PUBLIC UTILITIES CONMISSION OF THE STATE OF CALIFORNIA

EVALUATION & CONPLIANCE DIVISION RESOLUTION G-2685
Energy Branch July 2, 1986

RESOLUTION

SOUTHERN CALIFORNIA GAS COMPANY (SoCal 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 Advice Letter No. 1638-G, filed May 28, 1986, SoCal Gas
submitted a new tariff Schedule No: GST-2 for Short Term
Transportation of Natural gas for EOR use,

The rapid decliné in world oil priceés has resulted in a demand for
spot gas by wmeans of transportation scheduleées. Gas réemains theé
preferred fuel for the EOR market as long as it c¢an be delivered
at a pricé compétitive with the ¢rude oil alternative available to
this market.

SoCal Gas propoéses to offer short-term transportation service for
a contract term of six months minimum and oné year maximum, The
volume of gas to be transported shall be equivaleant to, or in
excess of a mninimun of 250,000 therms per year to each
customer's premises, when SoCal Gas has capacity availableée to
transport the c¢ustomer's gas. SoCal Gas will charge a monthly
customer charge, per premisées, at the customér's otherwise
applicable rate schedule. 1In addition, the transportation rate
is $0.0350 per therm plus any applicable taxes, fees or surcharges
inposéd as a result of transportation of gas under this sc¢hedule,
The fixed raté per therm is 16w enough to encourage the use of
short-term transportation service, but high enough to obtain
significant margln from the primarily incremental EOR loead:

This Resolutién is consistént with Commission Decision 85-12-102
which recognlzes the unique ¢ircumstances représented by EOR
service. It is also consistent with Commissién Decision 86-03-57
which discusses competition from altérnativé fuels, unbundling of
gas rates in response to the increased options available to gas
users in today's fuel markets, and the authorization of Short-Term
Gas Transportation.

This filing will not increase any rate or charge, cause the
withdrawal of service nor conflict with any rule or séhedule.




Public notification of this {iling has ‘been made by suppling
copies of the filing to6 other utilities, governmental ageacies,
and to all interested partiés who requested such notification.

A protest was received from Shell 0il 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
cents/therm and to certain other provisions of the schedule. An
analysis of Shells' objeéctions by the Energy Branch Staff
indicates that although the objections have some basis for further
consideration, they do not in themsélves seem to be serious enough
to prevent approval of the transportation schedule as filed, for
the short térm, recognizing that the issue of natural gas-
transportation is still under review and consideration by the
Commission.,

SoCal Gas résponsed to Shell's protest on June~26.’1986. and
identified four items of protest to Advice Letter No. 1638 with
its response to each, as folioa&:

1) the 3.5 ceénts pér therm transportation fee{ 2) provisions which
require maximum utilization of éxchange agréemeénts beforé usé of
transportation seéervices§ 3) the price at which SoCal Gas would
purchase overdelivéries of transportation gasi and 4) the price to
be paid by SoCal Gas for gas diverted under emergency conditions
to meet high priority réquirements.

SoCal Gas believes that a short-term EOR transportation rate of
3.5 cents per therm is appropriate by their 1nterpretat10n

D. 85-12-102 and D. 86-03-057. Short-term transportation does neot
mean interruptible transportatlon. Short-ternm transportatlon has
equal prlorlty of seérvice with long-term transportsation, and no
curtailment is anticipated in the neéar future.

On the se¢ond item of protest, shell says, "thé Commission should
recognize the separateness of exchange agreements and
transportation service." SoCal Gas believes that if
transportation customérs could useé transportation before exchange,
it could obligate SoCal Gas to purchase greater amounts of -
exchange gas. Since exchange gas is in many cases pricéd above
SoCal Gas' system averagé cost of gas, Shell's proposal could
increase average costs for other ¢ustomers.

The third iten of protest concerns theé ¢ost of purch851ng
overdeliveries of gas. Sheéll claims that thé provision of sect1on
2.04 allowing utilities to purchase excess transportation gas
delivered to the utility sSystem at the lesseér of the customer s
gas cost or the utility's lowest cost of gas imposés too severe a
penalty on transportation customers.
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Shell prOpOses that the utility purchase such gas at the lesser of
the customer's ¢ost 6r 90X of the utility's system avérage cost.,
SoCal Gas disagreés and believes the customer, not the utility,
should bear the risk and the cost of not being able to usé all the
gas he buys,

The fourth item of protest deals with the reimbursement for
diverted gas which SoCal Gas may usé to méet high-priority
requirements. Shell claims that transportation CuStomers should
be reimbursed for additional éxpénseés which occur as a result of
the diversion of gas. SoCal Gas beliéves transportation customers
should present their claims for any additional costs of thé sert
Shell describes to the Commission for resolution. SoCal Gas
further believes there is no need to deal with this matter
Spec1f1ca11y in the service agreement.

The Public Staff has reviewed this advxce letter f11ing and has
not protested its prov131ons.

We find this new rate schedule to be just and reasOnable as a
temporary measure until _the end of 1986. . The Commission will'
reexamineé the appropriatenéss of Schedule GST-2 before

December 31, 1986 to determine the appropriateness of EOR rates in
general,

THEREFORE

1. Southern California Gas Company is authorlzed to prov1de
short-term transportation service for Enhanced 0il Recovery
customers under its new tariff Schedule No. GST-2,

2. Adviéeé Letter No. 1638 G is approved for a six month term
until December 31, 1986. The Comrission reserves the right to
examiné this Schedule at any time to determine the appropr1ateness
of this transport serv1ce rate for EOR. , :

3. The Conmission shall be keépt 1nformed of all contracts u1th ,
EOR customers and notifiéd of the margin contributioén seéecuréd from
each contract. This 1nformat10n shall be sent to the Exeécutive
Diréector vith a copy to the Chief of the Fuels Branch of theé
Public Staff Division.
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