \...... I~"", , ,..... ,., - I' .. " I" ;:., - J - _ .. .. 

-the cost of alternate fuel-.' . "In- a- eomp'aniori"case deerd'e'd ~"th:is~-'"''''::''"("''''' 
-, •• _ ....... ".... -.. ~.. ." '-< '. ,"' "\ I ., '" ._, ,', '. ", R' _ , ~ 

sa:n'e day' Tri'SoCa]>·s-"A"~60a'6'7··' we til{d~that: this YconO:~t£8n-::Jfi'as~::: -':;:JC~ 'J.-:: 

occuri(i'ci",:: ah~·:~~:t? i :P:s.:iat'~": at' 'th~:"'l'evel-:of::the':'eoS'tC:of'J'~I:t~na'te ~:.. 
fuel ~;.-. 'Th~;-'":th'~ r~t:a:i1? r'ate': is~'rein'st'ated;: as')the'~'g~'ide~:(;n~':far' ':.':.::'o~ 

" • " 'i~ ','\ ' ,- -•• " ',' .-,.~ ::, ,.~, .,''';'-' .,....... '- , " •• , "'" .~). .. ". ., -, ... 

. 'discre'ti'onary 'gas" purchases .-., The"burden'''of -p"t'oV'ing-' the:~ reason- -.:: ::q.,';, 

ablen:~s:~~ of: :'purchaSe"s:;;-a t:,; 'a": ;h'iqner pr;iee:: i~: onoSoCaJ!::P~'The:~ 0:';;' ,::::::::::' 
'-"'J -," ....... /.,._ .• H't' '" ~t I _ .. '"" ? ,_;I"~ ...... • _, 'r .... /'" •• _ ;"_" . II< ", .... • 

preCed'lng ·d·l:Seu's:s10n .... ·addresses~'that:"Sort"oF- show:cng:'that01'S~ ~,~'.:';:'~ :.::.:.: 
necessarv :'to",:sus-ta'i1i.;-:that:' b;;irden:.o ::. ~1-:..:~:.,b0;;:;::! ~;-::: ':x: 0::: :;;o~::";.~:: - . 

However, as the burden of proof res'ts::"wlth2SoCal'", the:;j':~~,-: 

alte'rn'a:te'-fUe:l ·qufdel':i.:ne~'l:S'::On~li'one=:s'tep ,In?·the·,:overall0 e"valuation 
'of~:the'"~u€fli:ty'l s' ~9'aS:p'roeur·em.en:t: ,g.t:ra'teg;y~7.~:' Bo,thLs:ta~f coutise~::':~Ild~;J 

. "-i'01i.~ "'argue' :: tl'i'a't SoCa:f'~s" NW: :pu:r~eh'aseswe r:e.:: unr:ea:sonab·le;::. ;rega,rd'le ss:: Q::, 

of alternate fuel priees • 

_. -3~-
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• 
.. :r,he _rr.aj~r point .tha~ ~oth of. t:t"leseparties make is that 
, .. ' ., ........ '.,., ... :.'~:.. _ ..,:;c..) '",'." .. ,.",'"':.:':' :::..; __ ~ /t,.'~ :;' ..... ~...::c·:: =.C:;'.- .::;,;:~.;': '::l ~~?:~t:' 

storageleve!s should h~ve been a sufficient wa=ni~g to SoCal 
"~ .... / ,.< w-:::'; ';",~V,...l '.~).- .. _ ,,;··:C~;'.-:"':~~":'."7: ~:.:.. ::;"~:_':.." .'J~"~/~~ ,,~.I .. -.,- rc ';:'''\')''~'''''':''';:)t'" 

that i.t. ~.,;as ,,:caking a .,substantial risk that the. h~9P-pr1'"'ced~ NW ~ ,.~, ,,' ." 
_\.-,-~._ '. _ ..... - ... ,.., -"y .';,;'-' .• :~-.... ,~<:: ;j·:'-"~;.':'J~I~:'·' :;0:: .:.::.~..::~) ;"')()~".!i':"l~ ~~:::: ~::~'"1~I::' 

(Jas would displace low-cost El Paso and 'I'ranswestern suppl:ies': . 
.. <:--;":, t- '::. ::-

For purposes ... of this .. argument ... th~_ a,!~ila'b,ility of PG-&E best-effo'rts 
>~ ,_ '_,J "_, ,." ..... -.., .... I ... ~ .... '".. .' .......... ., ............ ,,<, ... / •• .,f C,: .... ·,..:.' ;).-):0"'1"; ~,~o ~);'~:~'.: ::!·I\,.:l 

gas in Aprll .. i.s ~i~rel.~vant,.,..,s).nc~_:!:h~.,s\l.~,s~i.t~:ti9n of t,hat~ gas, 
"~"" ,~"'"",,'., _ --,._-' ,- .... ....,- ~.""'.l, •. ~,:.¥I_.'.I .,' ...... ... \;,.1 ... • ~.:L ~~~I~O'-:::.~;c: t:.~,!:.:;':.'O ~);;:..~ ;'~::~ 

for ~ .. Qas :.ioule . have ,had ... the same .. impact on storage.··· 
~ ....•. -'" , ..... ' , .,: ... ''''~' .... ~ ......... ~_ .... '.~ .. ".;~"J ~,};,.:..;...~.~.,j...,~::\ ~~}::;;~.... '"i...J"' t""")'" ;>/""II~ r· .. "··.,"'"', -,. ~,., 

'. ~Thematerial"facts"'a=e. sUTI".marized, above and 'contai"ned .... fri .. 
- •• ' .•..•• ,~.~ ........... '.: ",,_.' _ •• , ........ ' ·n .. ~" •• ,_~_, .. ",'- ;::':..~:."'.<:- ~.~~~>: ::':'c \·:'2~.,~.';:: O~ ~:4~;":'~:'~:~:'c-:,.\ 

Appendixes .A·.and .. S., _.we_haye~no,_e~ubt :that, ifc.. S~C,al haC. :.ollowed"' 
~." ~.... Ii.' ... __ '-J ~.I "_ '.' J..... .... , • ~ .......... ' '.', ..... ~...... "'__ :-:... . ' " , ...... ' ....... ~ ........ , ... ,.'.' -·0 ........ c -, .. --~ ~' ..... 

the coursedescribed~by" s~aff ,coun.sel.<:ruW:':S: s~-~;:nd .. :;c:enari;)., "'that 
..... y" , ,,..,-~~ ... > ...... ' ............. - ~ .• , .......... •• 10,,- .... ',,,.. ........ ~.-'o/\ '\ \:'(; ••• 1(' • ,'", I,,,, ~:J~'O·:: r:.;; \"'(.~,) ~';;:i:a~~·~ 

it.owould .. ha:ve,.beet:..-aeting~\reas~nably- ... We_ a.re .. not .. eertain. that 
" - .... .- .,. .... '.~'''''- .......... '~- ............ , ... l ............. ~ . .'_' ........ C-'''-,,< ~..J ;::;. .. ,:; ~:-~,I~ ,:.)~.):~::...:-:)::c· 

SoCal would~hav:e ,beeXl.acting_reas.onably in~ F:ebrua.:'y:,Mar~h,. ..... and, ' 
.... _,_..l,,"- _ _ ~._ ".'" , ..... ' ... "'_._1.. .......... _"... \.,;.,. ~/ ..... , ..• _ .. ...;... .... 1 .... "..,· ... ;. .~) .. :.:; ,_! • .i::,~ ...... s ... ;:,;: 

April-if. -:it·; ~~::" f?,l_l~:1.~.~~~'\':~;:~:.f}(~~.~ sc.~!:~::.:,~:S"::::../I<?:~,,?ve6~r.~: /~;~~\~::)~y 
T'C'R.~, the consequence,:;-of,. those" actions_. WOUld ... have, .beeon the same ,. 

as if the second::scen~ri;~ ~d·_b~~~_.~~~~~~ci_ :,~T;~:~;li~~~i~~~;~~~~'~C~ • 
_ .... - ~ - ni ... ~_ • ..,. ......... ,...J 1,-> ..... _ ....... ,. _ ... _,-'~ .J~ .......... _ .... -.J-..J"'- ..... ~ :.:'~ ..... _·, ..... l .. )~_J-=~_. 

turns out to be the scbeduling of og,)~.3?~~ <J:~_~':~~~':':.;:?.O~:'"t':~~.:,::;;::(':; .. ); 
:elative vol'Omes,--:of,.,;each_~ ··oc"'~' :".~ -":') .... 'r.~: ,',": .. "'0" ."-".,,,-'~ 

, ......,A _ ... ; ... , .... ~ ..... """' .. ~... .~ .... ,-, ...... ~. , ........ '" .) J, ~)1-.. 

~ _ .. ::, .:, ·:We.:are,.'.convincec. :,!::h~t·,t.hc,/ actio:ns..~taker_ .oy :SoCa~ .. we;t:e ... ' . 
... I _ _ -.. ~ • '- _ '... ." •• _ .... '-' ... _ L ~.: _ .. , ...... ~. -'.; ;'.1. J. .... '.J _ ........ ':.. 

ur.reasonable.. :~ SoCal;:' ,o.ff ered.:·l:o,·, ·c.onv-i.ncing, ...rational e .why;-ope~a tioXlal 
... . c>- .. _, _ __ ',. _ .. wi _ '"" ....... ~~ _ .... ' .. ' _ )~ _ .;.. ~ .. J'; _J .. .:.. ..........,1 

cons icier a:t'~ons2' :....ould ~~use:. i:t~ ·,:to :C.o:n4u..c:t _ (~'t;:;~ b~s.:.~-e~¥ :~r;: :t1t.~~ ::~~~~~n. 



• 

• 

• 
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SOCal claims that the results were unforeseeable~ This 

contention is without merit. 

In the f,irst. place we find that SoCal assumed a 
",,:, .. ->,.,: ,~:/~ c:.;~= =;:.-/~.:;.~ ::::'.: :.:~~~-: :.~~ ::; : .. ":::~.~,j ;:::~;z,;.,~ _:':;08 

substantial risk. when it en.tered.the summer months with storage 
:":'.: .: -;: ~~, '.,' 1'":':- c = .: ::".:1 :.: "':«;,,:,..; ,::~ :,:,,~.~ -: ~),:- ,);"::; -:.0 :.: :":::~.) =- :- :2iC ''::<~~.5!":::; -:-:-:1 " :.;..; .~ 

effectively 'full. Appar.entlY.it was c'ounting on the, electric , . 
. :' ,:,,:.,:: :'; ·~\c,.,.: :;:: .~'. -::.~ "'): . .:.:~ ::~":~!.. " .. ~:.)'?,~ ~:~,"'~ :; .. -"~. .:.)~:,::';' ~2.1;':() -:, ~.)\' ~.~>;', ;,:) ,;...,;:O~": ;::,'':;:: :,;::; ",:~i~ 

utilities to salvaqe the situation~ _ i1'.e . find no· .reason. why :the . 
• ,"~;-: ,: .:: :':):':J :~: I --. !:'.j.:),::. :.: 0 ~~ c; '.}:: .~, _;:".;:,::(~:,:,,: .s':)":: 0.-;.~ :: .. :: C·~·-::;.J:.!-

ratepayers should.share in.that, risk. 
,:~wo: ~~~~ ~~WQ!_~~ ~:~ _~~O~ =~ .~~c ~~~:oc Z~~~ ~A 

_ .:";: ~~~a~ :~.,7:;~:~~,.:?n.:::~:~:%e~?';:<:~s~~~;5.e~~~e'7:~);1F:r., L2o~.::,~:. ':,'::':',::: 
concept .of probability., While it .is not foreseeable ,:that any 

.. _: .... .:, .. ~:" ... ~() ,~ :-:1 '::' ........ c'::' ~ ',:-':;.---::": ~'~,;;r..:. :)\" ':", ~~, :: :::.0-: :: ~::~ ~ .;.. :..~::: ~:) -:. ;:: "'! '':~'( l:\'~ ':.l =- :.~ ~ 

pa:-ticular winter wil,l oe warm, it is ,certai,n tha:t occasional winters 
.: ... ~. ">.\' _~ -:':.}I:'~;:-.~.~_": -::_"_~ .:-,:," '~<)..: \."":',:~:~ :':~'~!,:)':"'l.::J~:)--:' '):: ... : ."':_-)"':":=I',",!~j ;;:..!:'!.= ;:::'·2)-:'O .. ~;;...: 

will be, warm~ leading to the availability- of exce,55 gas. This, 
.. -:.~ ",/'': c.:: ;'~',':":;.,,:,, _..: ~ ~ :' ~~". -: ::)~·5 .... II c '~r~: -::: -::.J::"::,·,,,·c)-..;...-.~:' \ ~>~.~:.; "J...':O ~·::,or;: 0:: ;;)0~ ~:J<It~. $i: 

condition is no~ .,~~~l:~~7;~e:~a~:~~ . .:,;~~~ w...~:Jc~ore.s:.~~~.t~::~ ~.~::W~:Sl l?~:~:~~:tf;~: 
foreseen by So~ar. . . _.. , ." 

.. -:. _.,'f'· :.: .. :.":' .. ,', /. '':,:~ '.~,.:~.:.~ ~_:_:,;..". :>-:._"C: ~:~ t _'c"Jo.3 :: :..:.:::: '.:;~.;: ~~~~O:"l ~7,t·~" ;~;;:i'7: 

The. l~tter from Lepape to Porter attached to S~Cal" s 
,..~ :: _' ~~ ., • ~ ':,1 ..... ~ .... • ~:."': c' .::, :~ ~:. ~ (I;;:''::'' ,:,:;~ :..:):;~ ... ' ;',:':-: c.:,:" = ~;. '":' St~ CI ~~l:> :)~)::: .i:.C ~),:",~ r~ .. ~ 0;::; i'~"~!' ~ ~'~?:: 

reply bri~£ (o~jected to by staff eounsel) 'states this clearly: . 
*." '_ ,J ~ ~~ \ ~ ~ ~J,,~' :'.~ :~~.,,:,:'., ~ .. !..<"': .:,...: ::: ~.>:: :~:.h:7 0:: . .:\_~'"! ':.\ ~l<; -::, ",,"(; .:.J~~)': ~ OC c .: . .r~~ ~,,,:~ .:: ,oj ~:.: ~:,;"~ :) -:..:.: C"' 

:" ·~I.t, is pC?s.~ib:le. _ ~ux: t~.t~:_)na::r;~e::. _Pf..,,:~ .. p,:t'ud~~~~. "' - 0" ," ..• '"' _" ,","" .". ' . 
. .,. ·opera"tion -of' our storage ~±e'.l.dS'mgnt· 'make ~-.;... ........ _,..:. ........) -.'" 

it impossible for .usl:;to::a~.cep~::f~r :a).::br.i~f~..:';,:,:),:;,:::~;:;·'::.·~\:::o 
period all of the gas you might offer us -
under the present arranqement during 
extremely hot weather without cutting back 
on takes from one or more of our existing 
supplies." 

If this prospect was foreseeable to tepape in 1978, it 

should have seemed even more likely in 1980 when gas supply 

conditions appeared more favorable. Socal has shown that the 

winter of 1979-1980 was "extremely" warm. What went wrong'? 
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'. ~, ,,,,~,,,, .. ,,: r,o, ...... .-.":.. _;,'._"'_ :.',_~~~ ,'''t·, " .", __ ," 'f' __ .r-.::""", ,.:-.-, ,.~",:~, .,-

SOCarcla:C.~s ~tnat ~ff' ~ i t' nao.not· -bouqllt -t15e -NW gas, 
. _ ......... ,-'~. -'~.." .. ~ ....... ' .. , . ..o...r,....,..., -,-' .... ~' ... ,~~ •• , ".",,:..,. ;..."t-~ .... ·,-\- ..... r'\ ...l.:- ,_"..,~ .... ;"\,. ..... I",~· .. ..f_, .. ·~,...'i ... ·.:··, 

its "pur'enase 'pa"tbiin ''{or ~t1ie'--perfod ~suosequerit "t6'Athe-sprinq"-~ "~-'-
purchas~i ~""o'"'u:1"d' ;;:'~:;e ·-:ie.i~·'r:xied::;J'n6ri'a'~gid :{,,~:: 'Tl{fs-:'~~rq~Jti€ d~i'; i6i' ~; '::: 

:';-:":- .. : ..... ~,,- ""':":: ~~ _>::<:' C"~ :,~-:.::: ".} ~.4: .. :-::1:)"::'· ~:.:..: :;' ~:; ');:"::: '~:I :);'::'I~/ .::': ~~ o~ ;.~ ~:''':.:'" .;: ~ :. ~;.,: 
support the reasonableness of SoCal's actions . 

.. ,r, •. ,._ ...... ,.,..r_ ..,~ 0'-.,,..,,.."_ .'~ "-,,~~_.", _-,. ...... _' ~ .. (_~_"'...I..,-'._ 

As T'C&.~ points out, if "S'oCal "nad ·':to,i'l·owe'o. -thfs~''"cou£s'e''~-,'- .,'-
there w~~li 1k.;:g -~i~ri<'~Xi~~ediaig':~iu"'oit~'~ii~f;:15iri:~f-i £~igi its 

... -..~ -- -,'.4 " ;·"..·_\\ .... r"' •. ·,~ ...... I': .. ""-,_ ......... !" .. ~-I .. I",,·r ... t\' ","'r-;"i ... "";(~t".,:,.."..,_ ~.~ _._..--,_ .... _,_\ 

:atepavers" resu1tinq'from'-t:he "avoideo.' unt!e'reoll"ect£'on:- -SoCa'l .. ';,- ..1"._ 

ig~;i~~ 'i}ii;ei~:c~~iy: ';ii~i~d'£~ed:-se{vY2'e:io, Sp:':s~ ~;J.i£t:5;n~£i:'~~J.i~~':: 
have leo.-'~~ mor~ ciii:,j:~~e:~caii6';frig"':1iJ:i~'~ef~:hiic::~ii:ef£ief::€~: ti;rrJ'::;": 
mo=e'~<;a~s" iri""th~: s~er'~·.'-:':S·oCai; i.gno'i~~·~~::'lii:~·-;;gJti\j~fy~c:: :':;1: ~O~::- .:~:::-:) 

. ·c~08 vd ~S020~O~ 
Thus we conclude that Socal's purchases o~ NW gas were 

' ..... ~ .:'_,:- .:':. ::-~' :-: .:~ -: ~ ::I~ : .. :', 7..(.) =~ t):::' <: ~ ',)C' !.:f~'-:'~· : ~~o '": -: -: ~~t:''-: ~:_~.. '-J~-:':' 
not reasonable based on operational cons"iderations. Unless sllch 

: ': .:: - :. ~.~~,..~ -:. '; .... ;: :- ';', ". :' .-:.,~~ ,. ~ ~ .. : ,~ .. , :.~:::;,.: .~~ ::::. ~~:,: :.~ ~'/c. C ~ :>' .. ~\:: ?!-:) ': c;.-:>:~ ::~~1 ..: -::! 'OJ ~ 0'~)-; 
purchases are supported by some nonoperational rationale; ~hey- -
were unreasonabl:~:.~~'~d~'oig\Je='~i:i~~ei;;€h~:·,:~~;i:~~ )ff{.S5ca1 ' s • .. • . ~.,.J I ......... ;' _ • ,. ___ ..... ' .... _ --'" I,,~ ~ __ ,.'.... w. ...... ...., _,.; • ~ __ "oJ _ ..... __ .:.. ., 

other j ustif icat!ons:.:for :t1:ies:e~(·pu:rcb'a:se:s:. -::'0::' ~)':c ,l;;': 2.oq.:-:::' :::.. 
~~ ~~~~o ::~~~~ ~oy C~~ ~~:: ~o liz ~o~~o~ 

?~~~~~ =~0~j?~Z~~E =~~2~~~ ~~~ .~~~~~ 
i=~~ ~~~=~;;~ =~O~=~~ ~~~=5a~ =o~ ~l~~~~:xo 

~:::":.:~ .. ::':.:'J ~::o :-0 ~·}-:.o.~ ~..:> ~):'"!O :':0':::: ~:()?:,;:.= ::0 
" ~ :~~ 'j; ~.q~C;,;';:::: 



~. 

• 

• 
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3. The Cont'ra'ct<Obl)..oat~ion::::.'·" 7.!~':: ::~;::: ::,:;·;-:'::~;;'t',::.; '(:~~~;';' ... -" 

SocaJ. ,.argues..~t~€ ~ it.:'h"'a~: '~a:;q;ii~~~ ':tbr:C;ugh ~:p'~c~f.ic ... _." ... ~ ....... ~ .. _ .......... -.- _ -_ ...... ' ........ _~ ___ ,' ~.),;,._" ... "_'_A.l'.~ 
Interstate a valuable:'supply:of":gas: f·rom: Nw.,,:z-:socaJ,',: state's that this 

":'.,": :~.~',:"> <,:"::'- ,~: .... ~"",~",. ,,,'~.:-.. :~-::: ";.::::-~~r::~ ~~·:')""~-'::1 ... r ' .... ~.-:~ •• ,.;.. .' I 

gas supply has qreaUy. al.de~ SoCal in .mc,e,t:l.ng, l..:ts- .. P~ll.c ... :utl.ll. ty 
• ...., 'w w,' ',... , .... " _ •• '" ,.,.., _~.. ~"""~" ....... _ .) #a, .......... _, ~ ~ _, ... ~ ..... 

responsibility ~::: There'for'e ':SoCa:l :-:aeted .rea;sonabl~ wh~ :::it~a~eepted 
~o~; ~s~~~~~~c ~0 i~.~ ~~~ ~~ ~~_~~~n_ ~d 

gas that it was contractually .. obligated to ~t:ecerve';_~so, :as_not to 
", ... c.- .. ,--·~. ~~ ;c_,.~ __ ~~- ..... ~.'oJ.:: _~=I;II',~~-'~ :~'-l~ .... -,,_~,,_.J ____ ..... __ 

eno.anqer the supply." -' "', .~":":::>~'~I '_'w ~,.'~~o .• _ :r";!):!<;c,. ... ·~."!.:;";':' 
•• - ~ .. , ,-~ - .... - ' ..... -f" "',.' .... ~,,... ...... ~.- ~,.. ,-, ... , ,'." _, ""f" ~,.-.. ..... '""' ,. ............. - ..... '""}...... ~ r _ :-. ~, ... ..... 

Socal~.;,~f~~~,' t~:::'~~e:)~~st.~~~o~,~ -I::~r;o~~~~~d::;.~ the 
contract to support:-:the proposi:tio:C.':that t''heE,N''t1.'::supply.=ha:s been a 

-".'--' ",-. -i-·:"'-l.~-·" .. -r. ... ' ..... ,-~~:...~"'_~ r'''I~('"'t -~""''''':''''''''I''''''' ~.'-_''''''''' ...,. ...... 

val uable supplY_f,or:.:soutoei:%l.Cal:C'f,orni:a::::: ,I,t~:s·t:a'te's~~tbat·:~be N'W' 
~ - .'........ ... .... , .... , -. • -' ., .. " .... ,. • - ......... "' .. / •• _I • .,.;, .. ' •• 7 "' ..... , ,~~ ;,..,.\ ..4.. .~.I _... _,...'i '.r} 4..1 ... f~ .... ':. 

vol Ulnes augmented -';i ts :decliriinqcsupply,.~,tb.toughcthec:-w;i;llter~o'fl9-77-

1978 and was particulaf.iY~itipo~~~t'~:d1ifiriq_~'d:af,t~r';:t.he:~j~CO'ld" 
- ............. , •. - _.- :., ........ ,., ... ' -- .... -~ ~ .•. - _~ .... __ ' ,:.._ .... '.....J~ •..• T .. Q ... ~~_ ... .) 

winter of 1975;:I979. c.::,::-: ,-:::. ~:.::" ;', :::::" ,';';::, >:~c;,.: ';).":'::':: :::;. :::~O(,:; ;"",. 

As stated above,. pacific':In.te;st.at~'::h~d>:a: ':::'8e-st2efforts 
. - .'_,.-:-:~. :: .. :~_":'::.::J~ .... ::--.-.::-,~; ,,-..I. ,,'« \"r'--..,.",:_, -.,..,.r>",- ... ...,.~~ .. ."i> .. ::~ . ... ;..-. ...!'-" .......... " ... )t'"_ .... , ","~~":i 
obligation to purchase gas from·NW~- SoCa:r's.tates-that"'both·"'parti'es'''' 
intend~::tb.a~:":f~e '~gi~~~': to;-:~e --:'p&::chi~ed;':fr~~olm=~o~id ~bvoiume~G;; 

. ~:' .. ·I:-';:"~:-·~~;"'·'. '.~":~ .~),--: ':;".,"'~ ","_"''', , ........ ,-':"*; ..... ,- ," ...... ~~ ~')-f"'," ............ ~,.~ ... ~ r -"""' ... ,. "r' 

in adc.ition to those which SoCal was receiving from its"'trad:i:'t!on.aJ:'·' 
..... ~ ...... -.' .... ~...,. , .. , ..... " •. , :,vn··~> ... ,.'~~_~, ... ~ '."'% "l-:'~ -:-'f .. '· .... r·.~c .... I'~ ....... _.-:.,._~~:;).. :",.,~..., 

sUJ?Ply- sOUrces~, so"tnattSocal'would"not -'be -reqiiired-to-!'.;cut: back 
.. .. \'_:.._'.' .... ~ • .:: .. :< '~'.'.':::: .. -.:: ...: .... ~ :. ..... -":.,,~-:-:. ''':''.--:,~-j-''':' ""O'~ ~;" "..~~/ ~"''''':l'''(''' ..... 1 ":'::f7: t" .... ... -..~~~ .. - ......... ~ 
on purchases of gas from trad'itionaI sources'·in"order t'o· .... accept.::.qas'" 

,.''''.,.~ .7.-:. .~~ ",": ,":",,~ ,-:-~:r ~. -',~.::-: -",;-:-:~-,-:,. '\\.;,":.~. - '-.' :,".'~' ,- ..... ";') _c ~ ... , ~""'.r·. ":J ,.-.~, ~ .... , ,,...,~/,, ....... ..: __ -1 .... """f" _ _ _-

from NW. SoCal claims that 'because·' it had capac:i:ty'"to-take"'tbe~NW""'" 
... :- .:t~ .... <'::;::.·~I:_ I:-'.;~-:::· ~:.. ;:, .. , .. :::: -,f'·:-·-:',-., "";'-. '~""""'~'~', ."'.".,~" -~-.t··:r'l~,"~-4~l"""("'.·:' ..... ,,.r ... t ..... ' .. ' ..... I,_-.. ',..t' ... ~;. 

gas during this period, Paeific'Interstate' was- obl:i:qatea'·to,"'purcha'se 
the qa~·~'in':: th~ 6~'~r'~~ ::~f ~:i t~: b~~t::'~ffg~ts .. ' ~;:.::-!':' " • ::: -;;::0-;0 ;:; I,;;::: '),";=-

_ .:~'" :'1':' _ ,~:. c', = :"~\ .... ~ -...... -: '~I/· .... .- -.,.- ... /.- '," _ '. -:.~., ... \ .... ~ ...... r:.-,'v..-, .... ',.. ...... '~\_,., " . ..... ~f ~ . .., ... ...t ',"P'~ ..... 1"" ...... ' 

, SoCal',atteinpts to-support this"po·sition"'With:'-'the···l'et:t:er .. '''~ 
-'date6.::: .J\lne::8 ,':1978 ~:iepape; to;,~por.eer :5~:Th:is fe-tter'-;,g; noi:':)o:f.f:~r~d·':: 

~:l e~idence c.uring the proceedinq, ,but is attac-hed to' SeCaJ: ')s.:,::epl~: 
;'rief. ;:'~:Tb~:'~ot~1on ~f:-:t'heoiet;tercfl1a:t:~s~c~f2as's)c~rii is':)~mpellinq'' 

. ., -,'\- --"'~""'" _''''''''':''' __ 1_'·''\ ';,1"'\ - .... \._,..~."'"i .. ".' ...... ,-',{'I-,f-T;..4- .... • .. ~.-. read's as"follows':"'->:'''--- ,., '-' ~ .. '-, ~.)-... -.... ;... -.'-',;-~ .. '" :::.:: G:t,C_2.~.':Jj":-:.:.. ~.c.:::":::).GS''' 

- : .. :,33-
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"It is my understanding we are, :obl:iqa;ted,~unde;:> ... ,::...... . ,;:. 
.o~_'.~ ~,avai.la:Ol~: ,ag;:e.em~I!:t-~~t.n:Xo~-t-o: __ :" -. ~, -
'purchase' 'aJ:l""gaS"o'f£ered "up to 20'0' '"'MMCFD -whi--eho,~. 

'" -.: we:are phys~cally aol.:e: to--re:cei:v:ec;i:o:to,.::,o,uJ::':.::::.',::.:; :: ~~'::.-::,~::: '":::: 
. sys,tem.. ~ thout cutting baCl~ anyo'f the, gas we " 

.' ... 'are-en:titl'ed' to'~receive mide'r other pre .. ..:··;'':;;; ;,:.c:,:-; ': ';:,'::':'" ,._", 

" ~>: 'eX±sting- agreements. ;),:.Thi~s _-means ,:.!W:.e):.w~\JJ.:d' not:.::.:: ~C: .::.:; :,:,O~· : .• ,~ 
,.berequ.ire.d .to cut back on purchases from' , 

", cal:'iforni"a -s'ource's o'r<:fromC.El \Pa:so'':'or'':=:l'o::, :::C,'; ::::' :,.:.-::; ".c",' 

Transwestern in order to 'accept I as avai.J;abl~ I ~I:-:;;; '::::,:-,;:,:,.')~-:,:: 
gas from_Nortbwest. Our ,gas balances irid£cate 

• ~. • I • ~,~ ' •• !... .. .... ~." . ~ ... , ......~ ""'\ ..... ''',..". .. ~. --""'I ~ ... '\ _ ...... 

we ~ shouId-have "'no' probl'em 'a:cce'ptinq aJ:l' -qa-s -~""" ,_,,:, 
~orthwest :.is:;/able to;:~offeJ::.:\us.)~,::-I,t iSjposs,ibl.e c:..~ :;' :,;~ :.:: .... c,\::. 

_.our: ,total_market plus -'prudent oper:ation of 'our 
, 'storaqe'fie'!ds -'::tight'"'1nake "::tt-:irnpos,s±Sle :::for\~us.c.;:':~.,., :,:;.' -::," 
: .: to ',:accept:-;'for::a -::'br::!;e~ :p.eriod::;all;.of 0the .::gas.:: .-;':''7':~:''~., ;'. ':'.-:::, :. 0'/ 

. ,sou .might -.offer us under the present " ,,' 
" 'arrangemen ts -: dtir i'nq '::'eXtreme lj<riot ":weat her =~ :; c: .; .. ~{: :j:::~:.. 2 ':' ': .: 

without cutting back on takes from one .ori?more,?~ .::; -:'~.::-':-:":',: 
,.~ r, .. • ,of our existing s.upplies .. '~ ~ ~ , . 

...... ,_ ... _.- ...... ..} ... , ... ..1 '_fM.n •. ~' .. .:...., ... \.~..:.,L ..... ~' ..... :...'~~:..:.'~·.'-:L \~)"',,!"oc,,:, ~:::')~:::'I~-:;~ ~:'~6 

• 

SoCal_states _,that .. this .document clearly sets forth Pacific Interstate I s 
.,'" - -"" ... -'-"'-"-' '~'-' . .., .... _: ... ~l.iv' .. , -.:... ,,/\,> ":. • r·~" ... ;-::;:,)-== =.: . .c~ f::\\-::}:'::~-:;JO .~:r ::r'l~·.G7!"':.-OC. 

understanding ,.,of ~ i ts",o~ligation_.under . the contract'~, long before-
an~o~~=;e,~'ti;~;d' __ th~ p~;pri·~~y'·~i'Jh~~~:P~~~~~~s~';;= .-'J;;:; :;<'~'~r.'~,-:: • 

.. - '~I_-- .... _ .... ..-.-.---, ....... _ ........ __ ".) ... ,_,,-,- .. ,}-,...:..1_ .... :... .. '" ..... ~ .... __ JO,,:... .0'.':) ...... :::.",:- ?<~o::::- oj :10":'::,:-:;"',.:)1:: ::.;..~ 

,":-..,.' Socal_f~her,"arques that its.N:W purchases were neither 
..... -_./'1., - .,,' _, '_ ,.. _' •. 1 _...:.. _: ... ,)'_1 _ _,.~ __ (:..: ;,.;: -.:...r 0·, .. " .J. oS ...)1:)"':;:' ~ :-:.t...:' 0 ~ ~ 2 ~:):) "::. "c:.~ of .... ~:.. C" c :...~::: 

subject to"ER,i\'s,Order,No. 14 nor inconsistent :with ERA..'s directives • 
..... _.J •• ,1 ",' '"' .. '';'_'_.'~", .... --..1 .~ .,' , •• .: .. ,".."t '":~ (:~._.:) ':;"'10 ...... _.c .. :Q~.:. .• ..::;;.:..O-::,; .';..o-..::.:.~ :::.!:l';:· :;0 ::!!);:JSr .. ''):::::''L~ r:t:) 

It,.states. that ~No ~subsequent events or ,goverr..mental actions have 
' .. '-" .. .' ... ~ '"-0'1 ... ,-' _. 0.... ~a"" - '.) :"".":. , .• '..... _\..:.~: , ......... • .... t: .,,-<.c. ':.,) : .. tC :; !:"!'"" ... :; 2..J"':~ .. :.c .... :) ....... ~·'I:..'O~'::' • '::Z .'""":0 -::: 

indicated~ tha:t;~North:-,es~. ,was ~ aC!-ing_o~l?-er ~~ano:. in complianee. wi1:h 
..•...•• _-' •• - .. \_'-' ",,-'.,--.. ". ___ ~~ -,-_.?'I .... 1 .... ...,;..,. '.', .. " :.,)', -. .. ~- ':"'0"-'-)(; 1(',...- ~~f"_ .. r':> ........ -

the EAA;s orders." ThUS, when..-Pa~ific:-Interstate,~was·-noti£ied-" """,' 
.... ~ _ '':'':,~: .... ~:.' - - ;:; :,!.~ ,'.: .. : -~ =- 0 ~<~.:::: :";0':) '):":;: :-:~;- ~';::<r. ...-~~..:::: 

that ~"Whac., .. v.olume,s~ in.,ex~ess ,. ~f i!-s~.~y~te~ ;-~qui;-~1!Len~.s. p,nd SoCal 
.•. ~ ... , ",' ."...... ", .... - ~ .. ...- --, f', ... ..1_ .... ' ..... '., _)'-.... ' __ ....... _ ..... '..J~, .......... ,.:.. 0 ... , '.~'>IJ C '",!I,j _ _ , .:.. ........ _I_)O,~ 

r.ad ~capacit:y: to, rece,i· .. e the,,..,gas I_ •• E,acific Inter:state-had no. discretion 
..... " ...... - ,;1 ........ ' ........... • __ './\ ,_ ............ ~. _ ~ _... ... • .... ';.,1 .. ' _'..) '.' '_'_ ~ .I!~ • .,J\ .. ~,~I.o.. \ ..... ' " '::; ... \ 1,;" ~ .. ' .... ),..):.., Iowl ':..,:" :.:...,.:,.J 

to t:e~use : ~. -.. ~ .. ~ .- ~~ i:':>:- ~', <::: ;) ' .. ·c";-::" ~'.;' :-:; '.:.;: ~:..;-:., ,::1:: ~ .::., :'.\~) ~c-:.c: ':) .. -: =. !?;."! i:~;: =., ~:;:: ~i> b,.~ '.'.' , ') r..::. 
_,~ _" -",~TSoCal aJ::gues,_ERA",Or,der_.No •.. ),!.4"do~s .. not apply be~a:c;se' :0. .. • -.,J 
....... ----_'-';.' ~,~_ ..... _ \~-..,; _..J,-,_,_' _._J .• )V~ ..., ..... ' ......... _ .. ,~ .... ...,I __ . .. J,l.J ul.V \f...,)_-' ..... ::.~ • ..:..~~ .. _ .. _'..J .... .J. ... " 

"Pacific Interstate is neither an importer of Canad~~~o~~,~::n~: ~;:,c,~,-: 

purchaser of Canadian gas. It is a purchaser of volumes of gas 

which Northwest determines on a best-efforts basis are' exc:ess to 

• 



•• 

• 
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its system 1'S -::needs _ ",;~ ,: SoCal":cJ:a:ims::-:th'at.-:the':-:oIlly :::rel.at:1:on·sb,1p .::.:::ic:~ 0.: 

between' ··tne ~~qas NW ~makes :~ava:i·!ab·I'e ::.to::Pac i:f:i:e ::Inters1:at:e a:nO:;~ '~s ~~ c; ;:. 

Canadian =: suppl:tes ~~is;:·the:~prfee ;r:. '::NW-.:ins:Dsted ·,\tha't('Ii:t. ..:reee'i vecthe"::;.:.::-: ,. 

incrementa.l cost of its Ca.nadian':suppl:l.:es.;;:';;SoCa.J:· wax::ns~Oa.t. wi.'tho:ut: 

. such ':a:ipri'cing :::provl:s :Con NW :::'cus·1:omers .:woul<:1'·,,':haveco.pposed<vand· possibly 

:-:.:;:'" ~ :::SoCal ' s '::'obI::tgati'on ::to":pti:rehase NW:7vo'lilmes. fiom.:;P:a'C:I;f;i:c~'~~:'": 

Interstate fs not·~disputed·:;';CHowever' ,~)sta:ff·:;c:o'Qll'seJ:. ana.x .. ':tURN-:,b"otb: t.:,;!'.,; 

arque::that:~pac:tf:tc:-1nt:erstate:-:·wa:s·::n¢t ,obIiqated;:;tocpurc:has:e-::ehe:.;..:o-:::c; -;. d"-' 'I b'! ~b- NW"'" c." __ • "'""'....,.'rtHo .. ~'c .... ,.""'-If .. .,,"·'1" ......... " ';::"-r_" ~ ."",t' v .. _~ -. -- .... .iy( ••• gas ·ma e-ava:l. a . ·e· .. y •.. ~~, .. --.. ~-~.- c.. ..... /"'., '~"'-' .;;)·~) ..... o",._ .. 0 •. ,-,~_\"" 

~> -::- ~ =TURN contends·: that :Soca.I·~~s;.: II cont'rac:tU'aJ: iobI£gat±On'cargume:nt 

is simply:::not:: credible:'" ~Y:·TURN·:'arqU'es that :::Under":SocaY~s"'{ = :.,:;cl;:;.~:oc:: 
i:lterpretation the contract lacks mutuality of obl±gat:i;.on,:c'beeause'o2 
the buyer' and·:seller,:>are-:':under:-:'diff.erent:.sbest..;..ef.fo,rts::obJ;igations, 

since NW": is:~:apparently:-'not requ::i:red ':..to 0take.:'gas :::out,:of stot:age~.to.q c:;.:;. 

serve·· SoCaI';" but SoCaI :·;may?be·~obl!gated.::,to ':inj:ectogaso.:incstorag:e.~ b:;.::.; 

. ~ :. ":'~:'TURN<:>statesCthat'::the~~' ~ec'llll:ar:!!tyt!>~of SoCalZ' sr:.interpret'a'O:l:on 

of the::'term~' "best-:::: eff6rts..'''~·i:s ;:clear when ,:the::·NW 2a:nd~,PG&E':contract.s..:: S 

:. are·~ comPared .. ~, ::: 1n:-: each: instance;; both0part±es have !ao· . .;best...;.effo~s:-t.:": 

obligation ... but in the PG&E-:,contract.;:purchases· ..... above-:the:-f:Lrm:-leveJ;: 

are entirely at SoCa!' S :>discretiori~::~;Thus-.:.the:)termo!':be.s.:t-7_~ffortsll' -';", ~ .. -,,-- .. ~ ",., ...... ,~. -1'"'-'. '1'--I-.- .......... -II' .... ~ ,....,,.._I'¥ ....... "'(-,,,.~ 
apparently has a. ,differeri:t··meariing:'.in:':the;t~6. contra~~s~·': . 

•• -- ... ~ -- •• _ ..... • .. , ~., ____ ••• ' ..... _. On ..... _, _.' _ ............... I~ .~, _~ ~ .. " .... 1...) ~', ... ...,.; ..... ~~ '0( 

'l'UN~ argue s::: t'ba t::: a~:reasonable": interp;r:etation.:: of bt'be 
"'.~' ,,..., .... ': .. , " I~'. _"""~I_~ ..... ~ ..... ,- ___ .... ~, ,.,_ ,...~_' I~'~:_ ~ ...... ;. .... ~I':... 

contract is that SoCal -retains-'the"'ri9ht ~to"decide~ for-:ttself whether 
. • •• .... ~.J-:..-)"':\.1; ..... ' 

or not it .. has....:capacity"for_c~t1~qas .... oll_:a particular ,day. ~,",TURN points,... 
- '_~"" ... ~J_ ,-',...~_~_ cO"'~ . ...I.." ..... '_1 .. _-",: . ...-,.._'_v :1 .......... " ~ •• ......... .J'., ... , ..M!J.,,)vc : .... '-:::.--'-:'..).:~'~~_ 

out· tb.at- NW~ has-, never, investiga;t:.ed,,", or_ questioll~d_in_ any ..... way SoCal' s 
- ... ~ ... "" ...... -- ... __ ._- .... ,;. _".r.'_ .... I .... -'_.~ ... ...,.J....; __ ••• , .. ....J ___ ...... _'I,.44> ... _V.,.l .... _;...) ... (,...t 

juQ.~~!l~:re~~~;~g ~:e~ V~~~.E!~.::,~~;)p~:~~s;~~,::: ~~~ ~~~ §~C::~l~~~:':~:: 
inquired into~ NW'.' s judgments .. regardin9. the yolumes i:t purchases'~ ... ~ 

"- , .. -'- ""'-."'- -,.- ~ ........ -~~-' _ ...... - ... '-' ......... _,~;,~_ ...... ;,.,.. .... ' ., ... _ •• '~ ____ ' ... '-_""",~J_ 'e; :.)"_j;..",,-, •. ~·;.0_·:..~ .... 

T't1R.~ states." that the mutual:- inter.action". appe~rs .. :tocha:r~, .b~en_.li~~~~ 
- .-...... - - ... • - -.-" ..... ~ '.... ._ ... .••• J ..... _ ......... _ I,,.A ..... " _ fc , __ .,.,. .I.. __ ...J .... ~..:, ... _ "" , ... 1 ';,/~ .. _"I...". __ J ~ ... ~ ..... ( ..... -' 

• .~ 

~. :~":3·5-
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to SoCal;~s;estima:tes·.~of>:how;much;gas:..::i·t :Jw±l.l,),:;take '. ~:i:n,)o:rder:":'~o~ .. ;.~ .., "'.;. 
I .. 

assi;st:NW'~s· s.ys.tern.·~planninQ~:: .. ::Tb.i:s·.c.o.UI:s.e.·.:of <-;cond~ct is~deemeds:y/:::~x; 

"::'tuch_~more .::con.s:istent~': .::w:i:tb::~discret.iona:r:y~ut:,c1':l·ases ~::tha~\:wi th;::.the :;;;;.:' 

bind:±nq obl±qat:i:on- asser;ted ;::·.by :,~o,Cal.:;:;,,:~::,;::,,"'J "~: ~.:: :::C ,;20:) ':.:::.:';: ~):::~:,-:~::..: 

... : •... : :.: C ::~; :",Even: .±:f. ~SoCal :-.:was ;;ob-l iga.ted· .::;under: the ~:.:cont.~ a<?-t ,:::; 'I'~N .,::a:::que. s 

that SOCal should be found unreasonable and imprudel?-t.:for~,havinq:-o':c 

::'tade::.'~absol'\lte~-y nO'-attempt to·;::modi~y.:or :~:::escindcits. ~obligation I 

when :the ~:.canadian pr,iee~,inct:ease . wag..:.announc.ed.,~~;:;·; .=.Since m.r' did:rnot-::.,,:::: 

profi t:-:£rom,_.i'ts ;:~al.es :;to~.soCa~,. :,Canadi'an:,·take:,,!o:t:~pay::obl:i;qat.±ons::;?-:.::, 

were not involved, and NW was reducing its own ~anadianLPu~chas~s~s~ 

:bY'-:32~~::,be1ow ..:::19-79 ::)levels/-.;":TU:R..~ "asse~s:::tbatj'tber..e,:was a:;.:~,strong 

possibili ty" ~.that·('NW::would :not have:::obj:ected "to.:ai:~odificat~0X!~of :::..: 

SoCaJ: ~",s:::-obl±gat±on.:,~r:. ;:.:, \~:;.::. '::'1:;~':-::';:~ ::: ~~!3.!: ~':I.c~j' ~~o~ ~)~~ :::0": ~;:;,j -:';~~~~)~::.: 

. .- '~,",:', : ~Staff~co1lIlSel::.states~>that.;;thes\term:> ::,best.reffor:~s "-:::i~.:jc':·.,,-;= 

apparently,:)~a term:..:of ::art '':' :\thec.meaning~o f. whicl::.. is~.ge~~x::allT:~% ex).": .; 2-

understood.~by. ..:persolls'~'famil:i:ar.(';.witb.:qas'~iacqu,i;s±t.:bon and p~cl:lase~,~.)~:; 

',-Both~:'staff ."::and 'Socal understood.:tbec;term:-to-,;:,proYide.:;for.;::SoCal ' s 

• 

• discretion:'in;;the;;PG&S7(contract'. -:::Staff:::counsel::arguescthis·0 same,: ::0 

interpretat±on,::wo'llld -:be cons±st.entowi th:-:Section,:) 2· .. 0 4:0·f . :thec~C'P,ac.ific 
Irit~rstate :::con:tract;:,:.wbi·ch;:pro~ides-::i;nopart~s ;:':-::' .~';;' ;;-::C: ,;:ol: :::;;;:...r:C:o 

,. . :- ':-,2:: ,+ b..Qi'::-::Nothing ';.here i:n':-' shall: be':.deemed . to:,be a;:; \'.: ~y:":: :,':-:: ,_; '':':' ,":;:;' 
guarantee or warranty that any particular ." 
volume'-of:-!gas "w1l1';be:::ava:tlable or:'.)w:tll":beD ::~:;,< "-::.-: .";(:'-':;::'::>:::~'. 

~r :-~deli vered: by.~Sell:ers~orc,purehased= by=Buy..e·r~r, :'~:::~:;7 
. during .. the term or on any .particular ,day' . 

",.," ,-' ".T, •. , ~ -. ... , ,,:>. ~,... .,"' ........ ,:.-. '"'I"~ .H..r .... .L _~ ....... -. .......... -" __ _ - .. - thereof. ';:."'.' .'. .....~. '., .. ,' -. ~ -... - ,; ... --'- .. ~ .,.~- ""'-' .. --".- , .. - ~ -:.., -""' . ,.o,.} 

-".." .. ",.,.., .. ~., ..... " ..... .-.:... -'(":' '~r .. """""",_ '-:' ......... \ ~ ..... \ .... "'.,.~ ..... (""\ .. ....;. ......... __ ,....I"""~ .. _,.-.,..t< .... ,. __ ;-.. ..., 

Therefore' 'SoCal :"wouId-have -no obJ:.igation, .. to~purchase-'the-"ga'S". -"'.' _0 
".,,,.~,-,:: .. \ ..... " .... ,..-, ... -> : ... ..-v,'"'., .... ". __ .,,.- •. ~-.. _'I"'"' ~,--.._L.~ .. ;._, ...... " ..... _".. ..... ,. .. , ..... __ - .... "" ,', __ ~ ..... .-'" 

. - .. -.' ~ 'Staff'·counsel-further-conte:c.ds- that-Pacif±c'';''Interstate 's,Jo 

oblig~ti~n:-'t; buy qa~ fr;m~:~~isC:determ±n~d·" n~t oniy-::'orPa:cli'i-"~~Z:;~:: 
~nters~at~;s;'be~~-effo~s obliqa·tj:on0 ::)but.=-aIJsoObY th~?terms o~tbe-~ 
c:o~traCt'";between:-~pa~ifi:c('I£terstate'::and~ s;ca:i~'-;: The Pa"~fS.e= ::;;;:: :<,;::';'::' 

• 



• 

• 

• 
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Interstate~NW='contract~' onlYC. requirea~'p aci fico: Inter-state!:; to~neqotiate 
a contraCt ,:n.th:SoCaJ.:'that~w6uld:;:nperinit":'the::·saleCOf:NW':q~:s":to;;:l:";-:,D::" 
SoCal.: Staf'f-::counse:F; argues tnat2 t-he":more restrictive' 'c·ontraet:.,':::::.: '; 
between p'aclfic Inter-state:) and':' SoCalowas-: unneee'ssary': ~ '')thus~:: if.":.: -;::: :~' 

Socil:: 'is" eorreet in':· its":: :f:nterpretat'ion o£" the:J1?aci'fic?Inter-state:~N¢ 

contra'ct beCause:: of": the::: operationC::'of:;:the Pac.ff,±'e ±nter'state-soCal~O~; 
contract, : then) staf£:counse 1 c eon t~nds ,. SoCal:-: wa's;~ irnp'rudent • ,~, ~ C D,~ .~ :::. v;::. 

::.~: .~ ~BY::his::' ietter':"':dated;~.;pr£i'=-i7?;::i9·8f~·:;staff~ couIise:t= o8j ~c'ts'Sto 
SoCal ' s referenee to the letter from Lepape to Porter for the.;;,c~-:::':I'':;: 

reason'::tnat neither'the;-' letter2 itseif no'r::<it'ss'~otiter:ts were offered 
as:::evidenee'-in this:::natt'er: -::Staff:'coun,sel as'serts::::·tnat· So·Cal;1'(s:'u's,e: 
of the-letter "is U;proper'; :: and:- asks'>-tha.'t:t,he materiaIO be::: disregarded 

and S6Cal:" bead.·tion"ishea:.:.'to":re'fra·:r.n~from:::suen"·cond·\ict-; .",:,:)~: :,,)-:::;:~.:::; -::0:-

SOCa:l' original'lY:: a:s~serted tbe": contract ob:r:±ga-tion=a's'CI:-::::'::;"-:·~.' . 
suppOrtinq.~ i t·sr, p'urcl'iases:':' of':' NWqa's for~ the';: entlr~ per1o<i0 of 
February--le ':throiiqh AprfF~'c.:: When "PG&'E:' S offei:=:'of :~best~e£.fort·s .gas-::<: 

on April :.1:" 'Was':: aisclosea: .:: SoCal::' adrru. t'tedO tha t'~; i t~ wa~s~ under:'·nO= f.urther 
obligation: 'to purcnas~ NW-' ga"s0,~ ana: o'££e'red 'another=-.arQi:JinEm:t~ i'n-)_-: :"-:;.':' 
suppOrto:£;-:: i"tS; actl:ons:;:'~ ~ we::' i'iiia tna t";paei:fl'C= !nter:stat'e-~ Was~:;Under': ~ 
l"!O obiigat1.6r:tc{'purchas~:\NW'~~:ga:s;-;aurinq'any 'P'<irt'~'o;fZ,:thi:s;iper:i6d,:Y'~-::::-

~. : ":'"we'::agree-:With:staf£:; eouns:el th'at>So·Ca:1.c!:s:-:~ re-£erenee:nt:o the:-: 
Lepape:'porter' letter-:'1s': {"uappropriate:-·ln lig.h1:~¢f'YSQCa'l":s-:i<f:a;il.:ure' :<;-: 

to offer:: -th"e-ietter' a,'s::·evidenee:. ' .: -However ,~:rat1'ler':':tb'an::.ai sregaro? C~:-: 
t.he' ''1etter-~ as':' suggested,:; 'w;'e:~' ':.£lnd.; tbat:'its:', 'con:t:en'1:S 'dernons:trateo -t1iatO 

Paeif':LC= :triterstate' wa's, uilae:r':no-= o~l;i'gat~i~n·-:'t.~:pur'cba's~e': NW-'<Ja:s-~~~'-even:' 
under; socal·;'s::'J.llterPretatl·on~ofYt1ie :cOnt:ra~t~:" '::=-:'02 :::;,;;:: s~:,:; '::-:-:0':1 S·X 

~·"·~'::·'I'h~letter-:pla:in.ly~::iridi~.ate:s,::,th'at:":soCal:;"-s:': 'Obl":l.r<jat ion is 
a"' -funBd.on of';~ts:::~,tot~~i mark:e:t:" p1.'u:s::pr'ude.n:tE ope:r'a,th:on":: o:fOo'u'r:::':'> ~::::;-

storaqe~'f1e-las .. ::·~'''c: As":' in:an:at""ed 'abOve:'andc:s'hoor.,m"~i(n ~ppenQ::i:X'.I:S~-:: ':'':::;, 
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SoCal~l.s~·.ac:tual:~ s~orage: levels;:,were-:.s·:u9s~al?-:!:.i?-l~Y~~4-Pl:,,;~~c~,s,sc,~_f:::i;,s~::: 

tarqe1::' leyels:~ througbout~;~his ..:per,~od;..,:;.; ,~~·Pr~~~Plt .:~p~:;-a:t~~ ~;=. ~!l~o::J ;:. 

storage;· fields" ,would:: haye all~we~::: So~l ~o:~.f~.rg~~,~ ~opu;,~p.?-~~es. '::::.:::)2 

during_thi,s;""peri~~,for-:,the;,:reaso~:.:e~at:;.e?Cce~.s=g~~::?-?- ~~'?E'~9~ :'1~~*~,c 

forese~.ably:- require: SOCal:: "~o .c~:,;-:: p~~~ ~~:' p~r~9?s~,~ ;~~IE-:~l~ Eo;!l::L~2 

sources:..;_or~ from;:El Paso:;.or 'I'rans~es~~~,i~)or~~r:±~o:,p..~,~~P~ ~·:?,~.:"~cC) 

available I • qas:.:frC?m,;: Nor~hwes-~~. ":~.::,~h~refore::! ~~c5=o~~~!l§.e::~'t.l?-!lt. §~~'''lo:o 
,acted. entirely, at-.i ts. own :discretion .... in"buyinq .... NW '" gas. d'1J.r,inq this 

c .............. I,.. ..... ....., _ .. ' •• ~ _' .... ' .," ..... ' '"" _,J .~',. , .. , ,_, ...... ,'_ _ _ ...... ,.. __ ... ,1_ .~~ .~ ,....! ... ' ___ ' •. , 'A _ I 4 .. --

tbe;.: con:tract .;: ... ' :I'he:,; ac.tual prap;t.i~e:: tln~~ r ~~e~ ~~.n tr.?,c,:t: ;s~gg.!!~~,~.:: ,~~a.::;.:, 

both parties"considered ,their.~·best-ef£orts-,o.bll9.ations..,to, ... ,allow.:. ~'"", 
,. +. .' ,. • .••• ~ .. , " I. ••. _ ". ~ _.w '. 't __ '.' ...... \..r _ ..,. .. ~ ...... ' ... _ "0- + ... t.,II ..... __ i 

for disc:'etion ~.:' :there:was:...,no..::~f£or~.:,by)~i~~e.r')p?~:";~,~ In~a~p;:,~? 0::;:, 

whether:, the.,: o:th~r:,s ,ef.for~ w.ep~iJ?="f~~~;::, th~.i.r:-:.l!?~§~ II ~.:;.8o~ 
.. .. ... T 

:: so<:al-;s;::: con:tention~tha:t ,t.h~ ·ERA::po~~S1.-:~~~~a;~~it?J:?.~~~~=:.::::: 
Order N'o-.:,·l:4·. do:: not apply:" to ,i tS),NW' pur~hases-,is unr.eason~b-le_,. ,,~tS:c 

..... - ..... _. .. - •• ~ __ ....... -4 ..... L't .. ~'.~ __ .~_ ... ___ ~~"" •• _ ............. 

-.:. c~lairn:: tbat-.:. the:.: NW;., 9as ~ wa.~ no:t.:;. ~~9J.a.Ik.~~2 i~~~~~1:~.;?-t...; ~i tp. .; ~::::i:, ;: 0 

furthe.r:, j:usti.£.~cat·ion;,£.or .buy.i1?-gc,t;l:?-.e;:. gap:,:: as~c3.;I.~.~~~!t 8~1.~~~.:"~;,p,;e" 
claim ... is", al~' i:c.co:c.si stent •. wi.th-- its stated·.·· ra tio:c.al.e.- for _ thepr.i.cinq 

.. ...•. ...- . , .• _ .... , _, ............. - .. 'f ""."" .. '-'_'" ......... \~ .. _ .... _ . _'-,,:.~ ... _" 

provision:. :tha:t--: :ba'Ses:~·the .pric~:: ~;W.; ~h~.::;.Can:a~~~ ~~.~,-~e!7 ~ P'';-~~~!0 J: Mo c ~ 
~,~.s .incr:emental:: supp.lYo of::; ,g.a,S ,is;-.: .n~~ ~~~~,. !. .~h~p-::' ~E~.)'~o1l1d 

NW' s:..cus:t~mers~:~ 'h~ve:: ,~p~e~ t}1e:> ,s?l~ ~:::~~.~?l~. ~i.:;!'l~~'!=-.: s~~~~; .PE'~~~?9 

prov:i·sio:c.~? _: An:.exalnina~.i~n.~,£,;.~~ll ~"P.~~'y<· 9p.~~a.!=-:~p.9'~~,~e:'<?F~·~,,:.::0 c.:; 
d:isc:los~s-· ,1:ha t-· N!N purchases-. were·:, not< -'! n-eeded 'immedi.a.tely;-to~pr.eve):l.t... 

..... ., ..... ,_... '''''' ... _ I • ... ......... 1-.. ',' '\ '-" ... '"' . __ I~ .: , .... ",_ I..,J __ i. _ '........ _ .... • J 

a-: seY'ere;;~d~e:r:se::impa<:t::,~n,.:,~~~;;:;p~~:~e:,~e~.~, .;;~.fe:t::y.::.5>,~-:::,~:~E~~: ll~:,':::: 

We conclude that Socal l s-:.ac~;i:OAs ~~e.re-:::8o~:tE'~;y0·~,~-::.~~.~~~~1.:.~~:;cy~.::):-:~ 

:; .~':::'.~: N~r_~:would.: :w:e:;be~ . .s:a:ti:S£:i.e~j:~i~h{ ~~:::;_~m.P~~:;:~~f..~~e that 

t'he contract:, r.equ:ired:, Pa~.i£:i~:: I:c.~~r,~t:a~.e:: .'~O' p~y;):the::~9'?s~o ~~9!J:~.~~c~s::. 

are ren~o:t:ia:t~d oCC:a.s:i:enal;ly:",.t:b.isco:c..trac.t, ha.s been .aIneIlC.-eC..,.or...."'_.; 
- - . ... ... '-" . .,,.. .... -'" ""' .......... -, _.,.. . ... \~~ -.......... - - - '~. ~ -'-' -" '--

.' 

• 

• 



• 

• 

• 
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several-.:oecas1ons~~ .:One_of:.:the.,:most:telling7criticismszof:balancing 

account. ratemaking-: is'::,thatC it;::removes.-:the~ incentiver:£or,>the:;SJ;, : e3?; 
utili.ty::: to bargain:: £or.> the.: ,best ;terms~ because:: alloo£,:.i ts~,<:osts'''')~~ D 

are passed: on., .. to the:'ratepayers·.\: .:Merely::maio,taininq· ... the,.: statlls,'~·quo;;.; 

does not"': establisllca prima,: facie:: ca.se!.of::·reas.onableness.:-~~;.",') '::-.:1 .::'.:::,::;:-: 

4:~ .-:' The~ Cana.dian~ Origin of the..,Gas')::7 . :~~'.:':'::: .c:.,s:: \~-::.;.';,::::': ''':'J':-:-: ' .. ':-:::' 

'. ~." ... "As:'" .indicated:<above·;-:-soCa~·.;origina:lly:.. .. ar9Ued0tha.tr.:its.:~::..: .. '. 

supplies~were not;.canadian:gas:.,,;~When the:--:a.vaJ.lal:>ility o'f;)PG&-E~:.gas·J'0 

i:. Apr il-: was diselosed:~ ::' soCal:: responded:;', with,: another:.:, ra tio:c.ale :.: ;:' :·c;~ 

'!<~',.; • any::: deCision..: not:: toctake.:: the::. N"ort'hwest,:: Qa.sc ;~.':" .. ; :.'_ .... , "J,:": c',, 
" woulcL r.av,e .. e:c.t.ailed an unacceptable risk.. to the 
viab'ility' 'of: both" the- pan:·';Uberta-'pr6ject:,;rand-G":()7:::,:::.~ ..... '., 
the western Leg of the Alaska Natural Gas. ~::.::;.:::, ~:"'::'::s::.:.. ;,;;</.:,- ::;::-, 

", T~a.?:>?O~~t~?n ... ~r~tem~;(~G:~~'0: ,,;:-:C,::-.":O~ ,~:.~:':':: ,:-:: 
For the purpose,. of. this .argumen:t soCal,. c.la.ims ~ that the NW purchases" 

" _ ....... ' .......... :-.#.". ,_._,,'~ ,,,. ... _,',~ .. _".'.,'"I ..... ...; .... ~..;,.01\~ .~)":";""'~ ~):.>.c, :: •. :::.,,: '.J~)lO[::;' ; .... ;_."."':j...:..:::::~:...., 

were "perceived in Canada as purchases of Canadian gas." " , 
.~"':"':~;.i,'::, ·~: ..... "".:Zl~) 

SoCa.l. contends~ that the Pan Alberta project is an integral 
r .... ' .... _ \ .. _~ .. , .. ::.. '_<., :...' .... ~o-.,./ ::..~:- . .:.I""..~~· .. :.I ~,:.; ,~vt_ .. _:~~-:..,j,..:.J~~,.J 

part of ANG'I'S·,: ne·cessary., to:"'e'pre-b\l:i:ld~~ pipel'iIl:e~~ fa·ci:li:t.:ies, needed 
-''''' ... -" ," __ ".,' •. ,..', ...... ..-, ~- "I'.f"'fr ..... ~"'r'(" ... "0",'' .' ,,",(""..r..;~ 

to transport gas.: :from'· "A.J:as'ka':.' s"; North' 'Slope) to:-' C'ali'forni;a ~ ~ 
- •• .'. f ~. .. ~~. •• ~.' \. ,." ___ ~) '", >. '.~ .t.. :.. ' .... <.,,;. ,-:. \ '.,. .• .;.., •• / ... ~;.v c·;~ \ ' ... ' ':;. .'.;.,:; ;:~ .;.. .. "~ .':: 

II The ANGTS and::,~ he.:. related:, Pan-=: A,l,ber:tav,pro::l ~(:.t;:.. ,: ;-[ 
have the- wholehearteO;:. suppor:!: of;:.: bO.th":.the~! ~)(i ~,;::; 
United States:";'and:' Canad-i"aD:.'·qo:vernment.s:;. ,and-::::,:..'.:.:; 
will provide":' faci"li.ties.:·not o:c.:lY':tO', .. :as~i~st:·).-:.::;;~:,:· 
the tra:c.s.po-rtat"10n.-"of::A:l:askan Nor:tn:,Slope~ ~.;:.:-:;: 
gas into->Cali£ornia,..:;b1l.t:<·to~ ena.ble:),Cal,i·f..<>r.ni:a c':: 
to receive a fir.n. supply of commi.t~ed::"Q,as(;~;~:lc:L=, 

.. fr.om,;..lber..ta; years b,e.for,e the N5'rth_,S,lope. . 
.. , '. gas~ begi'ns "t'o'fl'ow .'t,.'" e' '-' .. :.... j.::: ':":::;~' ~.:...'. - Dr..~ -. :;':;:'.:;::S -:;, .: .:.~'J:-,::;:' 

- ,-' "... .,.-.. ... ~ ,~. ,- .ro' ' ..... " ~ ,-..... ,..: •• " ...... ,-'" :~. ..........~ .. ,-.. ('," ~ .. j'. _ I -~ • ~ • r r-v " _.. .. .. ~." r".,. r- '. t 

SoCal state's' ·that, ····as- a-firm' 'supply of- gas, - 't'he,.l Pan' 'Alberta proj ect" 
"~r ... _" _ .... ~ .... ',_, _' ... \ , .• ~' .. r "',_ ...... ,_':' .. '1 ,,,,<_" \.,..,:.. ... ,.,. -".' .. ~,.., I~ 

will help southernCa:!ifornia 'd'a:mpen~ the~ declI1'ne"';in long-term 
• ~---:. ~' .. -; \.. ;," ,;,..,.~ ,,' ~I ; .... .,:. :",, __ .~... :;r.l "".~ ~):~:;: ':-~t:,:::: ;.:; ~J :~; ()O~.I!.) 8 

secure supply-,sources': ::: ,In::- :view-: 'of::: .t.he'se:-:'con·si:der.a:t:i:oo:.5;,o;soCal states 
.-. .... -, .... -...... -,.~~,'l. ,"'· .. -~i' ... ·'tr- ......... ".-.,;._':"" ,' ........... ~._t .. r';" .... ~ 

that the importance 'o'f::"tbe- Pan~'~berta 'proj'ect to~ soutnern California 
... : .," .. :~.< .... ~.,<~,:: : :...,')~.~ ........... ; I~.!t,:' ,,~: __ ::'\"C-:CC~£);~':-l:b ~)0"'':'':': 

is "beyond qIlestion." k ~ • 
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'-,~ -": :': .. ' .. ~ ~·:;In:'November:1979.;~tbe=Ca:c.adian.:.'National EnerQ'YC'B()ardr::.":;,,,)':,:;<~· 

(~EB) approvedcthe':export::. to-:the'::'UcS: -: by': Pan.:-:'Alberta;Gas<)L:t:d .. :. over-:<:: 

a seven;..year,~period';:of::113:;68,6 bi:l:'lion.:'cubie:--:meters::of;.,9·as. ,fory.the..:::~:; 

Western:: DeliverT·,system.;..:.: Appare:l.tly. tbd::s5vol'llme-.:,of 9as:,:was~"too:: (>"::.s 

small to enable<project:':partieipants::tocfinance eonstruc:t:.ion:-'O£ (;':'oj 

the necessary facilities. The:z::e.f.o.z:.e~~~o,n_:E:e)~I']l~,ry:...l_:2,.,,:1:.98·Q:;':'Pan.'-

Alberta~: applied:: to:; the'.: NEB:: for: a\lth'ori tY':>toeexpor:t::; .a:ddi ti.onal vol urnes 

over"' a~'lonqer period:~to;. render the'.': proj ect:. £inand:.al,·l.yf'easib-le.:.c:. c:..: ~.: 
SoCal: states:' that':,Pan--: Alber1:a..l~·S::reque·st': for::::. add:i:t.ional.": export: ;:c/",:;.~ 

vol 'U."'nes was opposed~'by:-off icial's.": fro:rc Br.itis'b.: Coi·um'b'ia:;. wbo feared 
".-~- -''''' ~"" ""_ ~'. 4"_" ... ....t' .... r ..... _,-,_ .. , ,. ..... ':""/' ~ ", ....... ;'W, ..... , ...... ~"..~ ::.. ~~''-'. 

that approval~'.woula~ j ,eopardi~ze"~ export:sr! of::: Br:i'U,sh:, colump~~n 
_ .. - ............ ---'~"-' .... __ ...... ",'"",,_rl ... ~", . .J •• ow' ~ ..... v, ...... ___ '-' •. ~.-. ___ ~..:.,.;." 

as-available qas.':;~I~ :::.-=:';~'~T.~~ J.:')~~:~':''::'/\ t:.,t"~~ ~::o :;':. . ..: ~-:(~::'~::'Ii: ~:.~:i= 

In this context, Soc~'i:;~'i~ii{s:ti-i~t::'lt='~asOCfa-c'ed: with a 
d1f:ficii:t'7:: e'~~i~~:'wh~it PG&E:.c.:ri:ad~':;~dditio£'~1,:vo;i~:es;<ava:1'iabi<e i~F ::c::: 
early APril." .::::: ::,: .. ::':;: .. c,:,:· :"::' :;":'::::::.;;:~-:::.~c. :::s 'c,b.:,.:;;;.;:) .,,:,i: ;;':;)'lJ:::I,:)"::,:'''C;'' :.,,,:y .. : 

....... ,_ •. ',"", ",' ""'! .. ,r " .,-".'~ ,~",,: .... ,_ ,- .~ ..... '~._' ~ L-' """ ,'''C ",,.: .. , ...... ; .... .--. "'. 0'-\ ,;·,M.·-,~~--."" ... ,-~,_.,:. 
'''OrdlnarilY';''the-cho':Lce- woul'd "be" to:- turtJ:"back"'-"··" 

"'. '- 'y.,": ~,the,;;more:' expensiV'e s.upply-£~'s~: andc:in::.·-£·a;et.,2:::';)Z,'~, _~:J :~"::.:>::' 
that_ :was ,. and..,remai:c.s , ." .soCal~: s,.pol icy ..... _. In., _-. _ 
thi's" case-;-'h6wever~;-'SoCal(.,'execut:ives 'at'"the'-'':) ':-:1:>(:_:",,:,-::: 
highest::-~evel~ determinecL' that-:: it'i would :be):in ~:,~"i:'" 
the best~:interes:ts of:;¢hec~: company.->anci-:".its-:.:- '/::.~;r-: 
southern Cali'·f·or.o:i'a)'cu:stomer:S) to:,cont.in.ue :Z"=';: ::::..~ 
taking:' Northwest',: gas d'llrillq':: Apri:l:,~:: J..9;8~0\/d:o:: .~.: ';:',\' 
avoid j eopardi:z'inq ,:the:; .pendinq.-:(~dec:Ls'i:o:c.: 'J.-::: 
to .approve: addi·t:ionalo :exports.~, £.or,) :thee,:Pan:; ~.:. :; !:';:', 
Alberta' pro·Ject,:.::",'~c~;' "':.:, ',: ':::::-:;':-::.:. :::::..;~ .~: [, ':.',' ..:.,:::):~.::. c:: 

SoCal contends th~t: NEi'~pP:~o,j~i ~-:ft1f~ ~ado:i'~,iona:l:~~~o~~~ volumes 
.. """"';-- -..., ..... ., ........ ,:..' ......... ...,j: .... 

was· very tenuous,~ because of,., t:be ,Br)..t1.sh_,CO:J,urnJ:),i,an pO,s;it,i.o,n, •. ,. '.,~,I" r 
• ".~ ft". " "' ..... ' ..... _ • - ...... ~ ... ~""" .. ~_ •• " •• ", .. i ........ \...;. ..... ;....,'~ ...... _ ..... ,' •. ' t_ ... ~ \. ... ~ ... ~~,c_, .: .... '-.J ..... ;,..J...., ",' .... .:. ..... /,,.J,,::-

... " •.. _any act.iQn,,by.SoCal~.whi,~h mi,g'.h:t:.ha:v:e __ .. ,,..! .... _ ~r"" r."., 

. - suggest'e'a tnat-the"Pan'Alb'e'rt'a""ga's~wa's~noe"-""c,- s~·,·; -",-" 
. -::,r 'needed':'::in~·sO,uthern:.:ca·11forni'a.::. 'cou1.d hav.e:::;been.:':~<:::::2. ::.-::;::=,;:,;.: 

,- _ ... ~' ~~;- ~r~~~;r~~!i~6~ ;~b;~~~~~;!~:;·~~J~~::)~~~c:,~~ :'.-;= =:/:. 

-7.' .;,,40-
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-·Ratber~':thatl.:; risk::an,:.adverl$e::decision on'::'S'Ilch::::::::
. a"crucial project~.SoCal .. decided that the, .. 

long::.term interest's of its·eustomers"wouldo~: c:; :::::::: ~::::: ~'.~:: . 
. , . be·st.-be::~served.:br,cotltinuing, to,::,take":Northwest .:-:: .:.:;::.~-:~:::::,::-~: 

gas~for_,a few, more", weeks until the additional . 
. , ~ • " \ '_, ..... ,. 'i ~ ,. ,. ~ ',' ..... _, .... - _, """ "" .... , I 

export' request ·was· granted":"In ~the'-judgrrient'-' ~ ~"" - .' - ~ .. ~., 
of· SOCal·:execut·:Lves::"and. official,s directly:::.'.:: ::-,o.:.::~ .:;':::';: .. :: -;'" :.:::, 
involved ,in tbe~Pan Alberta case,; the risk was "'-, 
real that the-'project"might be~"'j'eopa:rd'1zed::~' .·;:);:'C .,.,,~,," :.:;' 

if: S¢Cal turned~.back Northwest qas(';pend±ng.:":',,·:.: .. c:,~· -:~;<'.'.~: ~ .. :',': 
approval of the additional export volumes. .. 
Given the great i."i'Lportance(o'f"'the:)pari~:Alberta:;':'::':' -,::.~-::.:), .. ;':";.: 

. , pro-j ect--:: in terms::. of: a £irm.-~ .::.lon9-terrn:~ supp-ly;~::;:.:·=' 
" of., gas for ,southern California, the risk _ 
, . was ·sl.":'tp·ly··' not~ worth tak'!ng:'1""" '.';.. . .. .;. .:.:':~, "'. ~;.-: :~.:';.'.:' ,'':- ;-:.::' 

'.,~::.~: ':"'-~)-'I;:'" :- .......... c ... ·· jr "",'" ~ .... ~. --('-,r' ':""".';,,,,,: .. ~-"~.' ;~,~~, ,.!.->f...: ..... "~.. ~.;.., •. :,.'""I". ................ ,.~..,... -.-' -. ' .. ::~ ."'" r·~' 
SoCal arqu'es" that its' deci'sioli"t'o"purchase"W gas"dur1ng;.,Jthis,C period 
resuit'e<3,''::in:' "~:n :-::-i'ncre;~:se :in:: gis':' c;st's::' to:Jsotlt'hern::Ca-l~'fo:ri{fa')o'fJ~;;:=·: 

,',""" ,~;: ..... ··-·· .... ,..,,;'t~ .... r· ... ~ _:.,""'''-,,~ ..... ~ ......... ,...., ;"''',:'.A, "(.' .. "" _ 'I" :~'<-''''''_, ... "'," ':'" .... .,.~~ ' ... ,.." .. , ...... 
only' $1, 677 ~712: It· 'SoCal' state's" that~ this> cost""' Wa's" reasonably .... -.. . .... 

.. ~,~ ~ ....... ,1 '."'"'",':\- (, ........ -,...,,...~ .• '''''''''''::,\l~"'')'''~j#Po.",,-,, .', • ...:.' ..... ,.",. "",'1'_ .. -.:'" .-,,.......,.. .. __ \_ •. -," ,..10- .. "". :- ........ _itw, .... 
incU:rrec:. 't-o· help-assure - approval ~ of the proj ect .. ; ..... :~,.'¥ 0.., ;_'~I ... " .:. '." ~ -':~ 

"':~.:"." ...... " , ..... 2 ... ··.:":"'"' ,.~ "'<,-~': '·";'·'l;-r', .. , ..... '",-.. ~ .. -,...., ... -,', .. -~ ... ;..-('- "f~"'\ ' .... ', ~~,-. ....... _: __ ,' ..... _, .. ~ ... 
Staff contends that "SoCal"s" acti'ons" in ... 'thi·s ... ·r·egard were" .. ' .. 

:unk~ud~nt .. ~·~st";ff"\'t~t{e~'":t~t 'Socar:'haso'C;:ffer~d;-';n3, e;r.{denc:e(;to:-:'0~..:j 
....- ".":', "" .. , ,,..... '" ", r -, ..... ~ ..... ,~-~ 'to" -"",~ ...... , .,.:. ..... ,.,"-t.. -. - I ' •• -r-":> _- ,.. .. "'.. ··I'I- .... ~ ".-t ... 

sub-s'tan t'late'its 'cl"a:im:: ~, b~'yond - '·it·s:-' 1\ own""pr'of'e~s's'ed 'paranoi~ -ti~"! °Staff% 
_'c ,_."'~ .~., •• ~ .... '.""' ~"""'-l .-, .... , '"' - ,'" -' • .. J' ; ~!" ... '~ ., .... -r- __ ," 1 ....... • />0. poses the fol1"owfng-'que'st'folis":-' \"~'_""_'"w .. ~\ ..... _ :--;;:''.y:,:.;qc;r, ~;;.::..~.~ :'::~)2':::',': 

'0::;: :;':I:E :tb~:'Pa'~ )ibe~'a': p:ro~3 e~ct:': ia:s2. i£::-''fact('-a;s'::'::' Yo;':::: 

.:: ~ ~~~Ir~~~~'e-~:i;~lI~~~~~~,~~~~~~~~.O!~~!:~ ~~~~ !~~ ~'"~:\ " ~.::~ :"~ 
-, i.~pla:u·sible,'· why has 'So'Cal 'wait'ed' until" thisbv "." - .:.'", " '. ::-: 

- ~ .• late.~:c.ate'to:disC'lose.::,.thi,s ·~:ink'?::',,::::W'hy..: ~id:-:'":o::~:.:.;:~:; ':-:-::>'-:.:: ~:,:;,::: 
", .. ,_ .soCal. fail:. ,to_ ,eyen. ::nenti,on ... such. a. relationship, _ 
, "-in-'heariri9s" 'on- this- 'app'ltcation-: why bail ;, ;:::~:: . .:: :: ..... : 

,,: SoC!:l 'even:·:a;.t 'this:: la..te date-:;fa.-l:led ·to::pr.o'V'jd-e·;;::-:':J::";-::::-: :::;:',,~"': 
... ' any_ ev.idence .. in..."support of, this all.egation'?". 
•• ,-' -, -' .... -." .H .... ",''V __ .o.J' ..... ' ... ,.' ... ... ~, ... ~:., ~_.: .. : ~ .;;" • .:.:..,"~>:.,:..;~... ..~.~~~~J '_CI .:t-~~o:) =::},:"'!,":.:,,::, 

As. .stated ~ve.,,, .staf£_ w.i.tness" Ki,nq .or:i.ginally testified that, 
•• " • -. -A., , .... _'~. _. ",Y.· .~.' ...... _ ......... , ........ _ ...)...... .:" ...... )'-.-:.:.. .... ...,..0' ... ·'. :.;~'~ --r."",,J ... ·l' , .... w. ""'\~"'='~ 

SoCal 's N"W" purchases wer.e~ ,r.ea.sonab.1e; •. , .... 'f:T:o~.ey.e""r~ ·~~s. ~-Pini;;.n-:· w~~: - .. ~, -, 
... " -- ~ ................. - .,,' --"-' ..... - -'- -. ~,,,,-~,":..1 _ C t ~'.,C: [10.- ¥v':'~ Zi .... :.. ... . ..l., _ J'':;''';*'!.'JC 

appar,ently: .base4. on.. the mistaken. f,a.cts, ori,9inally offered by SoCal .. 
- -........ -- .. ~. ~ ...... , . ., .... - ... _·,:·o~";:" - \:.· ... I,~.·.)· ... I"-~: .. -<., .... ,.<. ~'."~:J ~'C~;I:- ~~s'!..:-:J~..s ;r,:::,:",;':: 

Based on, ~the. _corr~e.c:ted . .f.a,c:t:~s. .l<.~n_g_ ~~_n:.~i~ders. §o~a~~\s atter.npt to" .. _ 
........ t' ' •. -~ ... ~ .~.- ~'_ ...... ~ .. "' .... , •• ,".'_),,~ ,..,. ........ j~ •• .::: ••• ' .... '., ..:; • '};~O' ~ .. >1. ~-t'",. ~ .... , "... ~.-\ .. 

justify the purchase of NW gas by refer-ence-t:o, -ibe" 'Pan 'Aibe-rt'a .. ~,.- ~'~ 

project to be unconvincing, without any foundation in fact,.. and 

clearly ~":'tprudent • 

":::'-'41-
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.-
'I'tJR..~ ..... >states tbat.:HOhne:';s>:;,additional-;:testimony::does not 

change TURN' s position':'~egirding;';these~:matte~~;C:~What':tbe new 
.,~.I_ ......... ' ... "~ .... '..1 •. ~c_ .~. __ -" ~:_...:., _' .... \ ,_:"", ;':::j"';": . ..t...,;;":: :,,::~-r.}...:. ... ~:\,::~_ 

i:lformation does:':is::)eliminate, -:,for::theoAprj:lbperiod~':·onlY~o'the 
.. I - t .. , ,.. -:' '- ~.~ :-') r'Y .--. -" - r" -.. N' • ·'· ... ; .... l r" - C'. _ - ... _. ~"f'""":,, _ / .... ":".... ......, ,'" ....... 

'contractual ooliqatiori'.:,arqUmen~ .. "pu~~fo~~rd:?y_ tEe:::~~,l'!\pany as - ·,,_.1.' . ...... ___ '" ....... '"->L .. ~ ..... _ ~ ~_", •• _ ' .~ .. -O...Jf'r _ __ }...", .. '.J _ ...; _.:.J ..... I"~ ... ,.:..j 

justification for':'its-:~'"W purchases.~',--:,~,In~:.TURN:,sxvie:w:,socaJ. was forced 
" :'.",.," -.':---:"_ ,.)/"-.... _ ,"\"" ."~ .. .,." ....... ,.-.., ... ~ ..... , .• i.., ... ~.,..r ... ~;. ;. ... _."' ... ,., .......... ,_:. 

to "fall back on':' 'the~ argument that'-'NW p'tlreh'ases,-were-neeossary to 
:J:.~ .• __ :." ...... :..! .. '_r,_ ~I(~ ~~ .. ;., .... t~:~ .... ·':._fL t,.)"'";.t ... 7 .. ' .. )t;,..J' :::~.j~ • .::.,' _~~:)-;. ' 

maintain goodwil'l:-:in:":Canada whi'le:'the ~Alberta exPOrt::.:. 

authorization ~~,'f(~~< ~~~~~¥g~~~f~Ee ;,g~~~ ~~~~ ~~ ~ ::;O,;~\:~~V~~~i~, 
TURN' ': ref er s:-:to·:; the 0 hi story ofi SoCa-l'~,s,> arq:t.lmen,t::(as 

~: .'- , ...... "l"'-~-\ ,;.. ""'~ ...... ~.:" ' ~. ,.. ... ~, --,.. ;.' ...... ~r·,.. ..... , .. ,,-,':'. ... , ... -, ':I.. 

It interesting _ II During the hear,ing,s;'on,::;.::S:~'S~O~::w:heE-_'~?e,se:~N'W' purchases 
"'_"'~"'_""'~''''' ~." ...... "_''', _'_ ..... -I __ ,j,; __ r.:... ~.:....t\ 

were. first_questioned" Hohne', d,i,seussed political' eonsiderations:, _ 
,. ... ~ .. ~ " " .. ; • ,,.' • ~. -- - .... --' '.I ~ ... '" ~'! _ ' .... ' ,~" :.... .... ___ .:..... ~~ ~..,,;_ :;'''''' _ 4 ........ ~.i:;;:" ~:~:;..... :; i.,:~:; \~; 'd;';;,i'";.lj .-s_)c·~ 

under:: cross",,:,examination.,.J:>u.t. So Cal,., did" not make., .s~ch .an .. argUment 
" ........ '-,_ •• - "", .,-" ............ !, ...... - ....... "' .......... \"'-')':." ,J _ _ , .... ~ •. ::..; .. _ ............ ' ;:_ ;;,.)~f=_:;~~:;;r-: 

in its brief-#, as_ no~ed._,.in'"'D,. 91969,,,/,,.,,'l'hen r •• ,;Nhen..,N:W pur.chas,e.s. we~e • 
'-- ............ - .... ""',~ ... " .. ".. .......... '., ... ~ .. ~-' ' ... _ ....... ' ... :,.- ,.,..: ...... ;,.,' ... '.:: --}~·I-O;;:. • .;.._\ \,'\ \C\-..,N.(".I v_~o 

scheduled to be a prime" i.~,sue,\,in >tA-is".p~.ot'c,e~d,;,l.l9"",.)io~e,.. fa.il~d_~§:.. ~ r 
"'--~ ..... ",,_<....;. , •..• ~ ................... _.~~_ ..... "'-:' . .l...-) ..... _~ .•• <f,.~ ... ,,' q __ ,-~.~_ Qw _'.:.,' ... , __ '-' .... _ 

mention any_.polit;i.cal,motivation, for :these, transactions in his 
-', .. " -...~ • .' - t ... _ ...... 6,'_ ._ .• ;~.'-- ........ :..,.;."I ..... ..... : ... ~-~c),:·,. ':".: .. -;.:: · .. ~~ ... ;"',..,-'~~~o':) ';:;'£;:';c 

:~::~~::;:=~.t~~~~~;~~~:~~~~~" ~~!~:~~~~{~t~ l~~t~~if •. 
<-0 " ••• ' - ,,-' .. ~.' __ .... >- ...... _,_ .... :. _ ... <' .......... ,,,' ","" '-, ..... t... ",..l~ ' .... ' .... "'"" oJ., .. .'. "~~\:' C,,(... "r~:~:.:... ..... :,., (~':;;.I.. -', ,_: • .:.,. [.,:..:' :':,!;;>- ;;C:.18 

raises this apparently intentionally apa~do?l,~,<3. .. ~r~~p.~, .... ~ ,- ,--r_.,,,,.~, _ 
. .. ".~C;_-'j_...)"""", " .. "' ...... "ltiv __ .v_ ._' ... _ i: .. _J ..... Of .... 

TURN ar9?e.s,:.~~a:?:. S;~E~1;e;_:,~8f.~t~g~:,(~l ;~~?i,~~t ~[.aknes,ses. ~ 
TtiR..~ character:i.Zes2 Soca~'!:s:: 'situa tion::;.:as-, :i:f::.,~,t.it was.. . .forced; to· 

;.' .............. ; ......... ,:.,...~'\ ...... ,- ......... ,---,..,,~. ,. ""-". "".''-' ,·r - ... ,.'~~ ~:::",,:,:~~"'';''':::':: 
mislead. the Canadian' government' 'a'bou.t- 'the- true c marke't J"for:" gas in 

, ••• ~ .. _ ' ..... ~ .... , c .... ~ ....... .'·0" .... _ .. ,,;\ .. ~~ .. ''"- r_"::A ;:-'~<~.~'~ ..,,:~~ .... \ '\ ~.: ..... ":"'."::C;:;'::' ..... C:~7,"'::' 

Southern california':: i~':'orde~:,to obtain-:d . .ts~ .. d:es'i:re,dt.expor_t: license." 
.... : ,"".- ~.,..,..., '_ •.•.• -)- ,~ ~".. •• - .... .-" . .,..,""'1, •. _. -,"I-"'W ....... I·'~ I".~-,...-:J-

Even if such" a' ,,'pu-rcnaSe"" o£:'~.oy,e'rmnet.ta:l:. ,90,odW:i~:?-":,,:±,s"~lipropriat.e ~ 
\,~ .. '~' ' .... <t • • """~ .. _..:.! __ ..... _\_~ .... ;,,, .. I 1 .• _ ..... _ •. ~C' I ... !,' ....... __ !.'C··I ......... 

':'OR.~ contend&: ,t-p.at;-1:beeo.s..t:. :S1?-0~d ·not: be:. ;treated~"a:s .par..t::; o·f the 
-.,-_ . _ .• :". - - - ..... ~. ''''l,- --t' ... , ...... "..... .. ,.' - .) .. ' f"ot/". ':'- ;...",." ""'''''-

current cost of' 'qas:- , Instea:d~- theco'st':~shollld- 'be.J'treat'ed'" as, a 
~ :--',~ ~ -\ -~ ........... ,-, ... ., ... "" I:'" ,...~ 'I' ..... ~ .. - , .... , -, - j.. .. ,.: .. 'H ~. ~ .... '" ... -:~.:.. ,. -, ~~ A'~ .. lI._ ~ r.~ :.. r, _ -' ....... ,. ". 

capital "asset- "an:d-amort1"z'e'd.- oV'e'r 't'he" r£fe"of" t'he~''Proje'et:",::-' s'ince" 'the-' 
bene iii'; i1:'~r'~;'ppl'i:' of':'ga's/:£~r 'fui,ireo~customer's.~~':':;c~:),,:;.:q ~,;;: :~ 1':0:)0;2 

. _,·~c:; ":~: 'l'UR;?>i:;~~~s':~h~t':-:th~::SiEB~ d~tiii6~·t it~;ei:f a:o:e:ssc~o·tI:gu:pp6ri' 
:'~ :':-""'_ :::,:. ~~' ::~.:'IO~ :,-::::".:-:.;.::.~.~,~~",":.:~,,) ~,~-:~~~'" ",-:-~ .. ~.~ .. ~"-_-_Ir'-~_"~_!""'I f":'., •. /~ ~~' r.:~,,":'.'" (_.::: 

SoCal 's clai=t. (Nat ional Energy Board,' Re-asons' ~for' 'De'c!s:Lon ','" n::"'-the 
'=~0C_; ~~~ ~~= c: ~~~S~0~0~ ~~ ~~~ ~z ~c ~2~~~~~q 8~= Y~~=2~t 
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Matt:er :.of.·"the~.Appli~ca.ti~",:unde:r::'· ~~~~,;g.·\?~c.t~~~.a:~~?_n¥..;;~n~e:::9Jlo~ ,::::::::,::: 
Boar,d:. ,.Ac:t: ~o£ .P,an:-:Al.be,r~a:-:Gas::, ·c~~~~ :a~~ .:..C~p:s~l,l:~ t~.9-..;~a t~~ ~~ '.)2 -: ::)~:: 

Li:ni tee. "c> .AP:r:±l~ .:19:80.): :;C~, .S:.t.a:t,es;~,::,:,..: ':;'.:. ::';:: ,~:, ':<~ "_,:f-:;;.:;,::. c:; ',' '::":::::. .""- ::<>:.:.-,7:,~; 

Tti·'R ... ~ 

:'~:~ow:h7r~e: :i"D:c~e ,.,.N'!:'~:.~eci.~_or.-ci~s:, th.~.~k.e.:t ... ,:f..?r::; ~"::> :: ';::.::;,<:: -::. 
qas l.n Southern Call.fornl.a even dl.s,cuss,ed.' 
With iesPeCt-:'to- ~Brit1:sh~··"Cofumbla~';s~cconcern ·tba't.:':' 
the:'Pali :k1bert'a~ vo-"Iume's': wou'I<3.-;=d:j.s!)'!ace~ e'n.s:.t'j;n;g::: 
, off-:'l-rn~': 'sa""I:e:s': =from: iorthwe s:t': .:tc>: ~Er. :Paso=,; ..:.:..: :;:.: 
the Board di:O:'~not =even ~on:s:tde:r ~t'h£s:;',:cra:est'l;:on'::: .t·.~, 
to be wi"t-h£n ~i"ts:'Ju'r1sd:i"c't:i6n~ "::-:"";:,:;,;,'::::-':~ ",:·:'d.;;i..r.:.;-;{, 

.:..:;, ~.:~ '-:--- ~" ... ,;, .'\ .n; ;"J",:: :' --::: r.' :':". '\1'- t:~: t: .. ~ ~t; ~.\~ .;1. ~."~' :.~. Ij,:~:; ~"~ ":'i ~,,~ ~ . 
e.escribes Socal,~,_s.:~~,r: o~,,j. ~~~~;:?-~~c~?~~~.l._~~ .~~ve ... ~sarl.es as 

umisplaced. n 
:", ..... ~;--."""'''''''''I\:''''--'· .-:",-.. ~ ............ ~~'-....... :),...,.....~ ,- ................ "... ...... :.;."""'",...._C':~lt 
.... - ......... ". ~,r .... • ....... ' __ -' .~. __ ..................... \. -.1 .. -:::, ... '_ .. ......, _ ,~~~....... " ... '~ ,1.,.." .... ) '.jr:.~ 

~or doeS");·T'pl<.~· accept~ ~SoCa"l"'~i" ca~cu:J;a'tion) Of:;-::t:.he,:eost of 

Socal's decision to;~-~\1:.X::-t~~~~#!~:.g~~:~:~~~~~-s;,?~~,~~Su~~~~~~ based 
on the assu!nee. displacement of 970 MMcf, basecD:on ~be) .s:u.bs.ti tution 

of PG&E gas for NW'~:ga:s"-:On::a; da~:i:ly:':ba'S:i""S:;;":u~ to: tbe:.:'leS:Ser.~of 75 MMcf 
... .: "',;... ..~ ':-,:-- , .. ,' .: L, --: ::" . '::, .', ;'-, =- 2. , .... ..; -; -:",~ ~:. .:"") --:. ..,-'-, 0"',"": -"j "'"" :- .. ~ 

per c.ay or the ac:t.ual ~~~::.f~o~ ~.")c;;'I'~;~~r::~~~n~,~~~~:f~)I:;;~1;::e 
realistic manageme':i't =choi c-e ~for: 'tn:!:;s'cpui-po;s.e:, ~wa'S):Whet.her<to: take 

.:.:" ~':>\".: -.. ·~l';':~'~. -:. ':':,~;::. I:>;'~ :~I-:::-'~ r",~C 0'; ~~i:"'"':.; ' 1'1'-'01\1( '''',''': 

N'W gas or PG&E gas;.:e~~ir,~,J.,i':-:.::.,Ir:;:;:q~,~.~:~vi~w.~~:;~~~n~1~·~~~~ubstitution 
implied by the ;:ca1:cul'at:i:on '::.l·s:~unrike'l'Y ::t~Cbav:e!-:a;CtUa:Ily:;:oc:curred _" 

..... ::-::J.~ ; ',) ::~.; ;--.,:' I -= 0 .. ~,- ~:,.:-:,,") ..: :1-;)""'~ I',~ .~ ~I : .. , .... -= '-: ")~,~ ,:, ... ,: C 
Based on the total,'::~o:l~e ~f..c:m;~p.~sn~es..:!?:I;;~~1?:~:.~5~c:4, 
'I'UR..~ calculates -::tne ~~cost', :'"as $2';0'9'J::;4'S8 ; .. fC' :·;:O~ '"1':':-;:).::: ;:~::':: 

" .;:;I,.·j"""....,·IC--.··- -_, .. } ..... ..... ,_",~J., ..... ,_ -~ '-/~'''-!'0':'-;'' ~ ••. ,,,.r ..... ,"\ 
However, this calculatio"ii'is "not '··tbe:vamourit ~tbat 'I'URN 

.,.' •• : .... :.'- ::~ ... -:,~ .• "~': ..... '"':' ~I '"".: t .. -"-'.- '.~---: .. ' -., "'_j"l_jo'·,~·,·'.""''''''' ,- ...r_'~~".,' .. io,~""!_ .~:..,...,' ........ _-......., "'~-:".'" 

proposes be disallowee. for -this -per"ioo.: '~-'I'URN"contenO:s tnat'-'tne NW'''' 
:~j.::-'-' .".~;-::-,~ .. : ... :,_"': ""'.:.~"--:.::': ',:,-' ~~I I I~', ~""''''''I",,':'I .~ ~ ..... """ ~o-t ~ '1'1""'II':L'-' .. ,..-;\, _I""" ......... ~ .. ;;-,_I'II'a--:.. _~ : .... _ ;.~, 

qas should ~ot ,hav:e' beenpurehased ;'-regardless' 0"1 -'the "a:vai"ta"bil':tty ,.-
:--.: .:. ,,' _ ... " r,.~_,,,":.:;,. I ,,":; ~ . .:~ _: ',..... ::-.~:' ~t .. ~: .:~ ~c ":. :: ;-:,::-.~ ".: ~ :" ~I''\ ~.~ ,... r!~ vi, ... ~ ~t .. 'fC! f .,.~,..-4 -.r4, ~ ~~ : ... 1"'-. "j'~"1, __ 

of PG&E gas. 'I'UR..~ suggests that purchase' of . tbe PG&E gas "wou:t'd ..... , - .. 
M .. .-.. :::",-.;.· .. :' ... I~ .'.:,~.&~: ~~:~'.~:;~ -':: :\.i~~C .~~, ,.--:--:~-:. '" ~~:/ .~.,,.: ... , ;0-. ' .. :l·1 .... 'I-:~ ....... ,~., 

itself have been of cruestionable prudency during -tMs. pe'riod, - -' .- ,~, ",.' . 
_ .. ::, ,:,~-::::"_:;':~=n-;:.:C::' ~'J,--:::,' .,:."":.:~ .. ,-==;:~ ::::..:,.:--: .j~""'-·~2~'" :'_'-...., -~"""O·"'" "'-'''~_ -"I" :,.;...,...;-.-'11 

because of SoCal's high storage l.~vers. -,~ .. _ ..... - '-'- -~-... * 

:"": C: ::~ .. ~ :;. "'. ~ .:~c~. ~~... ~:: ") ': .~ . .: ':'>::'f,:r ::' ,: :r:.,....rl~.~, .. -.:: .~::.:: ;'., -:I.~., ::- ,-, -; ~ ~ .. j' O":)~ .-:.-~ - - .:.:> "": .; .... ":'. C 
, CGPA orl.gJ.nally supported SoCal' s claJ.m that l. ts NW .. ". _.-' 
~.>- - '._ ~,'t..: :';':':'):':'~-, __ ...;.:"~.o:: ":~> ~~, .:.~:.'.;.:."-~" ":I~~-;" .-:~I ;- .... :, ::'-:'I._.;7:._~.-')" ... :, :-:.,,~~, ... ; .. , .. : .... ~ .... ~ . .' 

pu=chases were reasonable. However, l.t modl.fJ.ed :J:tS"pos:t:t:i:on -when---' 
_::t'~_': ~ .':' .. "~ >. :.. ~ I,'I;~::""" . _l. ::~.-;.,.... .'~' ,.- .... , "':, -4. __ 1· ........ , .. ".: _," ':" :-'..-.~~. ;...,. ..,,;- _'"",',., ..... ~;... , .. ~ ~ • ~,_ ... ':'-~ •• c" 

the facts reqardinq PG&E' s ' offer -of -oE!st'':efforts'~9as' came -to'·-;t'iQht' ;'" 
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... ,. .. ' .... ~ ..... ~:~ .-,.... c... " .. , , .... / .. 1 ":: _ - ... '" ... _. _....... -"" ':. _ ' _.....'.,.J.......:... ...'" .. "..", •• '... .._ 
CGPA po'ints . out '-that 'not' 'only -wou-ld-' tnese'''PurC'hases~cnave-'' s:aved ,money' 

for socai, they -wo"rld:' ;hav~ 'a1'i'o ::benefi-teo::~';:-PG&l:~P~eeau'5e :PG&E)·-wou1:"d'~ 
have been able to purehase additional':'vQ.l=u.~eg.::from:::ca.:li:f'¢rn"ia. ::<,=: ..:.;;:.:': 

':lroc.ucers at i: :lowei\:ost-~":::; CGPA-:('a:S~';~ha~~we:':reaf.ffrm);·1:h';1t': 
.. • :>.<~.:-,~, ;,:.-.. ,.~~: ~--::::\".~:,' ':l":~~::f~:~~' ..:.~:::, ;:;~~;K:';.io:~ !"!:. ,~::c,~ 

"Pi'rs1:-, _'a-1l:> :s.uppl-ie~s; ~f: (n~ tux:a1;, -g~s, .:Sh~~u.10:' ,:b~ :: j ~. ~~,' 
pure-hased, by., ·the· State,',s" natural. gas.,.p:u~ehas'in9-·
utili ti:es~, c::C!ici&'E:.:and; .:s'oCoJ.):: 'in~ ~'~i¥.. ~ee.~qa:~~;, ~ 
wi th- ,:an~ ·a's~endi·ng :Ot:d~r-::t:.O:f ,:co.s.t :"7;-al;~;) 0-::':.02 ,: .• :-;::: 
available supplies' .of::-,)~o.~er: ,:c.o.st sa~ ~~_e~:;"q. ~:.':: .:'; 
purchased fir$t before any purenase is made 
of any ;'hi:qher:'cost;·ll.a.tara-J: ~gas") su'pp-li:esi'::': s :; ':~\::,:-,:,:,~:~::: :':;::;:,':-

"Seeo'r'.d, that the scheduling of underground .. :::~,::..::.~c::, .. :;:-" 
: :natural:, gas: :st·or.a:g,e:. be ~ca-::~ie,d~~:o:u:;t.:. in-::~s.uc~lca:" -:::~,:( 

manner as to faci,litate and maximize the 
purcha's·e··&.of"~:all·· ·aVa=il··aOl:e:~:supp·lfes~ Of,~CJ.ow· ::c;:.:~;~;)~ ~~ j !~:,:>:,~~ 

::: . :, :. :' .: . cost: gas;- :and:. ~;: ~-,:: ,-;:: :<~< : -:--.? :: -:. :':: ':.":';':':: ~ ;;.':: -:-: ;,~..:.:':, :::' ,~',"'~;.:;,,:::. L, '_>.-:::: ::0 

,'- -:":Thi-;:d,#:<tbat~:i::~ dete.I·rn:ini~nq, . .:,t:he) n.at~al~:.ga,S: :-:o~ ::~:- :::.~:'C:;C' 
,purchas.7n~.e.d,~. _~f :~,he, Sta:t:e I_~ ,n,atut:.al .ga:s~" .. _ ' ~ -
purl:::has~ng'·utJ.J:·J.'t~eS' A (PG&'E' and~-SoCa-J:) J.tbese '"I". _0 '.:;::::: -.:..:.'c:: 

.~ 

::need.s:::be:-"eonside~:;-'t:.o~e,tl\er~~·~and .;,~ha;t ~P~,&~.-:.::,::.:-;,:-: :-)~:; :::..::_::.c.-::;: • 
_ be .:z::equir~d .. ,to .pur.chas.e,,_,.ar;,d. re<?-~.l~::~r ,to _ , ....... 

"--·SoCaJ:'a·lJ: 'maxilnum'pl'aceable 'voJ:umes' -o£-'-'loW'~ .::. 'r_'-.. -::::0 :~; ;;,":":,:.? 

'~:cost, .:,Ca-l±£ornia",pt:odU:.<:ed,~na:tur,al :9'a.s..-:v.:~,~~s":,;;,:: \f:';' ::<}.c::' :""':..: 
.before any discretionary or 'best efforts' ' . 
'-purchases'~a:ie --maCte'b"Y ::e'i=t'Ser'~'PG'&"'E '=01: '::So'CaI' ::-.: ... .: t,,;:: ;::; ;:;:' ::: ,::;;:: 
from higher cost out~of'""7s:tate:;; qana<ii;an ') .-:<?r. c::-- :~,..: ;:.::) .:: D? : :;::.~:~' 

. " other foreiqn natural~as sources." " 
~ -. "'~'''''' -" :: .: .... :: ' ...... );-':: ~"'''-.i.: :.:.::' _-:'~":: :;-.~~<_..:..~~ ,".,,~,:' ,"': ;~:: ,,-:'~,;\':':('.,~,~;-.' 

CGPA contends. that such .. a, .. s:tatement ofp~liCY is n~c.essary to provide 
- - ~- .*'~ .... ' ,;--- ..... '::,-:--... ;. /,.":..... ~:.)(.).:.-:::'~r;: ~:~.":.~.:- '":0':; ::;'I')-"~:O~ .... ::.::':;;' "}C ~~~"';.j~:~~:,'::::", 

a :fir=. foundation for meeting Califor:nia' s maximum natural gas " " 
·.~""-"~'~~.--':Y'./"-' .. , .. ..:: ... ,) ;.-·,~.':""";':~l~;·:::: ,~I'j.+:~::~-:·::i-::,.fC ~j.::·::t::: ::)\I'~J:; :;0:--:' ::_JJO~:~;; ~~~.')~, 

needs -.at,_the 1 owe s 1:. reasonable cost consistent with the Commission ',s. 
,...,· .......... '-".'v': ::.~~ .... > .... ~) ...... ;.<) '.) .. ~.:--.~-::.: .. :?," ""';!.;~~::: :2:;:-... ':""):)-;.:; ... ·: ;;:~:",!,,:' ".:;.s7:J :::'i,~C: :C: 

mandate in the California .Public Utilit,ies. (PU)' Code.' 
I " .. O'_'..:....:._.I_~· ..... : ... "" .. ..:.:. •• ,"~~.'-.', ..... );:; .... ~ •. 'j~'- "',_ ...... r_ ... ',<.)Pp':) .• ,.,....., ~.-tt'''''.c ")"I'""'':'''''~ '~.~r,·· ...... 

'1'Ms is the ~~rt of . "i;sue .tha:t-.··strains the"found<itions"of-
.~_~'l~_ ~?~~O~2 n~~~ ~'~s~n2 ~o 02US=0~ 

balancing ac.count ~ratemakin9 _.... SoCal' s position is. based I" not on 
" ._ ......... ..:' ....... __ ,_ ..... ," _;.:.,.iO'~ ;:t'.)=·-:oc· ... ::..:,~:,: • .. i>~.,~.!':i::.::7)j:-:c J.\S~):) 

any'.,fact'llal ,standard ... but on "the judQrrlent of .SoCal executives and 
~-' .. "" ,~\"'_···.A,.·-"'-..-'··u ..... _ ..... -< ....... -_~'.:\\..\;~ ::.;.: -.'::., .... "',l'-"1',-/O:·; .. :,·I ... l::.[:~t::I)~:::~r:")-: '-J~:)"'oJ\ :.;(::;::.ct!·~-:.rfC 

officials _dir,eetly .. in~ 't;1:le)?al!:.~be.rt~ .. ~~se (~h,~1;) the risk was ;:,ea~' 
• - .............. - .• /, .... ~". ~~, .. " .• - .... '.--..... _\_ .... \~.+.'IO .. _0 ... ·.;·.~:....c G ~'Y"'VC" 'G'::-.z.:)":!'::;?0-:: ~:r~.G:,::"'::",::j 

• 
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that, tne:"::proj e'ct>:nl:lght: ;,1:5e~':;j eoparQi,£ed:II:;;.tf} ·:sdca~·~turned,.'back NW 

volumes:.:: .. : 'W(f are: ·:uncomf.ortable' ~witb-(.a,fter:~t.h:e)=fa-c:t~ eva:lua:t:i;on;s·;:o.f.:'·~-.:;::· 

utility j ud9ment~ ~en:era1.l:y::..;' :': -We)·::are:;par~cular:l-:y;;cun:eom:forta:b;J;e ; 'c.:: ()~: 
"'-when~:tbe ':util.:i:ty: judQn'lent;:·iS:':'based ~:on: ;'Such ;a~-::eJ."'U:.s:ive:" .nO.'t::1on;;:.a;S:::;' '::;:-c<:. 

• 

• 

- ..•. :: .. :-::: '.: ~-We:.:.are~ not-::pe·rsuaded:':t'hat:/pendj:ng?l4.ct:±:on:~oro:the: Pa;n:.=:- s b::..::.. 

Alberta project justified SoCal's actions. we..:concl."Ude::that sOca:l'-:s" 

purcbas'e'of NW ga.s:·:-aft'er: Apr'i:J:;",:4 :waS:,::::i:niprU"dent:',.::.::c:::: ":,,,!~. ,';/:: 

, :·We~eaririot) ·ne!~ ::but,:·;.wonder-' about"', 'So~, s: rde:Ia.Y: in.: ::ass ertirigo:: 

thfs :::argumen:t·.~ ·AS·:~ pO:i:nts>:out:·;::.~the: reasonabJ:eness~::O£::So.~;':S'-::::':,:: 

NW ~'pureha:seS::~wa's :·ra:i:'ied~· in: ';..;:5:9 S:OS: can:d:-:deferred: :to:.",th:e&..:.proeeed±ng. :-: :. 

by D,;91959,~:'·":SOCal:was :advi5:ed7 ~tha.t::::i;.t (had:~::t.he: 'burden.·;o.f ;provmqj'::": ~~,:: 

the ~reas¢n:ableness;' ~of '.t·he:se;, ;pureha;Se:$i ;:and .::i::t)cprepa-r:ed,;'±ts: ::show.ing:.::,:;.::: 

aeeerdingly ;;::: eWe' ;'cannot: ·~eeo~~ ;'forJ :'1·';::s:: f:a.'il;w::e. .:to. offe:ci ctb±s::c:: ::)::J'! :;)c;' 

rationa1:~:"unt:il~·::.a'fter··~the:iObvio.us: .cf..ai:l-ure~.:of~c:L.ts:>!:ea:rl"'i"er:;arg:amen.t.;:..:-:;' 

We f::[.nd·:mere::over"s:i:ght>':~nSu'ff'i.C:ieritl.:.to·-:expl"'am.:-how:,·.so~ omi tted-:.c."7:s':':

its el~m:t"ha.t ""'''SOCa::t, .~execu tive'S':"at ·::t::he~ ~:b±9'he-$t::'l.e.v.e$r~de-:t:.e:.on:i"1l:e:d- • c . -.,; 

that it would 'be in ·tbe\::]:)est ~frit'ere:sts" io.f)':the}:<:ompanY:~'D.d:d..-t:s::~ ":..:;.':>02 

sout-bern '-Ca'l-iforrlia ':CUstomers ::to: cont'i"nue~:taki1:);q -"gas: ':duriD.:g 

. : .... :~:') .-:-:: ;;SOCaJ::"g: :a·s'Ser.tion'·J·tha':t·;pending.fNEB: actJ;'oO):j.ttSti£ies::.i.ts :::.:;;;::: 

~-w pureha'ses': is :~not' s·1lpported by..:referenee: .:;to) tJlej:NF;Sc.d:ec;±,s:ioxi ati'd'c''': 

is insulting to Canadian ener9Y officials. The' statement :t:ha.t:Lt:hi."'S'.-:;: 

gas supply was "perceived in Canada" as of Cal'ladia%'J:1:.0~rj..9~("~dieates 

that:.:SoCal" was:no mo·re ';abl:e) to,co:c..v.inee 't.b.elccanad:±ans:..:o£::,tlle 

unknown: or:1gi'n·:-'Of ·:,thj;s gaS thaJ:li:.:;:tt.c:w.a:s.~a.bl:e..':to ,eo%l:v.1nce:.cth.ts:z ,::':1-'::':;.:': 
Col't'1Tl'l.tss ion'. ":', We; .:see :no. ·~~co:cnec:t:±o~ 'between cex.cess -::qas: c:ixl: ::SO'llt:h~lll 2;:', ~ 

california in April 1980, and an application."to export additional 

volu."':'les over a lonqer period of time" than the seven years originally 

authorized by NEB. We would demean Canadian energy o·fficials·' if 

we were to find that they would take such an argument serious·ly • 

- ~'':'4S-
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• ::' ;By ~le:tter: :datea: :A.Uqust:".7.:-.. ;: 21:9~8:1;i' ~S~,al; ;<>o-j..ect:S-.! ;,t:O:c'r~:' s. :.:;;::;' 
• 1... • .... _. ~ 

a::-qument-::that· .the:-, m::s." ·;eeC'isi~n-, '_eoes; _not:~s)lp~t:t-:(S~al:,I,::s; ~si t,i~:c.~.: :'0'/ 

SoCal ci~e:s': ('t~ ;-paqe:s;, .i,n: .:.th~ .. (NEB::.;~eci si.on: .'a.s! .:pr_O<:)f~ :of);:~:h~; - ',-::,:: :''::::-;:: 
• • ... o· .... /1& 

leqi timaey:,of:::-i ts" _~oncerns.--: '.:> :.W'hi-l-:e ~we:..a:r~ ~un,a-O:l~.:t.o: :n~'k~: It'l1.e ~c~nn-ec:t:.ion 

alleged by SoCal; we take official notice of the entir.e~;:N:E:B ..;de,<:.;i:s::i;_~~ 

and attach~ tbose::thx::ee;~a<;;es:;:e:s:)~~nd:l:.",;.c~::s~c:tba;t~ S.~j;/tmay refer 

to ... the:rt ±n.~ .. this):.reeord .-;:< • ~~:~"':C"':':' :')~:' ~~' : .. ~:)o~: ;)C'I": :::.:..= ~,::: ';-:>0 ~_O-:!C: c.=-::.~,cl;:. 

We are troulJ.led.·~Y~.~SOCal:.t,~s ::st;a:t~_ r.a:t:±9nal~ in: t:Qe ~f,a.c.e,~;::~ 

o£~ _the ,plai'tl: f~d:eJ:al:dee:l:arati-,on~, t-ha.t~ (s:'J.c:hr cga~s:. (shO,uld: ~n-ot/rpe 

purchaSed: :un:l:ess:, -:necessa-ry_';,,:: w~ :ar,e-;:not::ab:l-:e: to:r:sta;t::e t,ha:t)tar~lp:cal:.<: 

interest· rshould: ~override: :the::.nat-i~o~a-l? ~i:n.tere:st~-:j;.n: zs:uc:~,,.ma:t:;t~r;s~.:.:.;c!1e::/ 

believe: ',tha-:t -:.there:;-:i.s,: leverage :a"SsO:C±at:ed.~.;,.w,i"tb ;::.U:;...,S .:.:.O:,ep.enae:n~ ·~9O: '.,:6 

Ca::.adian.:'qas: :a:nd",·:t:ha~, :SoCal ':S:' ;actiotf ~o.u,?-a} ::.on-ly :::i~ncr,ea:s.e:c~aoa¢l.a, ':5 "::.:"::: 

perception :of: .-:its:o abi lrty.: .:.to: ra-i.~e:,::expor.t)':pt::i ces:.~ ;::. ::We: ~ .. obs,~~e! ,;;t:h.a:t)':) ~ 

the. :overwhe1minq~ -.reacti;on: eto, -:the:: .::Canad:i:arl': cin-cr.ea:s,e: :-w:as: .::r:~.uce~,:ro.:: :', ~,-:: 
demand'':: :' .We' beJ:±e:v"e.'.::.that~ ::tbe: 'red"O.e:ed:oid:ema'nd~ ::-J.:,eQ:.;,,!;0: ;,:;~hecSuc;c.ess:f~:l~ '.::';.; 

u. S • -Canadi'an.:~ negotiat:i:ocs:: :tba t, ;-re i-nstated' ;,t-he:. ',:laq. :ti-me :,pr:i~ncip):.~ ::=.:.. 

SoCal sb.ares>:-none:;:o~::the-,r:ered-it::£or'::'~',t-h,a::t:s:uc::.ees:sr·::l '~h:: ::':':':0'''; =l :;'::.;::.-: 

:'Fi:na I-l y. ;'.i-n. :::t:his. ;reqar.d: :w.e, s:ta t~ ~t'bat; ;.,~e r.agx:~ lw:l.:.t-A ::'Il~ r.: 0::: 

that SoCal' s statea rationale does not support recovery .aSl2~.:cq::~e~~~. 
gas :cost,.:.:a.ss.u:n.±,ng;cthat., SoCal"":'~-:s:;a.e:t:;Lons:.:wer..e::.'jlus.t:i:fi.eQ:,.:;:;&uch costs· 

would. be: .:appropr:J:ately capital.~eQ;J::an~d: ~~e:r-:ed: f:::om8f,u~ur:e.::::,,::.::: r::~ 

. .::' :-We:;f.~ind: ;,:tha.t~:SOca:J;' s'::P'llrC'ha:s es of cNW ::q,a:s~ dur :i::IlQ'i E:eb~1lary,,-::.:

March, and::-A'pr;;:t:..:.l'9S:0), cwere~::u:nrea.sonalJ:l:e:.; ::;We, aqr.ee ::bhat'Gt:he NM'ro::i::..u 

gas d':td.-nct<d:t:spl'ace :'£ue:l;:c·oi"'J;I;)',.but' ratbeJ:o!':d::i:S1>l:a:cedl;-:lo'Wer .co-st::::qa;s~.):' 

•• h •• _ ,. ..... , •• . . .... . -'- ....... ,. .. '~. 
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For this purpose we find that purchase of PG&-E bes~.:~ft!.~~S_i~~2S. .(;~ . ' 

Ap:::il .. 1980 .. --::wou1d~hav.e :::been :,:unreaso.na;bJ;e ,and .:that·,:tbe :::l-ow.er cost gas 

that was'"displaced.:wa,s.;from ;~EJ::Paso, and:'Transwe,:st'er.n. .. ::' ;;:;:.:,:,: ;~~:;o~ 0; 

;; .. : .. ~ ,. :::TURN . .: calculates the';" gas ::':co:sts ~"to~'!~e (.d:i s'a:tl:owed cas j':'::.':':' -: :,~: l 

$18,926 ,000" ,-p1us.-:illteI:est~;::C"::For...::.the~purpose:::o£: th:i:'s c:al~euJ;.a.ti:on.;:..::;o3 

'rUR..~ aSSll:les ~"Chat:)a,J;l :-o.f:the::d±sp1a:c:ed' gas was ::E~:Pa:so,=q.as:,;cthe . :'2,2': 

cheaper of the~two.:.~: We :-f.:i:nd' ~::;t:hi s .~ass\ml:pt±on ~:ext:r.eme,.:: ~ ;:Abs.ent·,;:;'; ~.:.:: ~" .. : 

the ~"W purchases SoCal could have reasonably purchased addit.ional,:.~..:.:;, 

~as from :both:'El ::Paso:"':and :'transwestern :un til· ,::undernom:bnat'.ton was 

necessary.'::'~,.Based on :'the:-.undernominat:i;o·n~'.::::a.-t±os.::d·ispl:ay-ed; io: . ..:. .::,::~,;:;, :;: 

Append:l;x,:'A we ~':f ind : .. that:-a ~c:alculation; bas,ed-:on .:60'%'f.:.El .. :Pa.so.::.:~ol'-lIl1:es.:-::: 
a=.d 40X.:Xranswester=.::is-:::rea·sona,bl'e;;s The:,:actuaJ;. c~l:eu1.a..t.i¢n,,::.:;;:, ,;;j::.:;::, 

us ing: '!URN' s: ::::a:O:j ustment ·~·to .-:King· ":s Nw...:a v:~ided' ::oos tr)fri'Q.ure ,,) C. 1.5.' 0:" ,)'/ ::.:i 

Month "~·"· '''' .-- ~-"." ro.··· ... ,-:~ "~,,v"""':_EP!T,W)" "x Mdt"",-,·:·.·,:,": ....... ,., "'.:'" - : .. ~ ... ,.::~ 
• ....-',~ •• -- c.", •••• __ .; •. • ... '_.-. ., ...... ".._.11.'1"'" _L _ _·[1_1." . .,." ..... _..; ...... , .. " .... ' ... ..' __ ~_~ 

February 1980 ;.,~ .. : .. ..:.~:,,:. ($·5.04.82:--:$.2_3$38.h:", 1;,)5'6,6: ~.;;$,c4;,.209 
March 1980_ .,__ .. ' ($5.0409 - $2'.35,38) x 3,427 = .9 .. 18:6 
April 1980H~'''- ~ - >~ ~ ':-.:":: -::·($'5·:£Oo$5.§-;:;·-:-~2';'3;si~·f i':::t;a:14:';~::= ":4, 9'62: ':.":~'~':-.= 

,,,"::':::- ..::. ~Total:-:;' .~,-, y>:. ':;.:. :.::':~',;:' :: O~ 0'::':":5;867 Md'th 2)::';:':::''': ':> '::;:'$J?~, 297 

The ~o~nt of":sis;2'97;OOO; p!U~ ~nferes.t?~*:fs~d:~ii:tlO'~edofr~~the:·,:,:-:-..r 
balancing a.~cou;'t::: ;::' '.:.-: ~ .:~: ::.:.: .. :;.:. :>-' ":0 ;'; ,::.. . .,:: ... :..::;:,;::. ~.X ... '1 ~·;;v~",;",...:r::,; :; Dr::: :]\);<-;;, :::",": 

.:";'; .. :'we= find:;;hat:staff';:;:"guideliries':;arec'inad~qtiate Yfn ~reqardo:J 
.......... .." ~ - ..•• ~., .. ~ ........... -... ' .. , ....... , ,'I .. / ... , .... [I'··· .... · ~\·: .. ·i .-,t,\ .. , ... 't"\,..:,·:,·:{t·,,,.... ..... !~ ;-'1""'" ""~It ' .... 1· .. :-. f" ._ ...... ,1"\+:1 ..... ~t.~,-

to their failure'to -recognize- stora:ge'··cons~deratio,ns"and erro~eolJs --
in regar~:t~~'t,;eir.:·~lt.ernate:~'fuel.::reference test:i..~w~OfJ:ndc:,that:-i:: ::;; 
CGPA' s·':gi~~eli~~s~·:·adequ~tely::addres~ the~st6rageC!pr6blem8and,;are=>-::..::) 

..... - :-i ~.... . , .... ::; '.~', - ,",,. .... ~ .. , .. - ,-- - _ .. , ".', - .. ", -';"" .~ ~', .' ~ ....... ~'. "':;"', ":" .~," ", .... ,", -:'.:... ... ~.""'" I" ,"" -:~ ":J 

rea'sonably adopted" in" conjunction: wi th"'the spot -market .... test for 
, .. \-. .... ."'\,1 '''.'''' ,j .... 'I, #' ,.. oA-,~ ..... _ ;.1',. ...: ..... "': t'· ." "~'-- po .. , ........ - .1:' --""'/""'c· ....... ~,J~,... . ~--: 'T,",t~_ r' .... discretionary'Q'as purchases:;' ,.--" .... "" ........... .:,..~ .... ..)",,::--.1'.;) -::;~-'-~ o.;.,;~ ......... ~ ... _~ 

.. ..' . . 
~'.: .. '7:.:.:~~'\.1> __ ~I..:.:-/.:..'~:. ,-.'""- I):>':='': .. ::;,:,~~ ~o:-: ,::'.:::;:; .. :;o..t=-Z.:.r~,;3 :-.::.::i:- =!:c II A<,l~"'~'::=o~ 
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~,: '':::::- '-);.'s':-o·£ ':May =1;: :'19'8:0, ,t:'be,::pr.±ee :':0'£ :-.PG&:E c;be,st-ef£e,rts e.sales-::::;,:, 

to SoCal was $3.4:3:6.7':::peor:,MMBtu,.:_'. 01l::May2:4 ;.":c1:.9:80 ; ... ~tbe:>pri:,ce;:was·l; :r- :;,;-:= 
ine=eased :~t:o ;:;S4';.:lOS:7;.::per<:..'1MBtu: ::bY':D~9;:t'7~O.; ;,As£sbo,w.n::·in.;;'1I:p);)entiix A, 

SoCaJ:::purcha'Sed' PG&:E be'st--ef.£or.ts:-:gas':-from:May·:-J: ::thr.ouqh ,JuneZ,2·: , 2:':::: 

1980 .. " ,~:Both ,"staff,Seo,unsel.~ and> 'tURN, .:contena ~hat ..::t:hese:-:purchases %.r:"J:' 

were unrea'sol2.ble::-and :':reeommend ::tbat .:assoc±ated· gas:..:eo·st:s be ': -:..c:::;, ::;,;-::: 

,,~.'.' .:-: :~here ,71's ::J;·itt1e .:need ::tc :go·(.througb::thei:r:S'conte'tl;.tioD:$:::: ~~.c:, ') 

i::. detaiJ:,: because ..:t.he:l::r ::pos1"t>:to:c.s .::ar.e -:eSlsentiall:? extensioZlssof::<),).":' 

the :;point·s ::they~riiade,0in;::rega:rd to;,.:t:he:.:.NW: .~'Purcha;sesb-·.::that storage':::=:/, 

conc.i tion5':~:-W'ere :..,such that::Soca"I' asstim.edctbe-:r±sk::thatc,it:::wouldC. ~ ::'::.:. 

have to reject ~J:ower;~-eost::'suppl·ie·S: ove'x;.::t'he.::stmlmer;,;;: l:TURN' dO'eS' make:.: 

additional arguments re9arding the retail rate and tbeoalternate~~~~ 

fuel test, but these:a~r.e:_Q;.i,s.p.O:s,ed..::O:f..l~,by the foregoing disC'Us~s.:i:.~~. 

.-

-~: ,Socal makes several .pointsBiD .its reply.. We f:£nd that':c~):: • 

these a;~,~ tbou~~~e;it: ~~d~~dci~t -a~;~~p~6~riate adjustmen~~'? -: :-;:;:;:,::' 
,':; .. >_'_."'::...-- ~ . ---' .. - ~' ... , ............. '-\....,"""'.*. - ... ' .... ' .... ""' ...... ,~,' \};,:·0..:.. ..... ..::.-:.C'"~ ....... 
- ',~ SoCal clai.'TI.s that it,,,eould not have foreseen lithe. conditions 
•... _ ... ',_,,.;- k~-,_I •• ''''''''::;,..... _:,,:,._IU ... 

whicl:Llead_to, .. t~e,sudden".and.,ul'lusual loss 'of",itscprio~ity =,..f.iy:e "."'''' 
... - - ....... ' -.~ .• ~-- ..... -,; ... - .... '.."- ,,..1 ........ _ .. /.,..1 ... - ..... ..... _~'"':. , ....... \.J.".. \ ~ ... -'\ • ..;_' .... _~ ........ ..,Vy,-.,.J _-L~_ 

market that su."r':.\er .. tI We address foreseeability above. As , ," 
•. _:::~~CI':)~ ... ~:!;~:-:,.:: __ .{,:.,: 

confir:ned _by.Socal'.s ~ version,_of .the .. appropl:'iate . alternate .. fuel 
".'_'''/.,'- , .. - .. '- •• I .... ' .. _".'~_I .... l- __ .'_ .• ' ' .•• _I.~ ......... ' ... I_'_._t-,/ ' ... _ ..... .-...l_'~0.1 _" • .,I~._,' _' .. _: ..... ..;. .~ .. " 

test .... ,So,Cal shows ~l:lo~comprehel:ls~o,n_of", tpe • .r:o,l.~,..of~.di~placeme:t?-t" cos~s 
., ...... " •. ,-;.~ ...... ,~,,' _., .. ", .. _ ....... ",.- .. - ............... "",._._'...i .... ·I_ ... v~ ............ ·I:.:'...,..J!.,)..., 1 ..... _ •• ) .. , .... _--.w ..... _ ..... _~'4 ... v ... ' 

in the,.choice"o(.:bur:;i~q qas .. o~",oil_ .... we, .. cann~t ,fi~d.,~hat .. th~~~. __ ~, 
..... L' _ • .., , ,.~. +' to _ ',. _ •• .....",., .. _ ...... ~. _........ _"oJ N.... ~_ ...- ..... 1 ...... __ ... _. ,j".~ ........ .,., ._. _ \,.1 ¥IF ...... _...,; 1:.';'1 _ .... _ 

ei::c~stal:lces, tbat_prevailed. in June, were ,unforeseeable. in. May.~, .,..~p 
'r - ..... -- ••••••••. .'--._' ...... ,~ ... ' •. _j_ ...... _-'" • .,. •• .:' ......... ;,.,,' _ _ ~...t_~ "' ....... , .•. /-' .... ,,..;:..~ ... ..',,.,)~ ~ ... '...J ..... "'""'_~t.-J:....;J ,..:;; .. "'",-:"\.)_} 

.,_ .. _SoCal~re::ers_to Edison~.s stated,,5urprise.wheri. additional 
••• 1...,- __ ... ~ _ .... '..) ... __ .' '. _ ...J\.." .... ~ ...... 0.4' ...... ' _ ...... ..... ~wI_,.· , ... 1" ...... _ ..... t~:.I ... _ o:...' .. -:...:,v:,;; ...... '!.,.I..' ......... ~.: ... v.::_~~/--:. 

purchased power became available "with vir:t;uallY .. ;no,." a~v~Ilc~ ;.. ... "'.... _.,;... 
.y .... f.....:.J~ ... .,..;_-;--:.. \,. ....... 1,:.) ;.." .... .;...~~o __ J ... :>t...,..J..,..,.; 

no'tice." But this situation did not displace the crucial vo·lumes 

of gas and oi1_ Edison burned oil because of the prevailing 

• 
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economicsA< ·,.SOCal bas not .shown -'tl'lat,it ,could.· not .. ·hav-& known of 
, ..... ." '. - .. ".... .. ,~ - . , ....., • I ~,~ ... ~. _ __ ~ .. 

these:: eirC1.l."nStances'i::only _tl:la,t i:t; did: :not ::~n¢~_r.st.~~;;~h~,ir, ,;" ... :-::,,:;,.::'"~~:;',:>,,:; . ~ 

=eleva~ee~.:: ,,:,-.:~: ~;J,:~ ~.<:."':,.~. "::",::<-:_: ~.~'.""<_" >:: ::...: ~:,~;-:~ ':';-O .. ~ c/,,: .~~I~'O":'':~~:':~.~ 'JC 

SoCal states: -~. .,' "', ~:~' . _.' ~ .. _< ..... ~h ~ ...... , ' •• ' _. "),,,_ 

..... Socal' s pur,chase ,of,~the: ,:P~E qas under normal 
--- operating--c':Crc1J.1:ttst-anee·s, wou'ld not have raised. 
:: . any concern.: ",The ~p.~,rcha_s~ ;:o~: ~~his volume of 

. · ... ~· .. -:gas and, -as's'UIninq 'a'rguenao ::·a·s" <alleqed by TORN, 
_ its inj ectioninto ,",storaqe would not have been .. ,::';',:'::/:' 
unusual. May' is a :rio'nth in which SoCal 

-~ normalIy comme'nc'es· :storag·e~f~~i"rlj'·e~t:l'ons:..:n '::0 j ,:;:./C~"':,~L' ~~,;;;'.~I :;~. 

This contention does not support SOCa'l,;i·s_:~a:etj;on:.s_.:::::;.;,.·.:·:::;;:,::,::::,::;,::~:,:,:_~c..:::'::: 

, "., . -'. These~'wereo""pl;ainl'y not,.:, ".'no'r.maJ: .:ope:r.at:i:.ng:~,c:i-:reums:tances." 

..... . -
,If·, May- is::the''':"month-:in':whi:eh .'SOCal'::'·:norma:J;J:.y." :comm:enc:es:<sto'raqe:) C :::. 

injeet:ior.s·, ::'then"'what :do we ::rnaKe,·~o,f.: .;'i:t:s:.;:sl.iOstan.t'±.a..b'-inj~ec.t.i:ons,,:: ,,:.';' ':' :.::.:;, 

throughout April-:.'fo-llo~inq.:a ,'warm ::w.;i;nter ·n"th:.:actua:J::~oraqe:·:l·ev.el:s,c·~; 

substantiallY,Jexeeed;i;"ng ;:,tarqet·s?Somewher:e,cin ~thel:e~ i"p. ,a:":l:ba:sd:s:: :: ~,:-: = 

Socal claims further _that , .. its, actions were reasonable 
~ ,1-, ... _' " .... '. ......,;.......; .... ) \.... • _ .. .; . 

because the underlyinq c:ontr-act--between SOCal and PG&E was approved 
" > .... '" .' ..... -, " •• ,..... .,.... ."'.~'~" .... " -,"',1 /~.,-' -' .... ,...,.... .. ':~.- ;"., ....... ~ :. j- ,,..,' ... " i "'.'P' -.,.' ,...,.,..,m 

by this~- Comci'ssion and" the 'price- es-eab:t':ts1ied' bY"th.i:s'·Col'tlInj;ssion • 
• " • ,.. ..... • r" ,- • .-, ~..- • ". " • " ,.- •• ~', 4i -. H. ," ~ .... , ,.. .... ~', ," .. :;:. ,..... ,-;",. ....... ,,_ ~.. C'" ~, -. " .:,\ -' • 

Tbese c'i:etJ.."nStanc:es -' in nO"'way" eXeUsie -SoCal: ~fr'6m ··rtS:' '-obll:'qa1:'io-c: to~ :: :::"0 
"-', •• , ~, •• ' -hi ':'.' ',':" /,p",:" ."" ,. :.~ ...... , ...... ,,-... '-1 ~-'T: '-_, -:... ~.( ... ,_ ~.:..,t' . . ~~~ ..... '&ot,""' • ... 1'1" ...... ,. .. ~, -,~ 

reasonably' ::.anaqe -its' utility operation's' and'~are':irrei"evaut 'tOo) ou:r-'c,:.. 
evaJ.'ua:ti'~n:'o=' its:aetions;' .::-~>': ".':':':,:; ::;~.,; , .. ~;:c;:. ':::,::/c2 ,:,:~.: ,c' ":~:'::;/: . 

.... ,:, '",- 0" r" ,~ rr",,' .. ,.' ", r ~ ..... ,. -\'-"~-"'"':~".~" -.-! "...-:· ...... ~ ...... .-.r .... I. 04 1',- ... 

, ' . Finally,' SocaI' arques't'hat '"it's act'i'ons>did' not' 'V±o':tate - ;""-
..• ,., ..... ,' - , ............ ,.,- .... ' -" ........ " 't"., ... ,':' ..- ...... ,·-_-,H.,....-..,r_~ ... ;. ... ~'.->r";; .... ~--.: ....... _. 

thereta'il" rat.e standard" assertedby'-T'ORN' be<:aU"se' '·-thiS" was' ~ot- '~'" - . .;, '. 

cana<:ri:a:n~··gas;.-o~-i-' decision' :i:s:-not:ba'seO:~on ..:the·-retci.:fl' ... ·rate. ';:'2 ~ (, • .-. ;: ~ 

>st~rid~td~ ~ s'o~'thi:s 'co~te~tion'is without ~er£t'~: ~HO'wever ,::Cf~r:·~urdefl':' 
of prCi6f 'purPo~;s tba·t':'stan(9.ard'(.'appi'i~~' reqifd~e:ss ::of:ithe -:nat£ona10 f]",:. 

~ r ... ~". ...... ' I .,~"~"""""",,,_ i ... ,'·"- - ....... ~ , .... ,- ....... , ... '~ ... '::'J ~....... , " I -:. ..... oriq1ri' 'o'ft'he qa's';." - '., ...... " .. '- .'- '--" _' ... J"')'~ .:'::w ..:,'':-:' ::':C;:' ;:'0:::;:,;::,.~::.:q -~ 
•..• '.... I,,... ; 

• C ,. ~ _ ',' ~_ ... ' ••• _.' ~ _ -' .... .. ~. ; ... ,' 
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. -:. ·"·For: the.:-same' reas:Ons·..:stated:::i:n·:;r.ega'rd;;:to· tbeONW gas"':-;:'::'::G~:::' 

adj ustnent, 7. we': :adopt:-TUR~I~s ~methOO! of. c·a;r:cul:a:.t:i:ng;~thef.iamo.unt..:to.;)::~';:;; 

be disal1owed_ We note that in neither instance did any party~v::·~>:,-: 

offer an alte::-native method. The calculation ;fo!I·ows;::.:>:::-2 
Dates -:"'-~:::::'.- -:: i:: .. -::..; ~;.,~: ~~tm&E''::Epi'I'W»)::::-f:;Mdt'h ~:;' ;2:)02."~ 

~':'.~ " . .;,~ ... ~;.-: ,- ',," .. :,.:"~ ~~'J."'; :,) ...... ~_)". "",~_.-..I_~_f'; .. ': .. "..:'~ ;:. ..... :.; ~j.""':.:.= :.~::>c~ 

May 1-3 .::: :>:;:':.: ; .. :-: .. -:(-$3.:.:43)z,. :~:~2:*'13 ~,~8.) ~::,2.4.~::~'"') , .• ~~: 26·3 
To June 2 ," :::;.:' \:':: ;.)~.~·:: . .:j$4:.:3~:S:72.::-~~~~.~3:~>,~~xc2" 2~S: ~C,-4.L 389 

Total .-: «: ~ ':.~ .. ~ :::';-: ::"':":';::)'.,: '::'~):;-:::::2·:~48:e'·":Mdt'fi":.:'~::! c..,,:.: '-~;"S.4 6$2 
-" ..... /:,:.:.,~:: ::~~~:'I; ~""":';' :-:=_-:.,o~:.:~ ~~.~ "~f::':~ .:"'£:;:.;~:-~:;::.:...: ,. 

The total ar.'lO\ln t of the: ~adj:us:tm-ent) ci:S; ;$;2 2: .:\9;.~9, ,;.ofJ)O" ',: p J:. ).l.s.: in tere s t ~ 
C .. Kelso CO:':'lpressor ·St·at·i·on ,Outaqe -~-,-,....,·,-o~ c,' ... " ..... ~, .- - .• ~- ... ) ... '- ...... , .• ~,'~. 

__ - - -,." -- ........... '.~ .. .... \"., ... - ___ .... ~ ,,"''''' .+~ ..J ., ... v""""* '....<- ....... ~ 

, ." -::':-:.: .TUR..~ 'r.a::i.ses:=eerta:in ;:quest'ions ;:egard:i:nQ ':'. SoCal(~.s7 sched\ll inq 

0: a compre:ssor.-station ·o)-l.t'aQ:e:c:r~sul~:t::i::c.g :;i.n:-;apparen:tound~rnomi~~~i~ 

of '!'ranswestern--:volumes,:a:n<i':~add'itional:;:l?G&E purchases: ..... :- :-'I'hi,sClma:t-~~.r; 

was: eevelopee: £ur:ther:.in~·.:the :recor.d.";'in·...A.·.60~39,oa~d:.:'I'~N<';,s br:i:ef;j(i'J;l";:; 
.- t.· - ... 

t!lat proeeec.ing.: states :t.hat:~TURN;::i::s sa.t~sf.i.ed::::,tbat,::)SoCa·~.:ac:teds:;:!.·::::::. 

reasonably.. Therefore no further ciscussion is required: .. ::~:,:)::o:;" 

- .::. ::::.:,.::!.~ :.':. -:..::',' ;~ :-:;n'; c. Soe.)! ;1-Iot :£o~=-:.J: ;.::::": .1';.:':::) l;::. ')02 

, ,'~, 7. ,:-':' .• ,' '. , ___ , ' .. ,~ :~;. ".:':-:: .;. t; .~, .: ~~~:; ~')~::: :: ~)~)~"". ~"..)c' .:":'.:.:, ""!=.::~ :~~ \) .. ":.;; \r .: ~ ::.fb~ : . .l ~);r j' :) ,:::..;' ~~ ~ ~:":-: 

_ ~ .. The .. ,publis.hed: age.nda _i.o,r,r the,C~mJ!l.issi~n.' §'" c~.~;~E~.t"le~ •. ~J _~ 
............ l, . '''.' ,,,J._ ..... .. _,~.~~-' ' .. __ .. ) .... , .... _,....\... .... ' .... (."' .... ' ".t.)_ ..• \_~ ... '~ .... r ~ ..... ,: .... ' ...... t...I_..:;' ... _ ........ '..)_' '~_l.'_ ..... ,,.-,_ 

A'Ori~. 6.,..., ~.982 ... (Agenda ,_2,61.1) ... inc,lude.d. proposed deeisions. in two -, ..... 
- ,--', ""'- - ...... _.- ...... ' ... - _ ,<-'v ~ ___ :.,~ .. ,_\, ... '",.'1;":'-" .J .. ~: ... I '.~_)'(/ i"';,:: ~:...:- ;'~~:';.~~:';;'<~;;;';":~-:';":;) 0;-~0::_ 

So~ CA."1 _proceedj,n9s '" ,thi,s rna t,te.r, .. and A.60 33·~ .. _ . .,By, ~o,!:i9.n .. f il~d",. , 
- .. ,"".~ .,.-,., ... , •. _, ........ -'++ ... -. .... _. -' •• "-,, , ....... ,- __ ....> __ '\,.. ... '_' \ .. .,.1.4- .......... -'''"'' f:.,. ....... .:) .. );,;.,.&..~'"J. 'i_c.;.~ .. ~t..)...",.....~ .... ,''::;. 

April 6, 1982, SoC.)l ~sks that these matter5_Re ... ~on~91id·ati~;..a,n,d, ... r 
""~"",,,,,-, .... ,,,,-,, ,~ ...... - -(.,) ...... '--"_ .. _.,...., ..... -. .,...,' 

that a..cecision. be ,de . .(er.:.ed until .. a.f.ter .,.)~.oecision .in. 0 .• 6.0867 , 
.. , ~ ......... -' -... - -. - ' .•••. -'~ ..... -'~ ...... _ ... _ .......... , 'c' ,..-,_ c.J "",.-.I" _,.,.!.,.Jv,;, ,," ... , .. _,~~~ .~. 

another., SoCal. CA.'1. ..?rocee,d,i..ns.~·"-so.Cald.,as.l<s,, tha):,a.ft~.r tlf~.~ deci~si.9n ";'~ 
.• , ... " ~ .... "" """- c'.· ......... ,_~_ ... "' ........ ' .. '"- ~ ..... ' __ .. ~"':"f:.F,,~1 ~ ..... ~.-I ... -'I~..J"." ~ ... ·~::'I_ ....... ~!".-'Sl .. ~...>.~ .... 

i:'l A.608671-: othese.co.ns~·lid.a.te .. d,.:natter:s,be"se.t .,f~r o~~~.l .l.r.g,.lJm~n~, .. ~_ ... 
.. ~ - ~r' h ..... " _~ .. , ..... c ., .......... -' _". __ .......... ' .... + ... ~ ...... ~".J_"I ...... ~"-:J_ .1._, __ 1 .. -{::.. ...... ,.) ... _!..~ __ .;..,., ... ~ __ 

'l':"l.e.basiSdfor ~SoCal.! s :nO.ti,on, i.s .... tba.t the _publ i shed .lgend.:l 'ind iea tes·, 
.•.• .' ........ ,-- .... '~- \~ ... '~T: .... -'.:· ......... _ ... ),. _'..)·..i.,,_ .... f~ ','_ ..... :..,)_- ... • ... ' .... .6.:v:..J .. ;., ..... , ... : .. i CJ.:;! ,,:";--::"~:.J::!:.I;;': 

amon9~iother .:thing.s r-, ,p,ropos~.o. disallowance~of~ abo.u.t ,$;3~4 .8..."millio",n~ ':.. - ......... -~--.-'~. -..-" ....... -- ~ .... ,.,..,.- .... -~-.; ... - ' .. -'- ........ :;. .... ~ ...... ----.../ .... ,)~ .. """..,~ ~".~~ .. ..., ~-~(.:.v<.l-..;'l -'-'v-s.-o 
of purchased gas costs. SoCal states that the ?rop.o.s,ed~ .a~t.ion .. ;i.5 __ 

.. < .. ":':''.:./ .... ) •• -.1 .... (.., ~ .... _ t.! ..... -.v 
of "grave concern'" to SoCal and its affiliates. 

_-50-
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In support of its :notion SoCa1 refet's· to several 
,:",~".::- ,:-:,,~,~ :~.~. 'f..":""~),+.~~'.~<::' (>::: ~I\': ;':r~L'C~~ :,'1H 

CO::l:nission decisions; r:e<;a'r,di;n<;: 9as~,:supp1:Y';)p~licy.r .. i,nc1udin9 
. .. ~ .... I. _. ' ••• r,. _ ~,., _ 

D. 89177 dated J'u1yj1'~,:; i9:7'7 ~'rLNG)":/: n:-~~3~3i6~8d:a:-~:a ·.1;i19·u'S;~ 4, 1981 
,.,'->':':; :-'~ ;:~::'_,·r:c .... ;·.~·" .... ":;17:8~' '':+.-:: 0: ,,: .. ·>!\.::J~:>":,f.:.b 

(GEDA), and D.93370 dated August 4, 1981 (Pan 'Albe,r.ta.) .• ,- SoCa1 
\0- _ "P._ ';. ,. . ....; 

relies~ :on:: the :fi-rs:t> .t~.o~.t~:, s.u'PP9'r~t~,"t!:l~.:: p_r:9pos:i.t:io;,n::;[~a.~~"l~o ':c..:c2 

Co:n:ni-ssion fa.'V~s~:the:; acquj,s~i.t·io:n:.of :n~¥::J9aS;, stl'pplies:,~,.and..the ",,~, 
-- - -. ~- ... ,O .... l ~.- .. ~ ... +, ..... ' ..... " •• 

latter for the pt',oP.?S).-t:ion :tb·at:::the ~C9mm:i:ss_i~tl;; t'~~CO,9~,,;Z.~~l;. t¥~.,:,:;~;~(; 
oecaus,e, ":its ,o:wn, .-po:l.j;:cy had·: ~no.t:<p:r9"~i~e,Q.; an~ :.9:uid.~l.:.ip~~ to 

de'ter:nine: -:whether-:"O't':,no:t: the~ pu,r:c:ha:s~e:: o:?f~\ . .a:;..9' iye:r.t:. ~~p:p:J..Y2';~~S'~ ~::o ;:;.;: 
prudent,. .. i t-wo,U"ld;:not;, .. be-, ·f-ai·r: ;or' ,re-a,sonab1e'" .to., c:ti-ticize-,.SoCal.." " 

.. ~L" '. __ .. __ ~ " ... "'_~"_f'::',"'", _~~ .. 6 ............. _,_~ ........... ,~.::_,\" •. 

Gas ::for,.pur:suing:<that:: J?Q:l:i:ey'):as ,.the-: ;..Commission. ,.itself had.., -.. , ;, ".,,~,", .... , 
." '" - ... __ ·e _ ... 0'" e ... · ___ ", • ~"_"",,,, •• ,.~_,,,, •. ,~,,,._{ 

expressed it .. ft' The Pan ,Alb;e-rta: d~.ci-s:i~n,::di~1 ~1l.q:~~?r?'yi_d~2 ~y :::':: .. :::'v,' 

such. ,.g-u-ideli-:ne:s;.-:I.nS:te,ad.. we,,:d.i~.e-c~t,e,Q.~ t,h,e::,,:PAr:t~~!>: ~~:::~.?Fsidet' 

such g:uide-li-n:e,$, in .SoCa1 t,s; ,:nex:t"c)'\1:p:~oc,~.:.e~:~9~ .... ~ ':\O,~·~\:::. ~-,/..:, ">" ::~c ::.':: 
:::.. ;':.':' SoCal, ;s'ta'tes .tha-;t ~pro'posal-s- we.z:.e ,·Iriade- in, ';its, .Octo,ber .. .1:9-81, , ... _A ..... '_ ~"'" .,_ .., ...... M- .......... \.... :..' ......... • :.)_ ... ..J 

CA.'1 proceeding:,: ~A..::60:8:6:7:.,b:u,t ;:tha:t: ::11:0: O:.e~q,~,S:i.~n \~ ::b_e~~ ,?::~_s~u~~? ~~ ':' ~ 0 

SoCa-J. states'::,,' :~, ~ G' ;' ~' , .. , -',":; ~ '., '.- '" .', ~ ." •.. " .-'" • - ,",,'. ",... r ,. ---, ~ ':' ' _. . - ......... - .......... . ...................... _ ...... _-' \, ..... ~/ ...... _ ..... " ........... t,_. _, .... .,J\..~ __ 

.... It:-:wou1-d: ~ man,i:f.es,t,ly, ut;l~.ai;r~;~;o j~p'q,s:e;;,:a:.::;. ~;;' ~~:o·· '-;:,,~" 
. penalty on SoCal g,as. for 1980 gas supply. ..' ~'.' ~ 

: 'opeia'tron's which ·.:we:i:e:=cono:1ict~d)":a: ':!1lI'1 ,'::twOi': ;.:0:;:. 7";: .:;: C ': • ,'. 
" year:s~~for;e :·,tbe ,·Commission ,establ.i.s,hes .- ,.~. :'"" _ .~. _,,' '! - ~, 

fts gas supply p'urehasetests~ 'iri"'£"ac't, ~rt'-"·· '-"'''', 
'is"::to'st proba161e'::ttia:t ~:SoCal'r:s' :l9'8:0 '::g'as ~,:-, ~ ~'-.:;~ ~,." ~ :~: ,:." 
:opera,tiol'ls;would·,meet ,;,any of· tne:~eeoo.omic,,, " '.~ "_-' .. 
tests proposed in A. 60867: .. 'A.":d~ i'f ~ tb€ " .. - .. ,- - .'. ~ ~ , . -
commfss.i~oIlwe're'"}o;·±m:fios,e"-;a",:·~nalt-Y";for:~.;;::. ,.,-:,." 
alleged:ty: imprud'erit" 1'9'8:0""oper.at1-o·n:S;';befol:'e';,i.':r:: 
the- e'conomic::test's -;ai:e'::~even:,ad6p:ced·, =;tt,· ... ',~: -:c''.',: 
could-well ~f j;'nd itself ':'iri-the:)indeferiS:i"bI~'''::' 
posi tioIl-of.~ haviri<;"':adopted ~a: 2pen,i'l ty:'f.or '':>:'.~ -:; ,:: 
opet'ations.'wh:i;'ch wotild':pa:ss ;::its':)economrc:o = ~:...:) 
tests ",'even~bef6re'~navlng:'dec:£ded~which I '::::.:):.')2 
of the 'proposed'::te$ts:·'l:'t,·,~ouldr.'a:dopt."''::,;",,:; .::.::~;' 

\ .. ' :~. .:. ~ .,: ~'J: f", = ::~ .",.' :. :. - I'~·~.T j;~ ,:. ,-r' - ~;: (.::' ,. c - zo ~. = ~~ ~.., ~:' 

SoCal argues that sllch;';a.:tesult denies. it~:,due2?r;~ce,~s::::~f law. 
"-,' --. ", "(:'" . , ....... ;:, " .-\' ~,,~ •• , .", ............... ,,..J.' ,...! ..... _ ..... ;-

SoCal- further~ argues" tha:t::, the~pr~p<?s~d ."pe~~~ty would 
-' ..... ~'~"''''''''''. ' .. , ,....; •... _. ~ "'" ". ~ ..... '..< ..... ....) ~ 1, •• '_'" , ..... ,.} ':") .... .). ~ ...... 

be a serious f inancial:;: blow: to r the"":Paeif±c&t±qht:i!n.9::"lJ.:t..:i.li ties • 

• 

i-SOa-
-, ... '"..'1 ... -
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' •• T_ _ .. Co' • '" .... ',T:: ... ~'., ~~ ::..:~ ~--: '~) ~ ~ .:.:<~' ',. =-.;: i ':/ ......... 0:;' - ~;:~ i.:. 
",It. • .... ould be. so serious, in fact,..that·· 

: ~fail:-ness'~'a~m:ands~ :all:" oppo;r~uinfty:,o'n: the.').:. ;'~~.::;; ':.i~, .--:C ~ ::; ,~~.:::: '~::::, 
, :, par:t. of SoCa:l Gas;' .to- pre;sen\t .i~ts, case,. ',~ ~, .... ,', 

d'i'rec't1Y' 'to' 'the' Com.i't~issioners: 'in o:r-a'l ',-'" ~ ,,".,'~ ... :;. 7 ~ : .;-;) .: 
" ...... - , - ,. .',' ,.,.. •. '.". " ':.:. l""" ... ... .. ~., -I"!'" :.~ ...... r ,... - ("> ,... ,'" f r ' ", • r,. .... ,.. 

.lr~u:nent-.· . "''''' .... ',.. .. , .... ~ ... , ...... \ .. ~,."._.f_1 ~ .. } ... /_,J ...... ) -..,1\,:",:,,: ... _ ,...;~.~"" \ :j';'~.'':'.\.,Jl: 

SoCal clalmS:', :th.it=: -tb-e=: (P'il~1;f ic: =t i:gh:t:i'L'l:g';: O:t-"i J.!:i'.t:i e:S: 'had' :combi.ned::.';: ',:' : 

netearni"ngs' 'i'-n':: -!:~8l::; of:' :abou:t ;SlJ:~ m:i·l1;iron:',G so~':1:ha.~\1:ne :pr.oposed:,: 

penalty a:ndo.n:ti-' t<> ove.i: : 3-'0 l-:':O£ '!9:al: ;n:e:t :ea:r.n:J.\n:9'~:-: c~ ',:' ;-;:. ':: C ~ :: '>:: :; ::: 

.. ':' SoCa~"~motlon~ i:s:::\.l'rip:receO~nt~d·~ \~:'Xhexpub-lish:edn aqenda<; 

is onlY'0ne:'step: fn~"a: J.ong::proCe·s:s:J.:~ The:: r:e:commended;··d:ec.i:s:ion:·:·;':<: 

descri~ed:':in':the::age:nd·a::is;:'riOt:·:a!wayi:;.the):ac:t"i'ori;iJ.ta:ken:1 JOy ,the,;;,;, :::,: 

Commi s s ion ';': vi ri' cann~Ot: :he-i~?': ':C>u t)·Oe :t:r ou~le<t.: b:y., :the2 "P:);eced:~ n. .. ·c ~:tha:.t:, 

. . ...... ":-SoCal':- ha:s:' ::-a'1::re9:e~ n~i':'tb-e-r~ :new-' e:v:±:d;e-n'ce norM':-th:e .. ::i:n.atrJ:ity 

to offer 'evidence dU£in;g::··tb:e:::proc'eed:rngs:: ':q:tJ~as: aJ::J:owed)ito) ;:::;;..:: 

,. :i:le:f'£ve':b£fe-fs" ·in=,·~t·ne:two; cis:es~:c"ombi-:necr. ~:~'!;c,:d:i<!::rio:e ask for 
oral' ':arg'ument>at :any '-ia:r1':i~i~' s:tacie:':of ;th~ ,pr.oc:e~:ing;s:":: i:i'J:):'o~;:: ;.:,:.: 

SoCa1 selectively cites past Commission deci;:s..~n:s i:n.::c'~~ 

fashioning i ts'ai,gument ;:.eha:t: ':t:he: g.U:·rd:e;f:i~ne:s: to: be.;~opt:e'd in 
\·_,-'~C:":::.' ;'~:i:<-:-' vC;'?_ -:;1:>';' \"";j:'~ .(:':"r);:-I ""'0 \/~ ...... ~.r)c 

A. 60 8S 7 shou1d:, .. 0e jappl ied:I,:z:~~r~o~c;t~~~J;y ~;, :.~~ i~~;:f~~~~~i; ts 1979 
CA.'1 proceedings iIi"-wh±CJi''::t1:'ie ;:i~as()riao:len:e:s's :-:o.f;:::i;·t~S,;:NW;p:urchases 

, :;~. ,~:,:t': ~_ ... IO:-;=~c~~'->: ·~·:·'~;.:r:''')-;:.)C' \:,:''--~,::'':,:.-:; .. -::~:: .... :"7:,. ~ 
was ralseo our lng ;;the :hear l.n9"s,~'and -,a,ddre~ss'ed' ~l.c.. the _de;Cl.Slons • 

... - .... """" .. , -~~'_' " ..... ·_.-'''''"'u_ ........... ~_\., ..... , .... 

In 1:). 90822 dol ted :Sep't'emb'ei i 2',. ".:);9'7 9 ~I ':'in::-A, ;:S:8:7 Z¢ r;':W'e- ';!st:&ted : 
4t ::: ," .. : ..:... .?~-- .. ~. • ~ \-~ c: ':; C.'· • , .. ~ :~ .• ~ ,'-")1;1 :'C<~7C\·~ c- ."':; ~ .~ .""1: 

The staff: al~ ,ralsed ::he, ,t~ulatory,.lssue ;ot: Scc,ar~.'s.-" 
polieycof·,purchasiDg;cw'dlan ;9as::~¥.waY:of.~i::rle~ :;.-':.: ~ 
}ror thwes t ,l>,ipel1Pe ~co,ipo,ia tion ~,artcl' ~ P,G&E:a t ~ : = 
a ~hole~ale .• :pr:ice,~:~i~,~ei. :;~~~"'1;~~ ~r~~afI ~:: :~:~; 
prlce ,:SoCal :char·ges ;ll.ts.,,,lowest .. prlOt,l. ty ' ... _, .... 
cus tomer·$.': ,vAccording ~.to >cbe s-ta£ f; :, it : is: :: '~,: 
SoCal '~:::s,~ply:~~ol;(ei~t:o~,~u?~~~I,~of.~~ne: ;~:~';:~;' 
gas that .1s.c,aval.lable-_-~hl.~e',lpr~,~~1l9·ote.e.-\:-:.; -'0 

,gas to GN-3-, GN-4, and GN-S customers'so . 
··as ··to:~~rese·rve~a :narK.et suffieient~to =;~~~: :~'~'-.:;: :.. .. :, ~ ;~Jv~ 
absot,b" tbe~,gas_supplies .. ,S,ucl:J.. a practice .. ~ ~ , 
iricireas~s"SoCal's'rev~nQe'ieaairi~~~~~- _~·~O~ 

" .,more·:thari,:>S26:;tnillion,:.over:the;amO\let;,;:,~j.:: 2;,::'~:::-:<; >. i'e 

.-

• 

• 
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needed ;:~~,r:e. . .::t,~i~ ~re~a,t,i v:.e,~y. _h~gh .:l?,~,i~,e~ ~ 
9 as not .2ur<:~ase4~" 'I'be ~s,t,a:£f. ):)eIle.v~s: ~. 
this Commi,ssi,on' shoul,d :c.onsI..der~ ~~wtie:th'er:.::: 
its ra temaking' .,mecb:anisms:maY_b,e:'·'OP'e'ra.:t::L,ng 
to modify .a~"utllitY~"s ,~o:fi~r:a:tln'g :practt,c'e~s 
and. the" ~est ~6f -reas,o)iaoIene,s's:.- _c:o'i!'ow:J1ng 
is the staff!s:position:.oIl",these:j:ss:ue;s; 

• < T' _ _ ,J .... "~' _ ..... ,,_ ... _ L .~. la" _ \...,....... ""'" ,...,. 'J.~....... : .... i _1 ....... G 

I These- issues:;'are·:'characteri'Z'ed.-:~s'::,:::; 
~ latent, ,",because::-the.:staf£,;has not::,:, 
directly raised?any= issue~as·)toc:':;r:
the reasonablene~s~of SoCal~soc ?(~ 
supp·ly':'policyc'in.: this::proceed:bng ;:0':' 

This acquiescence is based,:,':in:"".,:::;~'·:; 
large part~· on'.~'the"Commission 15:" .:. ;::":;,,-:,, 

- 'established'::.rate; e1esign;,,:policy;;:),., -:::; 
As will be': shown.: below"t~any:: . ;':,2');": 

,departure: ,from exis.ting: rate:::.':.: ':;';~~;;:'\) 
design policy calls intoSquestioo::,:;: 

· the, reasona~leness.~ of SoCal t s '-
· s:up·p.ly' policY:: '.':~:~::: '":::, ':,' .~:.::- .;, ~ ~ .:,~ ,:~ ~ ~ 'x':::''' 
'-'."_ -..... ~,., to, I..._) ........... ~ ... ,.,I ... ~ ... ,,:..).,:'I ( ... )~,~ .• :r. ,~~~":. .. ':>: 

.: "I Simp-ly stated:;:, $ocal 's..::o so.pply-..::.:,. . :-:~. '~,:: :::,,"~ 
:.,: po-liey is-: :to,:bo.y:: all: of.:' ,the-.:, 9as~:.::. 'X'(;': ::::..;:' 

· th'a't~' ·is::.avai:labl'e:;.wb:i:le::; p·ri'cd.:ng'..: ":, .:,\,,:~,~, '.1 

· '~'the 9'a'S:~ :to::'prio;ri ties:"'':: :3,~;; :4.;.;,;~andco':) ,', :;,i: ;'; 
,5, cu,stomer;g.:; so:: 'as ':,to .preser.v.e az:: C~;:':G= ;;: l.::) 

· :: ma:r:ke:t '$·o:f £-:ic1e:n:t:: to~ 'abso,rl>:: ,the':: -: •. ;:.C ',:,.::, .;.. '; 

· ," ·g:as; s'upp:J.:i:es~':, ~ ~(·Tr.~ 7;'4~~).~ -: !the': ~):-::::. ~:, ":.;: ~:~ =- . 
··ra:t:ema'klng:;::consequenee:s:: of~thi,s;~o:;-3 .'7':C):~ ~ 

policy:' ~r'e ~i1::J.'u·stra ted::; ,by: the:~ :; c:;::: .... 
:'tes'cimony; ·th:at'; :el:i~na.ti:onof::; .the..:::: ":, ,~,:: ~~ .~ 
NOr',thwe'st>P:iFieline:,'-Can:ad.ia:n::,:suppl.~',: -:: :::; 
:fr.om "th:e:,:'g:a:S::ba'l.ance~ :r:educeS::;'ithe.) ;:)y:< ':::::, 
tes t :ye:,,;,r:' :r;even ue': :r eq,u i'X'emen.t~: by:-I::': :,~ ;.' ~~:: ;; ;:' 
mo-re =tna'n :S:Z6~ nti:ll'ion:: ':(:Tr ... :p: .. :'7:32.~)::,;:;::;.,:.;::;. 
wi-th ~r,esul·tirig.. 'inereased: ·curtai-lme.nt: :: ~ 
of only p~iorities 3 r 4 r and S.:.222-:~2 

. ·,(:Tt: •. p •..• 74.0 ... :),,' ,llt.bo:ug:h ,no~ ,.ca.lc.u.l,a- .', ., 
"t"lons nave:' oee'n rna'de as "t:o'-tb:e~ -PG&E? ~< :: ': ~,(: .:;:, ': ~~ \',~ .. :~ 

.. ,' '.: ,',':, .', .;,";, , suepl,y.>·{Tr:~':p:·.:: 7:4:0:)::::the".-e~t: w:o'ule1 .. ;,~:",,-·-, .. C'/, ;".c·" '" 

appar~ntly.. :be., .s.imilarw,. "thO,ug.h, ~o:f . '.. .~ ~ ~ .. ~~= . ~. ': -~ ... ' .. ~ 
• - "............ "'" "3'. ' .. . . . ' .. I -.. , ) < ". ~ -- .'" , ..... smaller magnl. tuoe-. .... :. - - ~ - .. - \ - w ,'-' '. • v,.:" - ~,', .... 

':, -::~~~:",:.:'~> ::·t:~',-:~.:t,:::,:·C\-~ ':" ........ , \~r ... ; :r·" ,. f ... ~,-\,...,7J II' ::'\,:~' 
'The, basie ~atema.kiri9~ ,qu'e"s:t:ion ~r'at:s'e:d 
by. -:tne se .-t·,t'ansac'ti:ons' r s' :as. ~pO:se,d::~ ':' 
,bi -sta(f 'co'u:ns-eJ':':: ,: '~V;ou'l~d. :,yol.i::o:u·Y· :,;~ 
'" _ ,-., _ 'c -"oJ ............... " _ .... "',: i\.'~_'..-.. , .... ' ... J .... ,.:,..;.} ... .;,; ... d ...... ." 

... ,o.' •• ~' .-.:: "'; ':: ,.~, -= 

, .... -S.Oc-
' .... ~,1 "M 



A.59929 ALJ/md 

thti '::i~':s ::i: ~;th:ei'e' ;'were' ~n6 .::J5.il:i'ndJ:'ng<':' C'l ';);": 

acc:6'urlt ~tr:eat:nenti"": (Tr'~' ;-~P'~'=7;4'2. )7:';';' ::;:, c;' 
The'· :ans"~'ei";i's '·'cautioo.s':~:,~ n'l'fle:..:.w.oo:rd': ~~ ~".= 

"," .' , ... , ". I ,,;.' " ..... ",". ,- -"'It '.. I ~~..... .....1 ~.' ":- ,...., ,* .... ,.-.... _' ... 1 , have ·to come"'ln '"more "'ofte'n';;for;~';/· '.'. ~-, 

.,ge:net'aI:-:r a'te ~ ±~nC'r~eases:: to~see :::tnat ;'0:7:" <):; 
. our::-,eoS"ts ~~r.e-·eove-red;,"'·; tTr~ ~p': 743,~ )';;;::' 

Sin'ce'-SoCal':for ";severa~c-years :has .-::::: ~:: .. 
sOllght'~"'general -::r.ate :~increases as:1 .-:'::, I 

often as.~poss±'ble #:: this;.:.isca, qualified 
endor,sement:.:of.; tbe::general policy.,,:::: 
The point~:f,oI: tbe~:Commissiot;i:;,to '.~'.-:~ 
cons:i:der·:±s:: tha t<± ts i owt:\.i ra,temakit:lg 
mechanisms~,may be opeJ:atin9"::~o :Z ~ :'i".:' 
mod ify j a,: u til ± ty'~ s·o:oper a tinge ::. ::'::;:..:. 
practicesoandothe~tes~~of~reiso~able
ness. If ,,,": thi~:-ig.:: in1:ended(i :the. ... · ,:.~.:, 
Commission: ShOllld; so s.tate~.~;_': :CS,taff 
brief~~p~~2~3~) ~~~C~ ~~I~Oq ;":?!~0b 

", r ~ '-".r .. -:\ - ~ '"', ~" ..... ", ... " """': -. ..... ..... .. (" ....., .,J, 

"The staff raise's'-"an- 'issue" di'rec'tlv-' rel'3ted 
to the rate design issues w'e:';mtls<t··ad<~:ress 
herein. As:·: long: as' ga:s-'):rates; ,fQ:r ·i,l\te~r:rtlp·tible 
customers:' .. are-:'set:~t,:.a"pr:iceo:tha.t ·a~ti.~:ast 
recovers:: SoCal:~ S':'co's',t fore, ,the;:, ..i.nc~r.em~,n;t:al 
high coS:t;quanti:ties,:·o£~ g,a.s>:to-):se:r;ve ~t:h~se 
customers:, the-re-:·i,s :no :b.ar,m:; to~SoC.a).~:s e 
ratepayer,s-:.as: ."':; ,who le::- be<:'a,us.e:: :t;he ~s'~rfor 
this higher"::':'priced7 ~anadian::,g,a,s::ci(s2 r;e,c,overed 
from those .~n t:er r:upt. 'l.,b·le::· :c:us:to~e,r;s:;, ;wb.~::"use 
it. For this' reason:: .we:~ :adop.t :r-a:tes:> ,f.e:'c 
interrupti!:>le .customer.s.: ,th·a~t-:::ar,e·')l1.g:h:.:e:nough 
to recover...: :SoCll'~ s-'coS:t"": .£.0'1:; .• the; ;hig·h:e:l:ol 
pr iced canadian.: :gas ;:. :.thi.s:, ,conc-e?_t;: :wi~l:l:: :be 
discussed~ ftl'l:.:t:h:er.~ ;i-:n;:. :the.; :sub:s~que:nt ::; '::: ::
discuss"io'n on .a:I.ternati.v.e:-: f,u'e:l :cos:t ~a:s:.;~ 
it r:e la:tes~ .:to. x a.te-.; :desig.n .~~':~ i: :,C2,; ~p.05=- ;2;d:. ... 3 4 0 , 
353-355 ,) ~: ;".~' ' ,:. " ; .... : ... ~ ,', - .... ~ - '". 

• • t· .... ,. 1.1 ",- ,... ',' _) .... -' ... _ '_ ...... _ ~' .... ~ • , __ " .... CI 

Several partiei;.~:iit{ori~d )~i'~r,eb:e~ar:i:n9~ ~O.f~<:D • .g:O-:-8'22. In 0.91095·, 
--,~..,., ,~.".--, \,.1-' '~.l-.I ~..'....,: .... /;. i'·.:.'·:>-.....; ~-~w'i...;~ ~;-~C.\:..;; 

da ted Novembe i~ .30:,..: 1."9'.7,'9::': ·.we) :dented· r.e-he.a:r.i,ng:,.: c~u.t~ added seve r al 
• ".,-. ..... 1"'- ...... ...: .............. _;. •• ~_ ..... ~:- ~-.. 

findings of fact,'incl:ud'ing "the' "'fol;loWin~:,~'''<:~·c:'\~;:' . • '.' ..... ,1_:: .... ,,",: ~.; ~._;: ::. t.:, _ ..:... ~ ;':.:; 
"36 ..·Socal,' s."po,l.icy, of. E.ur~~~a;,~i~9~ _~~.n~~~,,~n 

9 as: :a-t, ·.a~ .~c:os:t: ':h):.s,hEtr- 'tha:n its"'-sys tern 
aver-ag·e.: ~rates _i-s: -reason"'a:15fe :~so:~'J:'on.g: 
as -r'ate's' 'i"or- ':tow ~rj;o'ifty ':::use:iS ,~. the 
principal beneficiaries of that gas, 
are set high eno~gh to return that 
cost .... · 

.~ 

• 

• 



~. 

• 
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c, •. ,;"::,~,:,.r::; ""~'_"~' ,\ .. ~ , .. ",;--. ~~:> ~_~:, "."~I,:j o:r ~")'.)~."",..::':co ;o;.t ":tcf:)Ot'1. .1 .... 

That decision was less th,j.n three months 'Orior to SoC.ll's .. 
• • ~>:;!:,j ~~/':"<; .. ";.: ~~ ~~..::, ":il:-'~ .',:: 

ini ti.l.l 'Ourchases -that are disallowed. i.n ,tbis .decision iJ:l. 
,;. .. ~. ~ '.).... .~ ~._""':'I > • .-'. ~ ~.; ..... J .,).-.... .. _ '_ .. ,)".,' .;,.. ~:.~ .... , •• .,;.. .:~ "'{ ~/ .... :. _ ........ -,Cc. ,::,,~, t:.:,; .:.,':J ...... "".:';: ~)!""..... ,'-or 

A.S.9929.~<>: '~I;~:~' ':~I /~j".:~':' -:.:~= ~"'-I:d:<"f~ ~O;~;:;'::·~O~~2:::~-:'.~ £> ,~/t~ ,~/.~ ~":E~':; '~:::I"':~~ 
In this context we find th.:lt SoCal had suf.ficient' 

" ," '..>~~",,'l.='" ..... v!.,..;... l:" ~.~-:...s ,;~-:'~8'\-::~ 

warning t..'la,t the 11 latent'" issue .had,.:. been rende'red ... It'Oaten.t''· -
__ AV .. ~ .. ...... J. I,," _" •• ' ... ,.; __ ~.+-!="':i ..... , -' ..... ; ............. ..,Jvc.. ...JC'.Ao.·_~.,,_ ;_ ..... ,: ... ., -::-);~.:. ::.:.1......, • \ 

by _the ... Ca."l.adian pr,ice, incre,as~, •. _A..t,-. the~:,t,~ln~ . i t~ p.ur~a.se~d _t,h~~ ... __ ... 
......... ............ _ ••• ,... .. _ .... ~.,...J • __ ...... '"- .... ~ .,.-.,'-.' wi" .. , ....... _ ........ ' __ ~ .... _""""_ ~.o ____ .·. "",,\ _c,,_ :;:;, ..... _~ __ ¥I..,.!_ .. ::., 

gas SoCal .. :ohould.have _nad _ in ... mit:ld .i ts .. obl,i.g~ t.i~.I?-.. ~tO-:,.., demon,s,t;r~ t.e~ 
., ... __ '_ .... r'''.:..'"":.._''-. ' .. , ....... '--' .............. ,_ ..... _ ._ ..... ' " ... .-. ...... ...,)w ,,"" .. ,~. _ .,.t ..... """' ..... _, ..... VWl.-_ ... I._ ........ I. '.,.I' ....... 

the reasoo.ableness.,.c>f.~its_.ac,tion~ .• ",_~~ .. "_," _"\~_ ... _ .~ .,",,-, ,; . 
.. ,...., .......... ,._, .. , ....... w" .• .,i..) ,' ....... ~_ ':.,, __ ..• ., ...... _ ..... :,1~ ..... \ •. Wv'V ...- ............ __ • .tc~ ...: .......... _ ....... ' 
SoCal' s calc\Jlation~.ofr tbe~ fiI?,ancial impact. of;:. the. _ 

.. ':: ~ ..... _ -"'.,J ~.'_' __ , _ """{....,.:..~ • ..: ........ _ \. '.."i v \ "-..:.... , .. ~ ::"~~.\l:;J::·":'~~'~."''''' 

proposed 3;1.e~isio:ls . is_:nisleaCiing.. r.SoCa.l,..igl)p,re,$;.,.t.l;le, ... o.f:.fse-tti.n9 
''- <~'_' ....... _., ••.•. , , .. __ .v~~ ....... :J_ ... , ... ~,,_ ••• ,~~ __ "-:':. ..... , .. ....,. ..,.,...J"--' __ ... ...)..J ' . .J_.IIo..J ..... ,:..;....; .. ,.,.; •• ,_ 

·:eatur;es -0: ~ the·,pro.posed,:decisipn,.. in ... ~ ... 6,q.3 39 ,~.: .t..p.e ,r,ecoy.e,.r.v _~~~_ ..... ..; 
, • c ~ ... , ~ ............ _ ~._ .......... oF .... 1 ..... _ ..... __ .................. l"t !.!.,"'-,.o-~"""'~'~'_"" __ 1.1'_",;,. -O ... ,.. .. J _, ................. 't:=:' .... ..:.. .. _.j"".., . ...:.~'-

franchise fees and carrying ... cost,~.[on:",.g.as·, i}~,,,s~t,9r"a.g.e._,", Al:~h~,ug.h ". ~ .. _ • ' .. -'_. __ ... ,_ ..... -.; _ ,",C~" .... _ ....... _ ..... _ t ... ~., '-"_.",\ .... ......, __ "' ... _ ...... 1 ........ ...) ............... _. 

the effef=t .of~ th~ l.ltterc. is. not.'-,erua.oti,fi~d illr t,l;l.e", .d,e,c,is;ion,. "the 
........ , •• " ................... ' .... , ..... . ~ .. _ ... ~ .... ..,J ... , .... ,_<..,) ~"_, __ &., •• , ...... I .... I ,".1 .. ,,,,_ \v ..... !.._J •• ' ...... J i .... ~ ... .." • v .... 

probab,le combi.ned._resul t is~, in a disallowance. of~ . .les.s;. ~t.h~n, : ____ , ... .. 
•. •..•• ' ~, ......... ' _ __ '":"-..... ...1 .... _t _~' __ ,_ '.. L~ ..... j w".,\ ....... 'aJ,· ... ~ " .... , ......... _\.I ;;.;.,., ..... Ioor. _,:;.~..,; ... v"-"- " .. '.) .. .. 

S20 million. Redu~ed to. ~~:~~t .l!;t~~E:..:·.~~:::,.:0;5f!:7P8'?9:) t~,~~_?.;..05.;,a:~ ';;"s.:;,:" .::::: 
infotmation·,. therproposed penal.ty .. is ,less_ than __ ,.8,% ... 0·f,. ~98;l ne·t,. 

.,._, ..... '_,. __ • -f •• " ~.~-".~ . .;,...,,, .... '_-' 'I'~- ..,; ..... _1 ... __ ..... _ --' __ .... _.~,-\ '",j ... A...., .. Joe." :::> ......... ..:..;.,~ " ...... 

earnings. 

is denied • 
..".'F-=i~n:.:::c1:.:i:..:t"'::I.qIl.:St-,...;9~f~:!?'::..;a~et.:::._ ._ _.- ' .... _ .,' _,~ .. ; ... _ ...... 
- - _'" ...... /_ ... \.1_ ~, ......... "-' .... '. , •. ..,._ '.~j.;:.~ 

_ • ., ....... ...J. 
_ .L,.~ .. .. 

'~ ,. 

'-:',~. ::, ..... :<.1-:: ,,~y. ~,:~n'!:~r.~;~e~~_~~o~.,,:.:;;>. ~~~~;~ ,.?::.::e?vD:.e5~~J! ':.S::c:.~:...8p~,) ..... 
SoCal was authorized to reduce rates_as .... .re.qu.e.steO"""c """" ,", ___ " ...... ""- ~ .• 

"' .... __ ...... ..,...,., ... h .. ', ••• __ ~;.' ... _ ........ - __ .... _,.; ...... L..~ _ •• ,~ -.c ..... "" 

2_._Certain iss.ues.were,deferred.~.by 0 .... 92498: to", t.h.i.s second 
_,~ ...... ,,'_' ___ "r .. _' __ ... _ • __ --:'.;, ...... , ..... J~ ..... ,_ ...... ~ ... , __ ... j~", _ .... "..,\..01 .... _.:...,. ,.- .. ,,' .. ~ ...J ....... r .... 

phase-9£·"this.'pr,oc~eding.-.•... ~ -- .,' .. -,. "-..'--" IO..r,~,.".,-...,. ...... ".-~ 1'\ ... 1' ... ,._~ • ..: •• . _~ _ .... _____ " ... _. "'._" .• __ ,-.....-_ ~""''''_'_'_~:..J, ... , ...... .-.1 __ ..... ..)"' ... ..... _ ""'~I,,,:,l ... 4 .. .., ,.-1 ... _1 ..... 1. 

3. The deferr~~-.:.;,~~~~s,:;el?~~.:;;:t:0 \ :~?~::,5~a..;;2p.~~e~~s~B'f;.:).:.;.::.7:.z 
~ ~ , . ~ 

Socal.~:s::rec;~~ded:;p~~~a~~~.,,:9~~::~O,s.:-t;~~ !-.~F ::-?~? pe~8-~d{!:~~;r.?-aryc ,~hrou9h 
AUgust 1980. ,~,,:c:.:.:.:,~c;.::!.::!y: e::::;",: 

4. During thiS period SoCal'5 affiliate l?acific Interstate 

hac a contract with .~~ to purchase quantities of gas which ~~. 

determi~ed to be in excess of its requirements, while Pacific 

I~te=state agreed to use its best ~fforts to sell such gas to 

• SoCal .. 

~:: -50e-
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5. SOCal is obliged to buy all of the NW 9as purchase~ , 
by paeifie-:':I'~~t:e;;st~~e:'''::'·,:'::: ;:;.::~::;,~: '\'."':;':: ;:,~::= ::~:S'.: :';~ .. ,; ::o;:~l~':,.~, _.Jr:" 

,.~'- .... , ...... \~"' ... '--!Air •. ,' , ...... c,, .... 'I" .... !' ~ ", ~~ .· ....... t' ""!',..".: .... _,;"" ...... ,.;_ ..... !~ I",..I._.~_:. 

6.. ''I'he'' price" 'that"SoCal' pays- is ~ based on'-the~'Ca:tiad::i:an, "bo'rde:-
pr ice paid by NW' # a transportation charge for use of the NW' C'::; t21?;: • r, 
system .. :~-n~r' 7a,:' 'f~;ei :ch~~e~v:,; :: ;.';;-;:: '.,: ;': ~:: :',,: :: X 0.:' r:c::' ::::. ::: !".: 

\1_. __ ,"_'"_" : .... ,' . ...,.,.\~ .... ~.{ .. , ... "-,:.;','" :' .. ,_", ."" •..•. ,', 'f_""'rJ.._, __ r1f .... : ........... ....:~ 

7. 'Dtir'inq this· p'eriod-SoCaI"had'~a-contract wIth PG&"E ~:::,;::::.:j""" 
• "... .... .• " .... ' , ..... "" 'I .. ~,,.M • ~"? ,.... .,."' ... ; ... /'. ..\ ~·1 .. /' .. , .. ""t ... r" ... ,,_:.. .... ,"" -. - 'r' f .... t!' ,...,.. ~ ~'"' .. :.... • _' 

providing 'for- '75~ rrl1l'lion'. 'cubic"' fe'et per~day"of -f:!:rm. deJ::1:ve'%"!es "and> 
• up to':ii :rniili·o:r{'~1:ric:feet:"daiiy. 6f':best-~fforts;;s.Q:ppJ?·tes:~:'c<:: ~~;:,;:, 

8. 'I'his contract was approved':;byJt:his~c~mm£ss~ioncolio:::;>:,:: '::,;~: 
December', i9~~:' 197e:~by Resoiution~~'ci.2259,>',~::·~;':~:::i ;:,:;;, :.~' :;:.:),:)2 

C.,-' .",." _, ....... , .......... -,,., ......... #""·I~' ... r--.~'J' .• ' .. ~---- -.... ;, ,,",~-, ~~;, .... :-... , :....,"j ... , ... ,,.,~~ .... ....... 

. '9.' Under 'tbis' contract--'the pr'ice '·was-ori;-inaXl':rne'c;ot:tat'ed1 
.... . 

between 'socii and·'PG&·E.< B~~i';.rlinq:'with:.'r):9t726c:d:ateO:'~~Ap~£1:Z~; =:t9:S0, 
• .., : • • - • .","""" .. , ,,..,. • - - ., -'.\. ~...... .- ,'" ,., 1 ......... , -..... : .. ,- . ., '"'" I' -- ":.. ,,"'.~' ~ _ ..... ~-.... ~ 

this COr.l.."O.i's·sio~:ha:s-e'stabli'shed .. t:he·price·.:··~·-·-..,., ~ ... ' .... "--~ .. ,._ ......... _,--
_. 0_,', ' ..... ,' • .' .~ ,-;" _ ~. ,-.. _l.. ,..'. ,.... •• .. ......... ~ ." ,..,..I.......~ .. ... .. , ~ .' "'" 

to _" On~'J'an:uary- 1'S', 1'9S0'~" Canadian off:tcials estabJ?is'b:ec. :"a.' ~,:-:", 

new border~ 'price ~i:$4'~:47~'MMBtU:~ ·ctr .s·. 'Y ~ fo~ gas 2 exPo'rted:-:'-to' tbe;:>:::o-:c:: 

•• 

Unitee.' -st:ates-~: effective~February"~17,:' I9S0. 0: :)~,~;;>;;;: . :-:c~ ':'::l,~ c·: ~ • 
il;~' -Ba'~~don the'-pacifi~ Interstit:e-Nw~~contract; tnelcostc~:e:; 

gas to SoCal was about $5.16 MMBtu': . ::::::?:~l;:-;:::.~) 

12:;' :On: FebruarY'el'i; 'l'98:0',;OtheG ERi ±ssuedt,;Opiriion ~d Order 
!lro. 14. .;;'::i:~·.·.,? 

13. 'I'he ERA found that the Canadian border pr:fce::w~'$-not~d::~ 
" < -' ~-: J • .," _ • .< f'" ,- " "'_ ,'" '::. ~'.,- , .... ,-. 4'" ,'f ,_ • , " f ......... /~;- .~, ..... 'r' _ , ••• ..., .... _.,. ... - ~ .. 

reasonabl'e becaUs'e- o'f' the short 'timec."that,'elapsed·'from: the ca:lculation. 
of the price to it-s>i:np:ieIr~en.tad;.on:;-·,: ',.::';:':'.~.'-: ():: :'::'):':':'-:"~::;;;;';::' :;';:",: ':..::;~2 

- "... . ,.' - . ~ "_" , '. ~'_, ,., • ~' " ft,"'~," -,' ". _ ( " ~ ., -". J;... . ~ __ . • ~ ," 

1'4~" The' ER:I. allowed the- continued ~ import"of Canad±a'n 9~S 
where the gas II is needed immediately to prevent:,.I~:'>sev.erer:adverS'e;,:,:-; ~ 

• ,~.-., ... , • ,", .' ," ........ , I"· .-, .' .... -,. r..-i. .... -..... - " ' ~ ; .... r. ' ... ' :":' •. ;.~ . _~t'T'r& '\' 

l.mpact"on- the p'1lbl'iC"'heal;th,'-''Safety-'or'welfare'';;'"' _~'_';.J ... ' ~J,._ .l,. 

:." :"':'; '::',: '15:.-: ·~·On-:May:·:-J.-S;'·' 198"0:: "the ER.~.:::announced.st1i.atCIt:he~rder ~~prf2e>2 

was reasonable. 
- ... ,' •• ' • ~ -.4 \' 

:.1... ""~.I. ., ,~, .~I 

~' ... : -51-

-,~ '-" .. ,.
'/_, ........ iI..' ' .... 
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,,16 ~ :. : In::'tne:::meal'ltime ":Canad"ian' o.£fi:eia:J;s.'.:allDOW:lCed>2a:'~lrevi:s:ed 

priein<;·,:mechan:Csm resul'ting fr·om~:neQot,:ta:tions;-betw.een·:tr:':is";)c::'an¢':.::.s7::'~, 

Canadiar. officials. . ;:!::c,j::; j:;:,,:::-:, 

17 •. , ~SoCal·:made';:sub"sta:ntial pureh'a'ses:;of Nw. gas: f.rorn':Febr.uary 

18 through;:Apri'! ':19:$.0, • . :::.:-.. :.. : ... :):~:..:..: :.:--.. j.>:::.;; :::: -::-:...:::-': ',:-:u:,:::.O.::Ci-:':':;2.'::;;' '':'<:';':':: :;.'";.,:..;c: 

18. SOCal made no purchases of PG&E best~ef£ort::Sl ga·g; i:.Xl;'';: ',:"/:'::;:;:: 

February, ·:March;: :::or ::;';'prj:·1 :':·19 8:0:':'- '.:::..::y:, .:: -:.:-; .:- ',);::; '::-=':;.:1-;'(;:'='::::' :::J. • ::::: 

19. PG&E best-efforts gas was available:to:;SoC.al:..:afte.r:..::=::,.:..:l::.:.·::,> 
ApriI-·4.'~·,>":·'· :,:"".)': :'~~"-'::: ','J':>_:"':'::, _:::1~~: r:.":-':':~~~",4.=':~; ,:)~ ... :.':-':'::C'~I::C:~~ ~:"'::- .z~ 

.. 20.·~::DUrinq'Februar:i~and'::March".::SOca:J;i.::was.::q.en:era'11\y':Wit'hdrawing\~ 

~as from storage. . :..~ 0 ::::) 

··21: :'DUring:'::Apri'! ':-Socal :.was;::aJ::most ::constantly:":i:nj~ect"i'll9 .gas 

into stora~e. . ::;,::,; oq "!.;';.:;' 

':22>" Be9inninq;May'~l: SoCal :'purc:hased::,the add:i::'b~onal';:7'5, m:EIlion 

cubic feet daily of PG&E best-efforts gas until June:::~~ j'::':.,:,;~):);::,,,:~:~;:,,::' 

-' ~23~;; 'D~ing'':;May~:';SOca-l::':wa:s calmost':consta:nt:ly::j;nj.eet:i.ng gas[ 

24. On June 11 SoCal began undernomi:c.ating El Paso supplies.:;:-:-

25:~'·,:::on.:.:rune':;2IcSocal~:beqan-:.unclerllOm±natin9;''I'ranswes'tern'\2 

26. Undernominations of El Paso~supplies::>eo:c..t±llned~tl:ntil::o.;.::2<? 

August.:.' 2'1~~ :.: : ;' ~':' .,.'. ~.# ~ ,'"'::.;' .~ .~'. ~ ,:,~ ~ .. ::: '.'~',:- ~c~:-:.: ;',:"0 b~) ~-:-: ~~ :!.;:)::::..; ~Z It :' ~ 

27. 't:ndernominations of 'I'ranswestern suppl:i.e,s:>cont±nued.:::until,=-
October: 1·: .:;, .: ~.~., ,,:~, -: '.: ;: . ,~) :': ';;:, '~J:' ,;',:; :x{ ~ --::0-; 3: .:-:';::::..~") :,: ':~:-~3':':;:;3. • ~") ~~ 

28. Beginninq in February and through the spring SoCal::-:r!',-.":-':,:,-::, 

:: ma'intai:ned~ actual·::storage: levels:-substantial 1 y;::b"~9'hero.than: its.;:. 

target inventory level·~;::=~::· ':~':,:.'::: ,:,·:.::o,::<:>:,~ ~,:-::: :';0 2'C<:!.~'-:: :-:. ,;:;:-:~0::, 

·29··~: :.: 'I'he~: 'rea:sonab,leneSS-: of",' gas::·:c.tility::: purcha:sess:: should. be 

examined on a case-by-case basis • 



,'30, .. ': .. .Reason~ble:¢perati:on ':'0:£, a: ~,ut,il:ity ~:;,canno:t:::ber::t:'ed'l:cedct,o 

a daily.:,;,seq'lle~ceo,f,:takescwithout)':-r.eQaz:d ~o .;:supply a:nd;:demand7:"-:;:--'::-::::;' 
conditions. 

·~:_3:J:;:~.,':'I'here may be tj:mes,::~when::.;a:. util-it,y::,;'W;ouldbI:,eas.onably. \' ;. 

purchase discretionary high-priced· volumes and .simultan~.us~yo-:,-::, ,::.. 
serve i t5 Pc-5, customer.Sj,~ ";",' :;,- -.- -,',' , . .: -, - r' - 0'" ", ,.~. ~ <,,' "'? ,~ , 

, , ..... """ ..... ,t"J"..~ ••• ..,....' ' .... ·7'--'~'--_\..~ .~ ..• :::>~ .. ~~ ............ ~Oc.. ~~_ 

32. An alternate fuel price testCi:s.:alt:e.~s.onable:,t~l ,~nS:F:::>:.':': 

evaluating .:this ;:prac:t:i:ce:.. :::'~,.~::, ~:,\'~, . '~".,' ;~;:'7.? ::;j ~C~ ::;:::;'\- :::::::>c.' :::.:,oc; • ,? .: 

33. The appropriate alternate fuel price test most closely.:,::,:.:., 

yields ~the ..:tr'lle ~economic :::,siq,na;l~:.reQ'~cUIlq ;;~tb.~~,choice ;,:\:0,,: bnrn . g'as 

or oil. .~?S~O=2 ~o:~ ~S~ 
:.:34, ... ,--Tbe~pr±ce':of _,±mported,:.o::ude ::;oil:.±:S.2too,,:~emC?:\:e,:f·or this 

purpose. . S'?~":o;-;::: O~::; 

. :: .:35;;. ::The.~.:i:mportec. cruc.e'::.o±l!':-:tes.t.:does Ilo~;:,ad~quatel.ys:refleet 
":l.' spla .......... e .... t "'osts' '":" '. -~ " ,", -, "" ~., ,"\ C', .~,. '- ... "., ''',,~ ":: '. ""<: :'0 •• ~ ': .. ,-," ~.~, ," '::). -;. ,'" \.I. '"-'~ .. iIo .... '-' _."" ..... ,~ ...... _ '-.... ..-,,, .~ ...... _"-1 __ .. , ..J •. ,.",,'-" ....... 'l,;..\./"... .... ..... _-...1"::; .. ~, .. }_, ~_c"'-':) 

36.;.:::, If .1:."'le:,mtported:-,crude:.¢iljtest:is ;lJSed .;.'io.:,conjpne:ti~n: ~th real:;'stic 

underlift charges, the cost of NW gas exceeds the cost o£-;-cx:ude o::~:. 
, ,~ 

• r~_ 

37=-::')I'be'I;Form:-423:.:i:nfor:mation.:;;reports.1:.EdisoIl~s~.facil±tiess: 

charges in such a way" that the material does not reliably indi~a.~~:.;;., 

Edison.'.s::-:i::c.cremental;::;cost,:of:.:oil·~;:.'=:- .. _ ,,~.:) ;;,.-:0,~:: .::,:: ,r. ::-:O::::'Q:,:-:::: • .3:': 

38. Edison cur ned oil instead of gas in June 1980 ~ be~ause:::;,:.:/~ 

of~displacement~costs~=~~ ~::'Q~~0~~~C':~ ~o 8~~~=~~~~o:-::::'Gb~~ .7S 

39. Edison I s gain from tbe sale of No. 2 fuel o·il is n~t-:r~:)CO.:7::<> 

.~ r:" 
'"' '"l_ 

40;.:. Althotl.9h:')TURN.~s::.method::ia,ttempt,s.::to-;:-Jacco~n:\:~.for5d1~spl~~.ement 

costs, it relies on the defective Form 423 data,:_...,,::.,.::. '{':o~::::w::..:: =::.:,::::1,1::::; 

'4'l.::;':l'he;:;Form54:2·3:.;data,;:are::-notDava.:ilab-l:e:\o.nc.a~~,ur·re,nt:-basi:s. 

·-53-
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4 2~: .:,' -The" sp6£::market ,:~pr:i.:ce o£'::O £J.: £S' a' :;q,:{l?d-e'Iirie"::Oa'sed o~;: 

widely available information and imp 1 icftl:y =recSgrifie's ld:fsp1'aeemen-e° 
costs. ::=' .. :=::~-:~:: ... '.,;: '/'.'.: ;:~ :~.;::~:" .. ~;,-,...:.:" . .:;~:; :.~ ~ ":) ...... .:.,~=~~:'::,.= ... ""!: ::"':':,':":)::"\',':: . c): 

43 ~,-, 'Spot market pr:i:cesc'prov£d'e';';aJ'~cont£nui"%l9-i:me~sure' of -=t'Be':;' :::0 
value of the oil - a built-in loss (or gain) from the' sale, the::'':' c.,:'· 
most eas±ly':appl£ed:d:i:splaeemen:t:)c·ost~\::-)j~":.~'~2 ;:.' ':,;::'::)02: 0:;',:-::.2 .',-

44. 'The~~Spat:':rnarket:'metn6d:'±s:-:;tne:::oniy'v'ri\etned:tna;:=rec6'gnfz'e's:':' 

t~at gas ;:may'''be reasonabJ?y po:re!lased',wnen~:!the ';:cost '"'af:"gas'C:exeee'd's:~C::" 
the contract price of:'oiJ:/:-:wnen::~the,":spot2ritarke£';'!'p,rfce of":.afl v:; ,:;;.:~,'O:-:' 

L. . ..... ~ _, ~ _,' "- ..., ,..... r "L"~ ......... : _ .....,,. ___ ' ~, r _ ,.. _ ..... ,'" _ _ "', t _ _ -" ,'" -. exceeds "'the '~cost 'of ~gas; ,.' - ... ;. .. ,-', . -' ., ~ , .. '" ,/ .. ,:. .'...; - ~ -' ... --" - :.. . .,J ~ .., ."', .' ,', 

45. We find a strong ·correJ:at:i:on ::'betWeen =rate"~'des':tqn .~(;:: ;,;:,: .y::. 

cons iderationS ~ :arid ":'t'h'e ::'d:i2s,cre€,£onary,~g;,iscte'st.\~J :. :. o~ ::'.' ,~.;::::: .. '-

"-=':. :46. - ,"we'f±r.o::that,:sta'ff '~s:""adj'ti'sted :::Platt:,:s'::.j:'nforma-2£on should; 
be::uS'ed ~~for:'~bot:li purpo'ses;-:;)-:;::::;:: :;0-:' .>JQ~ :-: 0 l<: ':::)'.)~ :':Z:Z ',):::7 • ';'':' 

.... '~., ' ........ ~ •• " .~ .. ...I ..... " '. -. ..,."" .• ,~" •. , , .... :''''' ... ,1"".,..... -.. .... 
47. MY gas cost exceeding the "'hi:gh"'~end'-'of~staff "s: prf'ce ~-'''i ""'"' 

range requi·res:'a·:cor.vinc±ngXs'howi'ng::b'y:-ihe:J9'£S:~Ut£fit':l~ti~t th~ 
"'."' "" '~.... ~.' ..... -,-~~ ... "., __ " .... _ .. Cl'_.· "'''i_' ,"",," :",_.'~ ?o'(''';C''' • "''IaoI'''''' ,..., ~ _.;.. ....,...,,,..,:..,.. ~ ..... \ 

~as ·was -necess'ary '-to:· provide' -'servi'ce ~eyond .... p..;;s cust:ori\er's' _ .., - '. -'-" ,. - -'. ~ 
" .-:::. " 4 8 ;Tne "~cost ~'6f "~W qa's::: dur :f'ag: ':;tl1f's ::::p'erl'oo -:'d:O'~s ':no't ":.e'XC'eed:·:~;'; .:: C '.; 

the high end of staff'S pr;ice range. .E2Z ':x':::; '~c ~:):,>:":c::::~::, 

-~·":4'~.' :-::'SOci.l 'asstnnecl:'a sub·St~nt:.f'a'l·t;risk ';:heil'·-~f't:,:enfered0tbe·': ,;, 
sumner with storage effectively full. .: _,::~:':;::':;::;':",::,";.::.::.r '.C,::';"'" :::>?..:. .:.':~!::/~ 

5 0 ~; .. Ratepa;ers' ':sho1ifd ="r,:6'f 5h'a:r~ i~ :the: ;~risk :::a'ss\mteO:::bv . ':::: . .-
SoCal. .~":0=~~~~~~~7 

·,"5'1: ;'The --iesu'l-1:s:)of cSocaJ: ;;s,;,:act'ion.'s':Were'-toreieed:'biS .;.:. 

SoCal~ ~.'.! -- ~~.' ", ,"': ~', -,: '":- .:.-:: '.'~::: -:. .: .. ~: ::~ ::'''~S : ;~ . ..::;::;' ..:: z :- ~~'~'.:I ~ ,);: o,~, ~":~;'A~ ':'*):)~i. ~:.::.; t '~;.,;) (;/ 

~,52.: >'I~ ::sO'c:ar~had:;not':t:6uqht';:h~NW':~a:s: theie!~~\ild\:"'i'ave 26 

been a substantial irnr.'Ied±ate'"::benefi"t :".for ':ifs -;;atepayer;;f5:::~:.b ~,,,,, 

-:s'3';?''':''T,ne::'·reeueeo.'::S'ervice 'to":~':'~: cUStomer;~w~ul-:a. ~ba:;~~ed 2-e

to more oiJ:u'se '~i::n:~Feb'ruary.:':·~Mareh:;:·and ~~rfl:;,-:':;afloW1nq ':the: 'x::: 

electric utilities to burn more gas in the summer~ 

-s~-
., ... Y. '._,-
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5~:~, ::.So,~l !_;s:.;:~~x:.~~_s~ ~; ~ :.q.;~, ~~~,:l?:0~~:;,~~~,~o~~~l.e::l~~Se~:;;. 
on. -,operational "conside:ations.., .~;- ,', ~., ... ~ '-' ... -., ...,~, .... , ;,'.; I • """ ,.- '\"'" 
~, ,-I'.~. ,-- - ........ "-•. '.,. - ' •• \~._._ ... '1. "-.1,! •• ,.,.. ""/"' .. ~.' •• I,>.'~ ..... ··, .. ~ .. \..' ..... "oih •• • .... '-,.;.,j .... _ .... ~'V~ ... 1 '~ ... " ... ,._\_"" 

55. Pacific Interstate I s oblig'ation to NW is a function . ::.:.'::<;:':; 

of So~~l ~~ 1;~1;al. . .:na~~1;. ;:~~~~:oP:;;u~~~"t;-c~p.e;~:~=!-:~~ ~:;;-:~~~ ~~,~~aQ~ ~ ;:. 

up:~<;~~-;,;.~p~;~t~~n=~;:;i ~~:s~~~~q~,::,;.;.~~~~~ ~~~·~~o~~~~ ~~'l~~~~d~; c.~,' :: ~~:::; 
SoCal to .::~<?r9? , .. ~';:p.u;s~~s,e.s .:~~~in9:::t~,~·A'p~;:~~d.:'o ,)';).: -;0. :;;'j';;''';J:-;O? :);:';: 

57. Actual practice sugc;ests that SoCal~,s .. obl.iqation_,under"., ........ "., 
....... _I f,:"J .... _ ' •• ~ ...; ".. _ ~ ... ." '" ___ .... ____ <1/. ,_ 

the ~~ cor .. ~::,~c:~;:· .... ~~:;~t::~t?,~~:::s;:S;~S;:~-;~~~·:?::O:::2 0 ;;::.:: :,'l: .,:~:. 

58. ERA's policy. ~~<;;a;~"?i~:t?;~:-:~~~Y::;--;~oSS~~l ;~:;.~~~':;=.~~€~~::c!~ 
5~. ..Socal~s,c:.purchase -of :J~ .. "'W.,,9.as,was~.cotl.tra:c:y .. ,to ... feder.al policy. '" -.,~' .... , ........... _._ ..... -', ,.. __ ... -_ ............. _' ...................... "'~ . ~ .. -.l, ..... , ~-.> ..... _..1 .... 1 ____ ~ ....... ..,.)1./1- __ _ 'If • ~. 

60. The NEB decision does not suppor~ ::;§~S~~!:~ ~5se~~':.d 9?:~~o.r)C 

to pu:S~~s.~ N""; :5;~; ::;a;'t;e;:Ap;:~; :-:4-t:,~,:: ~:>:-:,.: ::,':,S':,zc, j'::; 0:) :,:: ~';::'J y:· .. ;' . 'i' ;:. 

.. 

.~ 

6,~: ;,~~ :s~~ _::::~ ~So~':'7~,~~n):e~~~~,:::~x~~~~~g:~o~n !:,s~\j;'t;.e~5X:-::: ':"J.-:D"::' 

California . ~::.:.~~;~~:~ ~~~O ~;:-:.~d.,c:an.,:,~~l?~,~c~.~~q~,":.s tB=s~~~~:s~:/~~d;~;o~~~ ., 
vol urn~':.::.B~:~,r ::<: }-~~~~r ::r.:~.t;~.~~d ~Rf::"t~~ ~:.; ::,th.~~ ~1::e ;~e~~x:.:'y~~'~'s <?;iQ inally 
authorized by the NEB. , ... ~" .... " . ..., ,~ .. , ',;>' "\-'''~' •• "'0 ; .... ,. ~':::. --' .-,~--

• _\~"I~ ...... > __ ~ _ ..... ~'"~'':~::':~\If' ........ ''' _ .. 'oJ '"",... ,.J,. ....... ' ,. p_ ....... .. ....... -' 

62. ,:.:~~o~a~:_,~ ,:l?u~~h~~,~.~. ~:;.-:~ ..:;:<:~ .:.~~,:i;x:~ ~e~;.~~» .:.~a:;ch,. ~and 
April 1980 were unreasonable. 

63 •. ,:;;'I'~e,_~~~ .-_~~~, ~~sp)~~c~~, ~.C:~~.~ <;~~;t ::;J_~;::;r~~ .. ~~,~;~ aX:C;2 
~ra~swestern. .:~~c~ 

64. ~e~ ,,~~:~~~ua.~ ,}~.,n~;~~::~~~~a.,t;'~~,:£a ~~os~ ="!~ :.;f.,~n<;;it:ha~ .:~he 
~as c.isplaced was 60 percer .. t El Paso and 40 percent Transweste:;':I!=:,:'::::2 

6S -.': }·.,h~~_~;,ec:;t::.?:; S9R:-al;'."s}:l.,z:r~~:~~x:.~b~~~~~~i::e:~c~se~ :~s 
that we disa~l~~,_:~~S,~~.? ,::,~,~O ,::~l':s. ::~~«:.r~~~.,.;:,»~; .: ... ;;: ;-::;:'j'::!';';~:: s ~",!.)~:::: 

66 ~;. ,.:C~~~'~s ::.<;~~i:<i.~l:i?~~! ~;:~) r..e.a:s~:~a~~,;~<;~"p~~S;.~-,:.c~,?-:j;:un~~:i:on 

with the sp~t ,~~,~~~ ,:..te~:t:. ~.?~ ::.d?:~~~~t;S~.~~~Y:;:9·.~~~.p:'u;<;h~,s..~s ::.:0 ·:.'-:C;:: 0': 



• 

• 

A.59929 AJ..J/rr /mc *." 

67. DuriXlQ May and until June 2~ SoCal purehaseo l?C&E 

best-efforts Qas. 
68. SoCal ass1.l.":'leo. a subst'antial risk when it ;purchased 

such ~as in li~ht of its storage coneitio~s. 
69. Ratepayers should not share in ~he risk assumed cy 

SoCal. 

70. ~he results of SoCal's actions were foreseeable. 
71. The ?G&E best-efforts gas displaced El Paso and 

Transwestern vol~~es. 
-., 1_. ';he a.-nount of the adjustment is approp:iately calculatec. 

in ~he same way as for the NW purchases. 
73. '!he effect of SoC~l's unreason<lble ?G&E purchases is 

'that we disallo'.~· $4,652.000. plus interest. 
74. The total amount of the adjustment is $22.949,,000~ 

plus i::.terest. 
Co~clusi9~S of Law 

1. SoCal's purchase of NW gas in February, March~ and April .. 

19$0. was imprudent. 
2. Pa~i£i~ Interstate was under no contractual obligation 

to purcbase the ~~ volumes. 
3. poli'tical considerations ehd not justify SoCal's actions. 
4." SOCal'.s purchase of PG&E best-efforts gas in May ane 

5. SoCal's :notion to defer decisions and set oral argument 

is ce:liee. • 
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FINAL ORDER 

IT IS ORDERED that Southern California Gas Company 
shall reduce the balance in its CAM balancing account by $22,929~OOO~ 
plus interest~ on account of imprudence. 

This order becomes.effective 30 days from today. 
Dated. Aori1 28, 198.2 , 

I will file a concurring opinion. 

/S/ LEONARD M. GRIMES, JR. 
Com:nissioner 

at San Francisco" California. 

JOHN E.. BRYSON 
President 

RICHARD o. GRAVELLE 
LEONARD' H. GRIME'S, JR. 
VICTOR' CALVO 
?RISCILtA ,C .. GREW 

Coml'ltissioners 
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.. 

• 
~~~.:!~ -
; a:l~-3=~' 
!e;:\'oa:~: 

X~reh 

Ai':il 
~.a:. 

Jl.:.n<: 
J\!l)· 
A\;S':s:: 
Sep:er.:!),:: 
Oe~o~~: 
!\O\·e::;;e: 
Deee:':'l~\.·: 

SOL"":'SER.'\ C/J.!F'OR~!A CAS COX?A.\'y 
PAC::!C LIG!-I7:!\G SF.:R".'!CE CO~Pl ... '\Y 

A::u31s, :Jrs~~s~' a~d ~i~i~~~s 
J~~~~~~ 1979 - Jan~~:: :9a1 

Ae,:ua~ 

95.1 
79 .. 1 
69.6 
7~.O 

83.9 
%.~ 

!.lO .. S 
113 .. 7 
D6 .. 1 
122.5(':') 
121.6 
l13.7 

'!a.:~e,:(1)(2) 

105.6 
98 .. Z 
9':' .. 9' 
93 .. 3 

122.0 
120 •. 6 
99.0 

l~SO : a:lua::~' 89.6 76 .. 1 
61 .. 4 
60.8 
68.9 

74 .. 9 
46.8 • Febru.s=y 

~a:e~ 

;"?ril 
x:'!~ .. 
Ju~..: 

J1.:1: 
Ausu:): 
Scpt~~~: 

Oecoo.::: 
Nov(:r.'lb~'!' 

Dec('~:,c: 

;a~~~-::· 

;~~'rua=:: 

78.0 
7l.9 
81.1 
95.7 

111 .. 6 
114.8 
1.16.8 
U8.':' 
lli .4 
n9.8 
11~.9 

105.6 

Hi .5 
100.0 

78 .. 8 
70.5 

~ .. 

i4.9 
46 .. 8 

(:. )~\Jr~:Jg ':~~ ... i:: :c: ~on:~s unch: r).:rou.nc s to:age ~as ... "ill be'~''Co.i. -:hera\o,'t\ to- oinir.:i:e 
h10:i:ies 1 through 4 eU::.3.ill':1\.·nt.. Th.: extent to ""hic:h'~sueh storage "'"ill be 
...,i:herz,."n to avoie cu:t.lil:1<.!r:t, sh.:l'!.l be guidec!' by these ::1onth-erlC!ins'~uan.t1t1es. 

(:)~:. ::v!:-.l .... ·.lls :,\:l~ :h<:s~ !.~\'..:l$ .... ·ill b~ rtaec to ~air.:.!in s¢':'\"iee to P-3 ace!' P-4 
s\J~;<:<:: :0 :!'l\; apj):oval Cl :~I~ \'~<: ... P':esic!e:nt~ Gas Sup'pl~·. and prov:tding t~at 
the e.:"~~:::·~;'1 r.'t"~::'-e:ld. lC',:~ls ,,:~. no:. \·iol.,a:eC:~ 

•
' .!.h9 Be! ::ans!errec! fr~ ... o=:"in~ invti::J':o:y to eushion inve:tto:y a.t Aliso Canyon: 

O~ October :., 19i9. All ligl.l.:":s £~: Jan'.l .. :y-Septi:I':1'o~r,. 1979 ineluQe this 19 Be: 
as wo:-ki:lS i::\,e::.tory' .. 

(E:d of Appendix B) JC~ 
S-80-5: 
2-11-5: 
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914 ::m lcc? 0: ":.."'le A..% t:'.=o..:S~ 9:\I;'i:.'":e:n E::i -:;,sh Cblu.-nbla f:'an Col~.a.'"i to 
Ki.~a::,e~: ~e:sr; =:icil i ties ,': 'iric:::JQ,~;.,;:..-:t."'le,:,FoOt."1ills lcops a..~.-: the'":.'"..: ' ,~~- .. 

exisB.rii~~f£'es/'~!c :we:' ca~l~ O:f:t..~"1S·i=O=·tinl; '&0:198 100:.'~ic :'":~i:':' 
metreS::ciJgai~r e"ij- .to:' ,lci:"'-rigs;'i:e-::'B.C::-:=;: ~e: A:~':'ta ':t=Ortion ~e-.~.-:.:::: 
,:,eiei~ '-go'':S€: ::se~.i±ce'7bil~~....;e= lSdO:¥·t.~e':·'ro\.{~~~'iti·s.'-:::: ::'':';0': :-:~ 
Cc:~:.a 'l~-:s'\;Qcld'~'!v-be: ~reac"':~~1~:'Ma:rc."l="!':98'l::'':': ,,~,:,:~::.,;;;;:.':i .~:::,~:..,,:~,,: _ .. .. .. j"JJ" 

: x '~e:':gaSltio:~ C"~"Id'~by :Pan:~~~:;tiYN:trt:.;we:st,,::~.aSkari)~1:d:~0 

t.....;a..;;s,;:,-?...ee. t'o-=M6'nc£i, :saskatC."iewa~'"i..~9b ·'the-. ~p:eb.l:ut::fac'ill;t:ie:s:.::C:-:~'>:':::= 
FOOt.."lills, car.Fi£Si.~:the='·Eastern: r:i9:"~eSs:JJ::lne:.:fian:cra.-nes: .Rt,v.er ;:.';x::.::' ':;'': 

A:.~rta to ~:'l~y;·:·'-~e:~CD.l-treS~::i.';: A1'be~...a:~¥O:ild)!":i:nclueei.m};n 0: 
l 065::a:':m:::?iFe·~7Cat~J~es R1ver<tO ~FresS,;:;)J.1iert::a":'::an:r. thOSe '.:lh~:,;.:):I!"""::~-:~; 
Saskatc.'im~ :':~Q·CfnclJ.ce:~2·59:"X:m~ o:':l 05~:-8::'nn\: ':pi?pf=.frcm"::tti'e ~A1Cert.a:,'X'.: ',.':::, 

" ;:.:; :.: ~ ~~ ·~~E{·'r.isteo·:teg:":W5i:l!d <~1'Se-'~'~"!~ ·~of.1tra.....sp"rting~~92S::.S00::'':- ;: ~ 

C'2:>:te:.me~es"'of:·9~c~~~c~~to-;~M:::)ne~:tr cY. ,Ja:ro:a:rf-:""!9S'2":~':wi'th :...the-~":''':.-~.::;;: 
adeit::on~o'f ~~eiSion::ac£I£t±es·:::i:n-:!982~~,,~tbe':ci~'TityCo:illd'~be:t,.,· ,~2-;;) 
inc=easedcto·~2'6··'344":9·QQ,':clb"':fc.:metres:lX!r:;-day~ .. ~:::-:.:: ':: .. "'.= ~~':.:,:~ ~:,:c:;Y':':' ::;,: 

u.s . 
l?a~J.Il"..:ta cont=acted to sell, 6,;,s8C100~olbj;c~~ZO . .c.ga:s=;.:z 

... , ," -, ... -.- ....... , .. ~, _ .. . · ... --r.~-,"'.. ":~"",,,-,-, """'1 .... - .. ' ........... "" .. t~ ., ' .. ',.'I:::"-.~ ... T ..; ~, .... 

!=er-'&y to~No~~~- :J.askan'-at "'l<lng'sr;ate-,. Br:tt~sll""'Coltmibla·;--;"'Ihe 

contract irOvi.sions ~CJ.-uded':-~Qn ~~Ic'''~e.:--~p:lyrtl. at ,as,::J::ercent: ::;. 

\ l~:: fictO~ ~"ld:"sa::~:on ~~"beSt~;e-::fOrts"6oas:ts: m:::eXcess:of.:.:theCContr~t[ 
~ \ ' 

-~-",,'~ ..... -"~ ". "'j""'~""'.'- .~,"""" ,..., .... -.~ ... ~ .... - ...... -- •• j- ....... -. ':'"... .,._·J,It_~_ c:".",-n ,...,..,1""-, , <;:ua1'l.tl.-ty:.. ..~ .... -- - ......... . ~ - '':; - -... ..." ...... -.,1 ............... l ..... ..! < ... .. J,: - - "':.ow .... , ~4<#~ ~'j, _ • ,:.,:. ~ ~ -=I:~::'''C:::>O 

. ': .. -~e~ ~g..:tO ·c:e:.'sOlc· bY-':Pari:-A1Se~..aC to':Nord;;,.e s~-::-Al'ask3.nl~J:cl~i:l..': 
t'.::-n~·ce-·~id :':i:l1b~..h~"~.:askan~'tO:{?aci:fid"!n.tei~ ... :=lte::;for2d±St::iOct.±0n:..? 

i:'l::~e:;'''~~''e-:n~ ~1. :c6::a'":~ke:t:-bY:5::lCaJ;;: '~''n1e':ga;s'' ~!~~ be:'tra:-.s:;o:-ted': 

:an Ki~s;ate to Sta.'"l.!:.-eld, Oregon t.'"l..~gb ,t..'ie· "PCrj:SYsteU:t wbicl'':'\r.OJ'l:d:.:>:, 

be loofed to':~de:--:new:·C~c:itY:,~a."lO-SOU;th~'~f::'an' ~~~ela.;th:ro.!S~ 
fa?.;l:-.;..ti.es'·o!':~~S";;C'~~"')o-"Ei=<?ciS>:for::eel·iverj c£lft..,e::g'a:s :to::~.:at-::: 
~"'le 6eYi!:ir:-.W>:iiOria· oo!:d~;': ;n:~~ioJ·te:, :re::£eriee~toi a~ the~,~~e---n.;':':~ 
De liv~':'; ..sv~e. i~~ic5"·'se..:;;~.....ceo-'-:to ~q:ra."ls:O'r~::th~ ~6. 79B? i.QO :Clb.1e: :; l c:.::-; 

~ ~ ~~ -
::Ieees";'o:=sas':::p:Op:·sec~~6i·:exictt~bf'·?a:~2~ita;~:;:':M"i;.;sas -::?:oiX>see:~:ct':~;,-: 



.. 

t.:lt.:l t.."'-'"'O;!;~~.t o;:S7S.S7..:,l,OC='OOO:_c..:.?i~.:r.ne-~::-.es\~o,.(:.r.e.::~~~~i~~~~ bY..'~~f?~."":~;~ 
6V-r"I_ '~~e"'ce~ .""'.;~ ... ·~ ..... .; .. V \_ ..... ,~ . .l. ':", ... "".l'.o. .~l ;a.& .. Io.e ...... _-VC',-...a ~ ... "fiiA::--_ ¥ '-.-'-.• ,. ~. ":: ..... ~ ~-~ ..... ~~~ .... ':,,~.~' ~~ .... ~::-~_. ~-:..<..~ ,2.~s:..:. '::--:::::::~':X~4 

Pa~~=:-...a:'.s Lic.enc~ ~~..1.:.,~~~2·~:;:n.:yo;~~;::~~;;~-£e:;' Cy.~~:r~=~.~ 
i:. t.. .... .is ;roc~·i.:""lS:r;a.!d:..~e.~·:~a.;..¢~5 ~i:~~Ea~teFl)~..of ~~,,'~:'l "O:'1e:'. ,',_ 

... .. A" ._...,~..-- ~ ......... __ 

',:ol~es ~,:,:,ent.ly lic~nc~;-::.f:ox::-, ~P?~:: ?!~'; -~t..~:E:::;,~~~ ~~,~~e::~,;:~ i::-:,J ~ c:) 
Pa.~Alt>e=ta SJ!:tnittee t.'"la-:' arr;r s:.i~e in t.."1e ec::r::r~t'leenent da:~~':'~'':-:::::'2 

eXl=O::ts.,JJnde::,:Li~~:"G::..:-~. ~~,d;~~e~~~ ~~p :;O;;.f ~,,)~.:::.~l~e not 
.... ... -- ....... 

ta~:".: :CI.!ri.'1g.:. .t.'"le~.~:Ei.t:S:t~,~::-TXin lO~~? ~ ,en_~e:.;.~~t ,~~ .... ~:122 ~~~~~: 
- I ~ 

\1o:'~es :r.equ:ired~:5:J::.-::fir.anc.e.~il:i~(~~~Et av~i:l~l~':#>~~~~::;:J , 2': .:.:~:: oo~~ 

:.: ~S:lrd:lat"lY..t::t.."'le:)30:ar:1:.:bl~:; t.~t,;~:t.~~ ~~e~Leg .~~: ~ !:::,:::::.e,:,,:. 
fina."'lceable ~i£.·& total,throJehp.lt,of..J;9 ,·905.,:500: OOO-cubie-:.me.tres_'We::e ~::.~ .. 

j - .. - .... ...... .,.... ... ... ... , ... " -... .... - ., _.. ,- - - .... -. __ -.. .~ ...... '-..I. ~ <"..; '"", .. 

aut.'-)o:::ized:.by' :.:fi:::n-~x~~:::.lice~: ~'Ib~> au.~~A':'~::O~:'~~~:~:~::'2 
PM-~...ats Licence Gt.-59 plus t.'"le volt..:nes al=Plied-:fi:>r by., . .I>a.c."7~::""'..a......_...: 

w .... ,;.,;.; ........... ___ ,.,J __ ,-A_ 

in t."lis"QX:OCeeCing~ 'w:>uld· -sa,tisfy .·the~vo11JI:le ~i'l:eneo.t'"'''' ~.Ne\1e:t.~eless,. 
. ............... - ,.-. ......... -- -' -_... ;-...... _--' ... '..,.", ...... _ .. """ 

Pa.~Albe::-..a ,~...ated:, .. tha~ .:a."'ly-'::c~la:t: i? ~~n<:~er:;;o,~~~e;~v~ie~d.l~,~~~ 
G"'...-59 'WOUld) ~s:> .... ~ssi: 2te .... t:h~ ~P.~~;~:l..!t~:s~:t!~;'~! ·,:"81~~~~~;:, 

no~ exi=Or"'.ed euri."')3 the fi=~:.:x:e~ I! ;;~(~';-"!~ s~~~~-::,r~~i;~e~~.:::§o:.).::~.J":::,~ ~ 
-f:' ~""'';'' • f lo, ...Jo...·il.:: ~ ~., 't" .. 10..... ~ . ... ~nancec-l .. _J.ty 0 t.!.e p:'..:--"-I \ooi -.oe.u.J.:,.;'e.s;:.~~.:~::.~~~,':..,:., _ :;::':I)\':::'::'~ .. 2-.:': 

-=.c.;:.x;..;;co=.::tt:.; .. ;:.·..;:·~;.;l;:,e;;:.x~ib;;;;.;:;;i;:;l;.;;i:;.;t:;.;y_..-_ . ..;-We....;._s;::..;;;t~.;;; __ rn __ '~_Leg'~;:. "':c"" r"~ .:;. ....... ,'"_-,...~ ~ .. _." ..... , "" ",.. 
... - ---..". .... -,-'-" -', -- ...... ... ~_·taI •. "'-'- ~ __ ~_~-. j.O-.J"l 

~Pan-~be.~,~~~~~ ~~?~~~~~P,'~.2.!~~e~~ .. ::tE~(~~.~~~::'::~ 
at:~s;ate,:B.C:,....:be,-..eotp.i~~o~-.. ~ ~;~.::~::,~~ ,~~.~~ ==>l!.~t:o:> 
34.0:. OOO~OO::eubic:~rne~-es:,"o:~~ga:s,:OurJ;~:::~e=~~i~ f.~~Y~E~9.~E: ~ 3~o~ 
Cctoee': 1983. Tole q.la.~tity 0: gas ex;::orw:1 d\lri.~ t."le ~riod 1 ~""e"l'.!::er._ .. ,: ....... .,. .. ~ .. :.-
1983~::to-:31:~O:.tO~r.::1S8'-...-.ould"bew,redt;lced-by; ... a.n:.~t ,.eqJal.., to:..-the 

-' ~ - - .... _., ... - ---' .. - --- - '-'--:. ... ...- ....... 
q.;aoti~:. of:sas~ eXFOr.tee-:: eur.i. ~ ~ ~e;: t:erj.O::::l~.~"?~.t:-~§9 .~.? ~~l.:r.?=~;.:.:; 

'l983' .. ::::'!he-:,~ilityA:.o :~ase 9as:~p?~-:S.;;dY:t;·in;::: -~~ ~e~1:(7~~X:~~_~~': 

alloW'_,deli.ve--" !l.-ex·ib:ilj.'t:y .. ~,::=·:-:;:..c-::.~:': '~'::'':'-:' \ '""' .... '., '.:~ -".-;:>"." •. ·,"r _ ... -..~ ~'': .......... _.o~ -."l... _ ... " __ ...... ~_. __ ........... '..,._ .... ~~~:'\._" ......... _ ... 

:::: _'Patr--Albe::-..A-:',S:; con·~ac~t:.\~~i tl) .... ~,r~:h~;,.st::,?J..~I'b~~~ :-~oo.: ~ 

t=~~::::a:tion ;cont::aets; fi:>r·,\the-.:trans:erc(of·-;t.~e~8as .. t.'roJgh~tb,e ... We~e:::n:. 
... - ~'... -.... . '. - • .....-. -- --. - ............ • ---I ...... ~ _ ._.- ........ -'''''1''1 _ a.;;; #I-

:e:ive:y:"'Sy,s~e:n- to:, t.'~ :~:~,.'''le:::n ,Cal.i:f?r?i:'- ~k~:~ ~~~fp~.~~.';9a .:'?~~ ::-::: 
c..:bic :ne~e:s "o~!: g-as:- ~r:,:C:ay':C:~~.:.7~;ra~:::i~'?:t=:o/":;).:~c .... ~ ::-'~~'.f-i:fh13.:~::x: 
=e:~i. -,g: •. »: ~.t:o~ .. :!i-=-~"'lCe~ ilA~: 2'~;F~~}·~~ ~~,i1:iE-~s.~:~c~$2.~~':~9'";;~-:,~ 
-:.:~-: t!:e·.:·~s:e::n .... ~ ;~~:~ ·:::"~1ee-~.l..e:::"""'~~:e.;~taJ .. ,~~5?::e:::t.-:.c:~.,.I';':::':: 
19 9C~,:~:O. ,:OOO::c.:.b::;c,?":Ie'::::~s-.r:~:..tl:~~.~~s ~~·?4.~-;~~'r~~~"c.e;~'!t::EY(~; 'S-'-:l~. ;:. .. . ~.. .. ,\, .. 

~ .~...r' ... ' • _ ........ .....t""" 
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~_~cial Gove~~ts 

'!be AttO:':"le';Ge:"le'!'al of t.'e P:evi:"lce of British Colur.':ia (S .. C.) 

was col"lce::::'led as to t.~e i.""np!!.c': of t.'e ?='Op:Jsee ex::cr-..s on the utilization 

of natu:'al gas t:a.-:'s:I.:'ssion :acUities i."1 :sri':.i~h Colt.:nJ::.ia, ~..iC'..:.l=~y 

wi t.' ~s~t to t."'le ex:;c':t o~ Sri tis.~ Coll..T.l.bia gas· to· the N:>rt."lwest 

?ipali."'le systen. r,.~e rot offOsi~ t.'e iX'ebuilc :£X'Oject, B.C. 9jiJght 

asszance t.'"lat the Pa.."'r-Albe'!'~ exp:>rts via the Western reg.- \tJOUld not 

displace British Coll.:TI.bia gas ItO\7i~ south. oot of the Nort."lwest Pipeline 

system to El Paso and to ot."er markets as· "o·ff-line" sales. B.C. ~ted-

~e evidence on pip!li.."'le cap!city on the u.s. !=Crtions of the Western 

Leg, wi'-..ieh indicated that there ~ld be inSl-fficient ca~ilit:t to rrt:Ne 

bot.'-l. t.~ higher daily volumes p:o:;csed by Pan-Alberta and the Bl:'itis.'-l. 

Col~ia sales to El Paso, and s.:.b.."1itted that t.'e iSSJe hod: rx>t t>een 

clarified at the hearing. Aco:;)rdingly, S.C. stated that the a;I:Pl ications 

were rot acceptable to it. 

B.C. adOed that, if t.."le Eoa:'d -..ere to grant the al=Plications, 

the ~ licences s.~ld· be conditione<:! to require that a minimum- caFacity 
o • 

of 1.13 billion eJ.bic met..-es t=er yea: be assJred in the Western I.e; 

system' fer t."le delivery of Britisb Col~ia gas for sale to El PaSj· and . . 
to ot.'er "off-line" customers. 

The Minister of· Enerc:y for Ontario &.lbmi tted that the ~""d 

sho.:ld assess the a~Iriateness of exp:>rting relatively low- cost. gas 

when, in its opinion, in a few years supplanentary- SJpplies. might be 

~eeded fr:co frontier areas at signi:ic~tly higher p:-ices.. F\lrthe::-, it 

acvoeated t.."lat t."le SJpply 0: <::\lee oil, its p:ice,. ancl the p:'ice 0: 
natural gas to Ca.""Iadia.'1S, s."lould all Oe· considered by the Board i!i 

ce~::r.~i.~ t."le SlrplUS of gas.. Accordingly, Ontario clio not S,l~rt t."le 

p:'or:osed exl=Crts. It believed t."at app:-o'li!"1S eXl=Or~ at thisti"'ne 'NOUld 

be OJt 0: I=t"..a.se with. t:"le neeO to ex.:rnine t.'e l:>rcader e!"lergy l5S.leS~ and 

referred to t."le Eba...""t:1' s s.l'pply/de't'.and inquir,{ ~OfOsed for late 1980. 

Ontario ~so s-...ated t.."lat it co'!ld not SJ'rtOtt a sta."'ld:"'a!or.e 

p::ebl.:i.ld p:'ojeet, :'lOti."'lg t.'"'..at wi t..~t a gl.:arar.tee of t.'ie whole FOot.. .... ills 

systen bei.."1g ~:.l t, a stanc-a:o::e iXojee: was in effect a p.:e!y 

(Ene of Appe~diX C) 
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~ COMM!SSIO~R LEONARD M. GRIMES JR., Concurring: 

~ 

~ 

While I concur with the unanimous decision of this 
Commission to penalize the Southern California Gas C~mpany for certain 
gas purchases~ I do so with serious reservations. 

Fuel cost adjustment clauses which we have adopted for the 
gas and electric utilities have in effect removed all business:risk 
from fuel purchase and usc decisions. Fuel costs are.passedthrough 
to the ratepayers on a dollar for dollar b~sis. The only risk to . 
the utility is that our highly overworked staff will months later 
(this case covers decisions made early in 198'0) reconstruct a ... . 

. situation and find that a particular action was imprudent. The 
ComI:lission is then placed in the role of Monday morn~ng quarterback • 

. \ . 

I have become increasingly convinced that this for.m of regulation is 
ineffeetive, counterproductive, and misguided. I am, of course,. not 
alone in this feeling amoung regulators across this country. 

I am also concerned that our pro~edures arc one-sided. 

In this case SoCal Gas has been penalized for an imprudent purchase 
which cost the ratepayers money. Will we in the future grant a , , . . . 
reward for an exceptionally prudent purchase· which saved therate-
payers money? A proper system of regulation should provide· risks 

. . 
and opportunities to management similar tb those which exist in the 
marketplace. Now the system provides them. only risks of after the 
fact penalties; there are few if any rewards. 

Of equal concern is the fact that our procedures have 
unfairly shifted all business risk of fuel purchase,and use to the 
ratepayers. We are overdue in implementing modifications that will 
more fairly allocate risks and rewards be.tween ratepayers and 
shareholders. Management would know when and how to both avo·id loss 
from imprudent decisions and how to profit from wise actions on 
behalf of the ratepayers. Our need then· to second, 9'uess.da~to-daY' 

t' , ", • 

management decisions would subside, and ratepayers. would be more· 
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• 

• ' 

• 

confident that they were getting the lowest cost utility service 

possible. 
Last Octob.er 1, I issued a proposal to reorient 'several 

rat~~ing practices to this end. After much comment, study, and 
internal debate, we finally have before us today an Order· 
In~tituting Inv.estigation to reconsider the allocation ,of risks 
inherent in fuel cost adjustment clauses., This is a most important 
first step to update ratemaking to the'rea~i;ties of the remainder 
of the century. I hope that each of my fellow Commissioners will' 
agree with me that the time to get on with this investigation is 

now • 

San Francisco, california 
April 28,. 1982 
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• 
57 TOR..~ paims that SoCal' s NW purchase- cost exceeds, tt'.e 

adjusted Platt's price. TURN is mistaken. The cost of NW gas 
durin9 this period c:Hd not exceed the high end of staff's price 

• 

• 

range. 
Over time one would expect that use of the:. same data 

for rate design purposes and for the alternate fuel cost guideline 
w:ill cause the retail rate guideline and the alterno:l.te fuel cost 
guideline to merge,. as the system average cost of gas olpproaches 
the cost of altern.lte fuel. In a companion case decided this 
same day in SoC.ll's A .• 60S67 we find that this condition has 
occurred, and set a p-s rate at the level of the cost,o.f alternate 
fuel. 'thus the retail rate is reinstated as the guideline for 
oiscretionary gas purc!'.ases. The burden of proving the reason
ableness of purchases at a ni9h~r price is on SoCal. The 
preceding discussion addresses that sort of'"·showing that is 
!'l~essary to sustain that burden. 

However, as the burden of proof rests with SoCal, the 
alternate fuel guideline is only one step in the overall evaluation 
of the utility's' 9as procurement strategy. Both staff counsel and 

i 

'tcrR..~ argue that SoCal' s N"~ purchases were unreasonable r~ardless 
of alternate fuel prices • 
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67. During May ane. until June.2, SoCal purchased PG&E 

best-efforts· ;as. 
68. SoCal assumed a substantial risk when it purchased 

such <;as in 1i9'ht of its storage conditions. 
69. Ratepayers should not share in the risk assumed by 

Soca1. 
70_ The results of SoCal's aetions were foreseeable. 

\ 

71_ The PG&E best-effo':ts· Q'as displaced El Paso, and 
Transwesternvo1umes. 

72_ The amount of the adjustment is appropriately calculated 
~, ,l: 

in the same way as for the NW purchases."" 
73. The effe;.it of SoCa1's unreasonable PG&E purchases is 

t'hat we disallow $·4,652,000, p:'us interest. 
74. The total amount of the'adj ustment is $ 22,949,000, 

plus interest. 
/' 15. eause of de'lay 

be effe ive ~e ~it is , .......,.. 
Conc~ of Law 

. ... 

1. SoCa1's purchase of NW gas in February, March,. and April, 
1980, was ~prudent. 

2. Paeific: Interstate was under,no contractual obliqation 
to purchase the NW volulnes .. 

3. Political considerations did not justify SoCal's actions .. 
4. Socal's purehase of PG&E best-efforts gas in May and 

~une, 1980, was imprudent. 
So. SoCal ' s motion to defer deeisions and s,et oral argument 

is denied .. 
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• 

• 

FINAL ORDER 

IT IS ORDERED that Southern California Gas Company 
-.. .. .. 

shall reduce the balance in its CAM balancinq account by $22~929,OOO, 
plus interest, on acco~nt,of imprudenc~. ~ ~ 

, (,;.- : • .hL(}J.r~ >" D"'~ .. 
This order w-",effective,ft¢day'.. ,~'p .•... _ ... 
Dated APR 281982 , at San Francisco-,. California. 

;OHN Eo BRYSON 
Pr.!::idc-o.t . 

.:~\ 

" I will file a con~~ing opinion. . , 

R:CHAR!)· D· CRAVELLE 
L;ZO~'\RD M,. CRIMES. JR. 
vtC"t'O!'~ CALVO . 
l-'RiSCU .. t.A C CREW 

Leonard~.i. Grimes, Jr. 
Commissioner 

Con'l'tIl!s,\ion~ . 
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