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Comdeities,AIno, {Baker) iand:86CalGad twhich ivagd? eiéédtéd’b?’ﬁéﬁﬁﬁ
parties:on- Angust~22,61995*n “The agreementtprovidéscfof“ga§°ﬂ‘bﬂiq
transportation service to:Bakert!s facilityrlocated =in:thérGiey of
Vernon (Vernon) .undex negotiatedfxatesxkiA ‘copy rof. thé’agreement is
attached to:the- application‘wunThls agreement ‘is' éxﬁedted't“f“ anid
. contribute .up to-$0.58 million tmore to the Yecovery 6f86Caldas o>
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1 For compatitiveranditradeysSeé¢retoreasonsy the: pricest: téfm?afb
and contract quantities by which Baker would receive service have
been redacted from the copy of the agreement attached to the
application. The Comm1831on has received the complete agreement
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2. Revenues over the life of the agreement e
10 will generatera pogitivé contdibutiol lto MHT 104
SoCalGas' margin and will not fall below
the class average'long-run f1a ?1ha1 costy st 2y nl
(LRMC) of serving:medium: ard high pressure’ 1siijuo

-~/e;-<'  NONCOXé customers using greater thahhzooffifiﬁﬂluﬂﬁ

_ui s-iMDth/year: on SéCalGas!: system ag> JaHoch noiinnit ﬂah
established in(the Commission>ordeisil d1iv Jneaay

adoptlng the LRMC implementation settlémeht‘) ot

/ P quﬂjn (D.}(93-05-006). v
ﬁi A Za 8 of the agreement are reéasonable

i"l%'”UTh n the bypassioptionsithat were
available to the customer.

r-;,iﬂ,s O,SOCaLGasLalso;rqquests thatrthe-Cémmissionmake a
specific- finding that- :SoCalGas-hascbeen prudéent invnegstinting” thls
agreément j; . which:-finding iWwould:Be ~dispositiversf afglfutdrid thorny
prudence -issues:that«might :arises abSent c4°shofing?bfi’4p&d élfJ"q
circumstances,;asfenumerated iin D,92:12052, ~2rivynz nolldstiogansid
©: cqesosocConcurrent;with the:filing ‘of -this applicdtieén P SoCs1045Y
has also provided. the Division of« RatepayeffAdVOéatéé’aﬁd thgondin
Conmission -‘Advisorxy.and Cofipliance Division with résponsés''td the?
Master Data Request contained:in: Appendi% B :to Di92:11<Q82 X txciitun

SoCalGas alleges that it and Baker entered into tLéiZ27115
agreementy fn, order.: to, avoid unecodnomic’ bypass ‘of ‘S6CalGas !’ gas
distribution. system at,BaKer's:fa&ilities \located {n\Verhon ™" THEs
D.92-11-052 (p. 6), the:Cofmission™found that, vBechlse: 15bCa1GEE s
faces a variety:0f bypass:> pro;ects whichi appeér }mminent+ no
geographic limltation ?111 bé adqpted onjthe gipilcgﬁlllty of the
expedited approyal;proéess to SoCalGasxéohtractsiﬁ’““

SoCalGas states that this’ appiica%IBRLféﬁfésents ,
SoCalGas' efforts to retain customers on its system in the face of .
not one, but two interrelated threats of uneconomic bypass. Pirst,
Vernon is actively pursuing construction of a duplicate ) L
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compet?nfqr;SOCQLGagzqcustgmeregﬁrqu;evidenced:inTSocaiGaels HE G R

. ¥espqnee to MasteripPata: Request-Question)No::r2;ziitisTlikelyithat

Vernopls:entire: systém:could be:constructed:withinii2imonthsy zid7
Verngn!Sgpxopgaalstq4construob&afduplicate:disbributiqnasys:éh:hag

“been_actively supported by.many:large:gas-customersincVernon:trAl

May 31, 198%:lstterctooVexrnon requestedithatithé Gity:explorsithe®

-munigipalization ioption, =TputtingithecGityrof Vérnonronia whélesale

leve}l -similarito Long:/Bé¢agh.Natural.Gasy ' icSoCalGasccénsiderss zol
distribution system bypass (i:es; municipalization) (tolbe iequally?
as seriqus; ag.intergtate(pipegline bypass‘landcthat it cisTprudent to
act preemptively-in offering icustomers:compétitivedascService port

f.

under this expedited;procedure/i.suo o usvip mesqyd 0} [siinsicg

carged Seeendly;: Yernon hag:publicly annourced-~its intehtion to
aggregate,its total:load and:pursue transmission.pipelirie ‘optionsy
other. than (SoCalGas.: If SoCalGas does notienter:into such-lohg-io
texm transportation :service .agreements with its:customérsa gasiiazsg
service, presently: being provided by: SoCalGas: will- likely..be' i1 =zids
replaced by ‘one of:four potential, bypass. projects :(i1e, “Tenneco;>x
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2 Vérnon's City Council Resolution No. Sgg§”st§tes aragrap.
7: bThE City of Vernon® héreby 'intendsita’éstablish' &’ §§Rnuﬁgé pa
Utility Department;in.order. to:provide gas>utilitylservicessin-thel
City of Vqﬁg?q,in.cgmq$;gtion{y;FQx$g§gl?
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= 3.n¥ernon!s, City Council:ResolutioniNoi 5946,s'June:203 19913 3page
2, states: "The Chief Eﬁgcugjyz_pgficgg of the Gas.Municipal _ , .
Utilityipepartment 13 Authoérizédtd ﬂuisﬁé051t8£h3£ivé’gé§’sﬁﬁpl“
options other than SoCalGas." Aadditionally;cin>twosdeparatezriiiisa
briefings, Yerng?_made the followin Statements.: (1) Concurrent
Reply>BPief13f City Bf VErndas séﬁtgﬁﬁéfgés} 19945V4gé" 13, ». . .
Thglgrgggmengggfsyggngn proposedsby:-SoCalGas inithis:proteédingadua
could_not be‘betger‘caécu;qteq to drivi gerngn g;rﬁight into the ..,
arms &f EHEFF{r¥Y d2Pidus=bipidsipipeiindUanichiove t_?f&shéﬁrbyféf,
and_(2)  Comménts:of- Gity ofnVernon-oniProposedrbDeaisionedf ArdonisV
Barnett, December .8, 1994, page 7,."Needless to say, SoCalGas! an
the Connisaion 8o ErbabacRtios VAEHOATES dabs niRan vELROR aloego8s
likely customer-for-any:bypasgs-project«”c2 jssdt bas ve€er [f vraunsh
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Kern RiveriGas:Transmission: co&upa%y 7:MojaverPipeling > Compingie oYO»
Pacific/Gdsi Transnisdion {Company/Pac¢ific -GasiatidiBladtrid CORPANY).
This was jexplicitlyirecognized :by:thé commissionvinodEd readfignroV
Expedited -Applicationibocket ! (RAD): ~décision approving 1S6CalGag sV
long-term-contract with-Sunlaw:Cogensrationtpartiers X! (ancthegs=d
SoCalGas foustqQmés ‘located ;in=Vernon) (D.u95¥017040,; FPIndifig of & &M
.Pact i3)+ sIn-additionjcanother/pipelinsiis . .now-beinglstudié&diby "the
Los AngeléscDepartdieht of ‘Watérfand Powsrs (LADWP) and>SditHeriove!
California-Utility iPowér s Péol rmembersi) wzrayd. majaye aotiudislaih
o3 jngbuqunib995é09e0918(RenkgllEméfyigADPﬂfthéfcoﬁmiésibﬁ4193 en
requested:SoCalGas iiri ‘future:EAD applications ‘tsevaludte théd 105
potential for -bypass given the cumulative volume of EADs ithat “Havé
already ibeer appréved iby. the Confmission’. rcWith’ réspect o bypass
potential <in the Los: Angeles Basin‘nthé‘Coﬁmiés1on(has“5p§IOVéd”U‘
‘elghtllohg4term ‘contractsfor:SoCaldas™ chstomérsAlbcétedflﬂVthé“JO
Basin. 1 As discussed in:SoCalGas' Master. Data Reéspohsé acéonpanying
this filing, -the volume served. unddy ‘these! long=teéxrm ‘contyracty via?
represents only a ‘small: fraction of: ‘the* load ‘thati-hasibeeh ivonlaay
identified as being at-risk to bypass in the Los Angeles Basin.
Under the terms of the Global Settlement approved by the -
Commission, SoCalGas shareholders accept the - full risk of any
o 31 mipoiiaV . §
éﬂd@ %%of;félis created b chis d1sc9unt d qgréement,oyerjthe N
flve year term: of‘the Global Set:t:lément:.“‘rUnderAt:h’él!:‘sélfn?é“’E \CALS =L
i 0i 3l D a3k n0119J 1o yIio
settlement, SoCalGas shareholders w111 remain at risk for .

shortfalls from:SoCalGas! authorized: taiiff»OVér thé7nékt\dé$éde as
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January 1, 1997 and that SoCalGas- bhereafterYfecélﬁed’the?”3 ylodil
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tyaditionaliwholegale:xatel espouséd by Vernon!s blannudl cobt
allocation proceeding witnéss, SoCalGas estimates that thisgtsoV 1o
agreement will contribute:about’$0.31 fillion more to the récovery
of its.,authorized:gasimargin-than SoCalGas’couldotherwide &511ad¢
witbontgthggqueement.JrSecéndicitafacés>én‘addiﬁionélﬂbypaés
threat-when.Vernoniaggregates -itscustoémer load:sand bypasgésite:
SoCalGag';system- altodether; rAssuming:tHatiVerndiitwers 't6 bypass’
SoCalGas!:system-on-Januaryocljr1998i:i{one yearsafter sraintioaibion
municipalizing):, this agreement:will:contribute:$03581illién more
toLSggqlgas%;aubhqrizedtgas:marginithan'SOCa_IGasScohldf_bthéfwisé‘ffJ
collect iwithout .the .agreement sy 1o Heis edd 3o 000 wnpaes fiede
SoCalGas rasserts:that-it-has négotidtedia fairpride i
givqp;thgt;bhggcqmpetitivesélternatiVeﬁraEestleitheY¢Véfh0n'b
expected tiadjpipnalawholesaleFratezornthatwoffergdiﬁhdér:tﬁéﬁ9195
likely,resulting. pipeline bypass),would:bé lower<thdmw:tHe rate
nego;iatgd;by;SoCalGas;onceJthe,bypass:alternatiVevgbe§»in&??iﬁﬁd?
service. ) Ltpabroacy oF daenicoTps ofid odnd 1S9

It meetszthbwnhrebﬁfhnﬁil
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was, imminent;:there. willi be: a.positive contribution’ to:ifargin
(CTM) ; and the terms of the agreement are reasdnabléisiWe wildjiroris
however, impose the condition that (1) any discount to the
Interstate Transition Cost Surchargé ((ITCS) must be borne by
utility shareholdefs and {2) SoCalGas shall not recover in- rates,
or include in cost allocation forecasts)s100%46fﬁfév%hdél
» shoxtfalls,sifqanyirresulting:fromithiglagreement: 3J(See¢j soCalGas
Global_Settlement,zSection>I1, rapproved!intD:94%0440882) =d3 & bus
Pindings:of rPact) Tﬁé@?@? 2aD aigtoliis) atediue? rnsoswiod dasstssipn
hevels1eThis application:appeared:onsthe Commission?stpaily odnd
Calendar-of;Decembar 28, 21995inThefecare no protestssosA publigbnt
hearing is not necessary.poiziced yd bsdzildeids dodsed aoidsvilqyA
voenfs2en SoCalGag-hascfiled thiscapplicationiseeking aﬁﬁrovél;of g'
gas trangportation;agreément-with Bakenoi eswens [lsfde croblodstada

_3nemo9ups ol ddiw holdsisozmzs aleod spisdorud Jaod rrotJianstT
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134, Thexe:is an.imminent threat:of>bypass poked by thé!Tity!
of Vernon{: i::43 motriiino neDli ol \2‘.1:1".‘{';.1'('-':’ vathaoooatg noldsdofin
rriovande The agreemenb rwill proVide aipositive'CTM IIiﬂ Ehé SRS I

aﬁ;ggltiisqthegCOmmission!s=polieyxthat-a11 ratépaYGrsla?éJJ-
responsible Qn an.egual basisg:for:the:stranded investifent icod€grd?
making.up :the-ITCS, :and:thus: therITCS 18- to:be tdppli€dvin'asdindcd
nondiscriminatory manner, on-anféqualfcentsrpérithermibasigrdinol
41 164 [1The shypass -threatoin fthis ‘case‘warrantyd tHe dpprovalise
the.agreement / but:only on conditionsthat186CalGasvishdréhd1ldérs o
shall assume 100% of the risk for the!ITCS costsrassésiated WivHon
this agreement and <100% «Qf rany:reVenue 'shortfallps{s02

7 ..2:Bxcept..ag :get-- forth Below;» the rrates cand ‘teriis Sf: th@v'e.

agreement -do ;not. pose :an;uhreasonable ‘¥isK «to' Yatepaydys.! boivoqgxs
~ 8.: Baséd .upon-all :faét'sand:ciroumstances known' to the {341l
Commissjion at..the time:ofi this decision,SoCalGasCdecibion' it orit
enter into the agreement is prudent. : S Lonuivise
Conclusions of Law. -+ sretanips wld ovowgas Yiiw sl
-13-;:-The: agreementnshould be! apprbved asrgets forth! balowiritog
2.,«Because-of'the:imminentuthreat‘bf<bypassgithlé‘déciéidﬁ“
shouldrbe effective:today.: socsooaus ofd Ao et sdld bos  (MTD)
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IT:-1S: ORDERBDJthat"ﬁ;?:)ﬁ';xﬁ (ot inoolfc dzoo nf ehulonl 1o

.goisliz Except as:expregslyiset:fokthtinlorderingsparagedphd?2ia

and 3, the long3stermtintrastate-naturallgasitrafsportatidnogefoicd? .

agreement between Southérn California Gas Company ($6C31Gas)PaAl id
Baker Qommodities;-Incsp executed:on=Augusti22;ii995, 2{g§Tapproved
under jthe proceduresygtermsyeand:=condi€idns 6f thé"BxrpeditedsbnalsD
Application Docket establisheéd by Decision.92£11¢052,%0n al puissed
5 lo 12vo+The agreementcisrapprovedion thd idondftion ftha€ SolalGas’
shareholders shall assume 100%:of thévrisk:fortthecIntey§taté 13 2sp
Transition Cost Surcharge costs associated with the agreement.,
SoCalGas shall file with the'CommiSSion”AdviSOry‘and Compliance
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Division on Q;ﬁbefgrégaulykgybIQQSzwritténracéeptaﬁée of this
condition. . L Aierin 1g:n b.‘?Ji} [2ouan :)c'{j. SRT AIEY] ’

3. The agreement shall expressly: provide-that:SéCalGas shall
obtain the, Commission's approval; prior:to effecEivendss, of any
modifications, including modifications which may be the résult of

mediation. ’
4 Sections IX aqg X of General Order 96-A are suspended to

PN BICs ‘x’:vl%—-\):.&&) ,
the extent: that those sections require that this agreement be

subjedt tS”fﬁEﬁ;é”g%@}%}gation by the Commission.

Pxta vt
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816 BN o . ’
5. sSoCalGas gﬁallnnot recover in rates, nor include in cost
allocatidin®fokadasts) 100% of revenue shortfalls resulting from

this agreement.
69 L2aB; ANV BT T e Y $-F:F Cryatery PR 5y s .
3ﬂ3$b;§pg§322§58$gEﬁ%agggéﬁm$%§e%? dispositive of all prudence
c

Quéstions wh might arise:atia:later date regaxrding the

agreement, absent a showing of:

a. Misrepresentation or omission of material
facts of which the utility is aware in
connection with the utility’s request for
contract approval;

b. Gross negligence in determining whether a
realistic threat of bypass exists; or
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: under the negotiated agreement. Hoi1ibaony

¥

{teidn 2roinThigiotrder, is:effeotivertoday. (= Inonesios o L€

wne 1o Dated:Junel’6; 1996t at San’ Francisdo,i'Califdynid!, aisido
Yo ey add ed yety dofidy snoldesitibon vaibufoal (eaoidesi3thon

1.\.\

. Lot 3srbon
e yobit [oyoied .‘z) ¥ his XI grotdoel b
boYebat demnan ‘BGREGOR NLON
e fieneoves eidi dedd stlups ctiosa szofpréasidepedixe il
tactonod odd --'d siot 159 gg;\g .anu;@ﬂ'f JR3idue
O

inoy 1 ohupioni ton (aodse 1f (5Vodst S HJOSIAH L,uﬁggpgg .2
oY )n?jfupni sI[pY31082 ounasves 1o soof Compiss §9§3E§;jb30£[5
.Jasmooups 2id3

ol Dobaogoun 946 A-o€

ay

. . a missioner.Daniel (Wm, Fessler
Ech ¥ ECT) AJI({ Ifs Yo aer_[ar\] b <g Tln ;ﬁé}g s’sé_‘ri ;' é 11\. Hqia nat .
st pialbisnod a3ch partici jateRifs 3n er“ f Sifw 2untideaup

1o oabvords s Jnoads | dn05noaps

falioet Yo noizziro o aolisdipesorgoraild 6
(L DIBWS ’i viifiay od3 dotde 1o “adond
1ol Janunsy \{f;[r d1r oot opidivr 6ot dnsiacd
. ViRVeTgaa o510

5 toddsdw palals a3ab 1t sonopl (; 20 ?-~OJJ .
- - : i

-8 ¥




