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PUBLIC UTILITIES COHMISSION OF THE STATE OF CALIFORNIA 

EVALUATION & COMPLIANCE DIVISION 
Energy Branch 

RESOLUTION 

RESOLUTION G-2685 
July 2. 1986 

SOUTHERN CALIFORNIA GAS COMPANY (S6Cal Gas) ORDER AUTHORIZING 
THE INTRODUCTION OF A NEW GAS TARIFF SCHEDULE NO. GSt-2~ 
SHORT-TERM TRANSPORTATION OF CUSTOMER-OWNED NATURAL GAS FOR 
ENHANCED RECOVERY (EOR). 

By Ad~ice Letier No. 1638-G, filed May 28t.~a~, S6Cal Caj 
submitted a nev tariff Schedule No, GST-2 for Shott-Term 
Transportation of Natutal gas fot EOR use. 

The tapid decltrie in world olt ptices has tejulted iri A d~marid for 
spot gas by oearis of tr.rispo~tati6ri schedules. Gas t¢mai~s ~h6 
preferred fuel fot the EOR market as long as it can be delivered 
at a price competitive with the crude oil alternative Avaitable to 
this market. 

SoCal Gas proposes to Offer shott-term transportation serviee for 
a conttact term of six months minimum and one year maximum. The 
volume of gas to be transported shall be equivalent to. Or in 
excess of. a minimum Of 250,000 thetms per year to each 
customer1s premises, when S6Cal Ga' haj capacity 8vaitable to 
transport the customer's gas. SoCal Gas wiil charge a monthly 
customer charge. per premisej, at the customer's otherwise 
applicable rate schedule. In addition; the ttansportation rAt~ 
is $0,0350 pet thetm plus any applicable taxes, fees or surcharges 
imposed as a result o£ transpott~tton Of gas under this schedule. 
The fiied rate per therm is low enough to encodtage the use 6f 
short~term transpOrtatiOn service, but high enough to obtain 
significant margin from the primarily incremental EOR lOad, . 

This Resolution is consistent with COmmissiOn DecisiOn 85-12-102 
which recognizes the unique circumstances tepres~nted by EOR .. 
service. It is also consistent with Commissi6n Decision 86-03~57 
which discusses competition ftom alternative fuets,unbundling 6f 
gas rates in response to the increased options available to· gas 
users in tOday·s fuel markets, and the authorization of Shott-Term 
Gas TransportatiOn. 

This fiting will not increase any tate or chatge. cause the 
withdrawal of service nor conflict with any rule or schedule. 
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Public notificatiOn of this Jl1ing has been made by suppling 
copies of the filing to ot~ei utilities, &overnmental agencies, 
and to all interested parties who requested such notification. 

A protest was received from Shell Oil Company (Shell), objecting 
to several prOvisions Of the prOposed EOR transpOrtation schedule. 
While Shell states that it is pleased to see a reasonable 
transportatiOn rate proposed, it objects to the rate of 3.5 
centsltherm and to certain other provisions of the schedule. An 
analysis of Shells' objections by the Energy Branch Stafl 
indicates that althOugh the objections have sOme basis for further 
consideration. they do not in themselves seem to be setiou~ en~~gh 
to prevent apprOval ot the transportation schedule ~s flted, for 
the short term, recognizing that the issue of natural gas 
transportation is still under review and consideration by the 
Commission. 

SoCal Gas responsed to Shell's protest on June 26, 1986. and 
identified lour items Of protest to Advice Letter No. 1638 with 
its response to each, as fol1o.~: 

1) the 3.5 cents per therm transportation feel 2) prOvisions which 
require ma~imum ~tilizatiOn of exchange aireements belore ~.6_~f 
transportation services: 3) the price at which SoCal Cas would 
purchase overdeliveriesol transportation gas; and 4) the price to 
be paid by SoCal Gas for gas diverted under emergency conditions 
to meet high priority requirements. 

SOCal Gas beli~ves that a short-term EO~ ttanspOrt~tt6n rat. of 
3.5 cent~ p~r thera l~ app~opriate bt their irtter~retatiofi 
D. 85-12-102 a~d D. 86-03-057. Shoit-te~m tra~d~6rta~londoe. nbt 
mean interruptible transpOrtatiOn. Short-term trafi~pott8iion has 
e~ual priority of servite with long-term transport~tio~, arid no 
curtailment is anticipated in the near future. 

On the second item of prOtest. shell says, lithe Commission should 
recognize th. separateness of exchange agreements a~d 
tran*pottation ~ervice." SoCal Gas belie~es that if . 
transportatiOn custrimers~could u~e tr6nsportati6n b~(~te kxchange. 
it ~~uld obligate SoCal Gaj to purchase greater amouritj of 
exchan~e gas. Since exchang~ gas is in many cases priced A~Ove 
SoCal Gas' system AverAge co~t of gas, Shell's prop6*al could 
increase average costs fOr other customers. 

The third item of prOtest cOncerns the cOst of purch*si6g 
overdeliveries of gas. Shell claims that the provision of section 
2.04 allowing utilities to purchase excess transportation gas 
delivered to the utility system at the lesser of the customer's 
gas cost or the utility's lowest cost of gas impOses too severe a 
penalty On transportation customers. 
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Shell prOposes that the utility purchase such 8as at the lesser of 
the customer's cost or 90% of the utility's system average cost. 
SoCal Cas disagrees and believes the customer. ~ the utility, 
should bear the risk and the cost of not being able to use all the 
gas he buys. ---

The fourth item of protest deals with the reimbursement for 
diverted gas vh~ch SoCal Gas may use to meet hlgh-priotfty . 
te~uirements. Shell claims that tr.nsportatio~ CU$t6mets should 
be reimbursed for additional 6xpense~ which occut 6s a iesult o£ 
the diversion of gas. SOCalGas believes ttansportation·custoBieis 
should present their claims fot any additional costs of the soit 
Shell describes to the Commission for resolutiOn. SoCal Gas 
further believes there is no need to deal with this matter 
specifically in the service agreement. 

The Publi~ Staff has reviewed this advice letter ttlln* and has 
not protested itspt6~isions. 

We find this new ~ate schedule to be ju~t and reas6~able .~ a 
temp~rary measure until.the end.of 1986 •. T~e Commission will . 
reexamine the apprOpiiateness of Schedu1e GST~2 belote 
December 31 t 1986 to determine the apptopriaten~ss Of EOR rat.s in 
general. 

THEREFORE 

1. Southern CalifOrnia Gas Compariy is authotlz~d t6 pro~ide 
shbrt-tetm transport~tiort ~~tviie t6t EnhantedOil J6covetj 
custOgers under its new tatiff Schedui. No. GST-i. 

2. Advi~~ Lett~t No. t6~8-G is a~proved fot a six m6ntht.~m 
until Dec~mbei 31. 1986. the Commis~iort reserves the right to 
examine this Schedule at any time to determine the appr6piiateness 
of this tiansport service tate tor EOR. . . 

~. The Commissi6n ~h~li b~ k~pt tnt6im~d of ali eori~~a~t~~ith 
EOR cuitomers .nd fi6tifi6d 6f the ~aigifi tonttibuti66 s6turedtr6m 
each cOfitract. This information shall be sent to the Executive 
Dit6ctot vith a topy to the Chief of th~ Fuels iran~h of th6 
Public Staff Division. 
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4.. This ad.,ice· ie't£~;~~'~~d' "tariff' 's'heets' sh~11 be marked to show 
that they vere ae~epted·t~t filing by Commission Resolution 
0-2685, This R~s61ution is etfective today, 

. I c~ttify·th~t· thi~ R~sOlution was adopt~d b~ the Publi~ Utllitt~s 
Commission at its regular scheduled meeting on July 2, 1986. The 
following Commissioners apprOved itl £lJ; \~\~>\l,~"" 
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DONALD VIAL 
President 

VICTOR CALVO. 
PRIsctLLA C.GRE~ 
.~REDERICK Ai DUDA 
.~TANLEY W. HULETT 

Commissioners 
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