PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

COMMISSION ADVISORY RESOIUTION G-2857
AND COMPLIANCE DIVISION FEBRUARY &, 1989
Energy Branch ,

RESOLUTION G-2857. PACIFIC GAS AND BLECTRIC COHPANY
(PG&AE) AND SOUTHERN CALIFORNIA GAS COMPANY (50051cas)
ORDER AUTHORIZING A SHORT TERM GAS LOAD - BALANCING. :
SERVICE AGREEHENT (AGREEHENT) BETWEER BOTH UTILITIES. c

BY ADVICE LETTERS 1516-G (PG&E) AND 1843 (SOCALGAS),
BOTH FILED JANUARY 4, 1989.

SUMMARY

1. The Agreement would allow muthal benefits to PG&E and

SoCalGas. . PGAE would gain short térm gas load balancing on

50calcas'7system. SoCalGas would usée moreé of its systém ©
capac1ty without affecting currént’ operations and also would
earn revenue from PGLE’s use of avallable storage space.a’ e

2, PG&E and SoCalGas’ requests areé granted condltlonally,
with a provision for reporting and for réview of SoCalGas' L
revenues under the Agréement. .

BACKGROUND

"1y -, . The’ purpose of these adv1ce letter filings is ol submit
an agreemént bétwéén PG&E and SoCalGas to provide protection to

" PGLE custoners fronm the risk of supply curtailmeént during the
winter season. : _ R

2. At times, SoCalGas can accept PG&E gés for temporary
storagée and réturn, dué to the geographic location of thé PG&E
and SoCalGas service territorles, transmission llnes, supply
sourcés, and storage fields. :

3. PG&E and SoCalGas are requesting authority to enter 1nto
a Short Teéerm Gas Balan01ng Service Agreemeént. This Agreement
would providé PGLE with short term gas load balancing on - .. - -
- SoCalGas’ system. The initial term of the Agreément . runs’ from
the date of its approval by this Commission until July 31, 1989‘
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Thereafter, the utilities agree to extend it each year unless
terminatea by either utility prior to July 1 of the ensuing
term,

4.  __Under thé Agreement, beéetween Novémbér 1 and March 31 of
the following year, PGLE may deliver up to 300 million cubic -
feet (MMcf) per day of gas that exceéds its system demands and -
that SoCalGas can accept. No more than 2 billion cubic feet
(Bcf) of gas can be held for PG4E at any time. .
5, The charge for the balancing sérvicé will be negotiated
monthly. The floor chargé shall bé no léss than 10 cénts per
decathérm (a decatherm equals; apgrqximately.‘1,000»¢qbio<£éét} ‘
or 1 Mcf of natural gas). The ceiling pricépis_notit6;¢g¢¢¢d*iJ]‘
- SoCalGas’ fully allocated cost of sérvice for storage facilities
plus SoCalGas’ interutility transportation rate under the
utility’s rate Schedulé GIT. If PG&E deélivers thé §gas for . .-
storage at the Kérn Rivér Station point of receigt ?ﬁstéa@$ij}f
~ Topok at the cCalifornia-arizona border, PGSE will réceive eredit:
under its interutility transportation rate Schedule G-INT and a

1.9 percent fuel use compénsation..

6. PGLE is to deépléeté all rémaining gas under this -

Agreemént by April 30 of each year or pay a penalty charge of -

$0.20 per décatherm per month.

7.  PGLE points 6ut that its system would be at 1éss risk
for supply curtailment if this additional storage wéré available
to them. : | rrand

8. ., SoCalGas has assuréd thé‘COmmiéSiqn"Adviéoryléhdié;Q]
Compliance Division (CACD) that it would first seérve its éwn~ !
customers beforé accommodating PG&E undér this Agreenént.. Also,
bécause long term storagé by PG&E would interferé with othér
opérations, SoCalGas claims that it would not renew the - - - - -
Agréeméent if it was uséd for long term storage. ST

9. . . The utilitiés havé réquestéd expedited approval of thésé
£filings under sSection 491 of the Public Utilitiés.Code, . Their .
reason is that the proposed service; if authorized; will be . = -
exerciséd during thée current winter period (i.eé. PGLE nééds to.
store gas before April 1 if it is to operate under the
Agreéement) . .

PROTESTS

1. Protests were filed by Salmon Ré§qurc¢s Ltd. (Salmén) °
and Mock Resources, Inc. (Mock), thé california Industrial Group

(CIG), and the city of Long Beach. The protéstants claim that
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the two utilitiés would circumvent provisions of Commission
Decisfon 88-11-034, regarding storage banking ruleés,

r R The protestants also claim that the short term lead -
balancing proposal offers more favorable térms of gas storage
service to PGLE than it does to noncore customers and other
brokers/marketers. _

3. Finally, €IG is of the Opinion that the Agreement will
increase rates, cause withdrawal of service and conflict with .
-other rate schedules. CIG’s basis for these ¢claims is that: the
cost incurred by PG4E under thé Agréement will be includéa in-
the utility’s commodity cost to the ratépayérs and will’ increase
the ovérall cost of gas to core and noncore procuremént - ,
customérs. Also, usé of SoCalGas’ storagé capacity by PG&E will
limit its aVailability to other SoCalGas customers.

4. PG&E argues in response to the protests that thé |
Agréemént differs from the Gas Storagé Program undér. Deoision
88-11-034, in that it is a short term, best efforts load -
balan01ng arrangement which provideées an ;nterutility 3551stance
service to PGLE.” PGLE représeénts that this type of service 1s
an_inhérent part of transportation serviceé provided by.”
'ut111t1es. PGLE agreeés that. the costs of the:Agreemént’ will be :
included in its commodity costs and’ that such costs are
equivalent to volumetric transportatlon costs- included 1n the:
cost of deliverlng gas to the califérnia border: Sincé the.-
Agréemént 1s for best éfforts gas serv1ce, SoCalGas' operations '
will not be impactéd. : .

5. ~ PG&E also maintains that it will not use this’ éxtra
capacity for gas banking operations in c¢énnéction with
brokerlng. S

6. Connents regarding the Adv1ce Letters were submitted by
the bivision of Ratepayer Advocatés of thé california Public: .
Utilities ‘commission (DRA). DRA comménts that the proposal is. .
réasonable but that the Commission shéould havé the opportunity
to reviéw the agreément  after two years of pilot’ Operation., DRA
also states that documentation of the load balancing functions
is needed, accounting for gas volumes and revenués. .

DISCUSSION

1. Load balan01ng and storage banking arée not the same
service, Load balancing is intended to deal with short. term,
unplanned imbalances betwéen thé amount of gas a utility
rece1Ves and thé amount it delivers. Storage banking is used
primarily for longer term, planned imbalances in ordér to -
malntain service reliabillty and to take advantage of favorable
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procurenent and delivery opportunities. For these reasons,
CACD believes the Agreeméent does not constitute storage banking
and does not conflict with the Gas Storage bDecision.

2. " The Agreement, howéver, does resemble the gas storage
decision’s "as available~ banking (D.88-11-034), in that it"
provides a remedial service under specific conditions. PG&E
répresents that the servicé will be used as neéded. Given the’
short time rémaining this winter season when this service would
bé used (Fébruary through April), CACD béliéves that Commission
approval would not interfére with the Pilét Storage Prégram ,J"-
beginning April 1, nor that it would provide PGLE with any maJor
monopolistic advantagé for brokering.

3. For thé gurposes of short term load balancing and of .-

meetlng the utility’s time cOnstraints, CACD récommends that. the"

commission approve the Agreemént condlt1onally, allowing load -

" balancing to océcur through March 31 with depletion of excess. gaS'
‘not to extend beyond April 30. - At some later; less urgént’ time,
thé utilities should réquést the Commission réview the allowed

operation and recon51der full approval of the Agreement. :

4, CACD concurs with DRA that the operatlon of this,“
Agreément should bé documented: This can bé accomplished: e
through monthly reports on VOlumes, ratés, and paynénts by- each ’
utility. Reports should be subnitted to CACD on a monthly basis
bétwéen Novembér 1 and April 30 of each yéar. Unléss thé. - ..
Comnission acts to éxteénd the Agreement béyond this season, CACD
recomnénds that this reporting requirement- termlnate on April

30, 1989. .

5 - SoCalGas has 1nd1cated that thé revenues from the S
Agréément will bé credlted to its: Interutlllty Transportation
Account.- In Décision 87-12- 039,‘1nterut111ty transportation’ ffa
‘ serv1ce revénues were credlted to a revenue requirement where
the utility was at risk to move the volumés reélated to the: - -
revénue. Although this serviceé: is an 1nterutility érrangement
- using So6CalGas’ Schéedule GIT as a pricé component, reVenUes
generated by the Agréément are not rélated necessarlly to the
1nterut11ity révénue aceéount, because this service is 1nténded
to provide. systen load balancing not’ 1nterut111ty
transportatlon.- For this réason, Agreement revenues shbuld be
placed in a memorandum acc¢ount until their disposition can’ be; -
addressed 1n soCalGas’ next Annual cOst Allocatlon Proceeding;ngr
(ACAP w

6. CACD récomménds approval of this Agreement because 1tf
will benefit PGLE’s ratépayers at no cost to sSocalgGas’ ‘ :
ratepayers.. The reportlng requ1rements and memorandum account
discussed abové should bé ordéred so that thé Commis51on ‘may
éxamine the réasonabléness and detérmine the dlsp051t10n of any
revenue generated by the Agreément for SoCalGas. L1kew1se,
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PGLE!'s costs also should be subject to reasonableness review and
adjudicated in its next ACAP, with a memorandun account tracking
any amounts incurreéd.

7. " pPublic reviéw of the proposed Agreement is- available at
any time under the provisions of -the Public Utilities Code, -
particularly Section 728, thereéefore, no special provision for
review is required. :

8. Public notificatiOn of thesé Adv1ce Letters was made by
each utility mailing copies to other utilities, interested -
parties and governmental agencies.

ginni&GS'

S T .. The load balanclng Agreement does not constitute storage
' banking ana is not in conflict with D. 88-11- 034.

2. . The Agreement and the load balancing service: merit g
obseérvation for the duratlon of the currént winter seaSOn.

'3, The allocated 2 Bcf gas space is to bé used as a load
balanclng celling and is not a storage target.

-4, soCcalGas nay der1Ve révenue from this operation.ff'-5"i

5. A monthly sunmary report of gas quantlties storéd, T
récalled, and billed undér this Agreément should bé submittead to
CACD for the perlod November 1 through Aprll 30 éach yéar._;~:f

6. ReVenues generated from the operatlon of the Agreement |
should be placed in a memorandum account- for réasonableéness
. reV1ew and ultlmate disp051t10n in SoCalGas' next ACAP, - =

7. - Costs incurred’ from the operatlon of the Agreement L
should be placed in a mémorandum account for réasOnableness
review and u1t1mate dlsp651tlon in PG&E’s next ACAP. ER:

8. EXCept as noted- above, the Agreement will not increase
‘rates or charges nor cause withdrawal of service ‘for any S

. custoners,

9. PGLE’S and Socalcas' requests, by AdV1ce Letters 1516-6
and 1843 respectively, for approval of a Short Term Gas Serv1ce
Balanc1nq Agreémént are )ust and reasonable. _
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THEREFORE, IT IS ORDERED thatt

1. Southern California Gas Company is -
authorized to provide gas load balancing.
service to Pacific Gas and Electrioc. Compahy
for the duration of the 1988-1989 winter
season,  under the terms of the Agreement as
requested by Advice Letters 1843 and 1516-6,
respectlvely.

Both utilities shall maintain adequaté oo
records to track the cost, quantities and
revenues generated by the Agreement.

Monthly summary. reports of data- recorded B
pursuant to Ordering. Paragraph 2, above," for-j_-
the périod February 1 through April- 30, :
1989, shall be filed with the Commission .
Advisory and compliancé Division and shall '

be open to publlc inspection.

The 16ad. balanclng service under thisfis.%
agréément “shall not be uséd. for brokering -
purposés and shall not 1nterfere with -~
storageé banking serV1ces ptonded pursuant Ce
to Décision 88-11- 034. :\13”

3

Séouthern Californla Gas Company shall record’ '
any révenues from thé Gas Balancing Service -
Agréement in a mEmorandum account for - .~ T
reasonableness réviéew and dlsp051tion in the s
ut111ty's néxt Annual Cost Allocatlon :
Proceedxng.

- Pacific Gas and Electrlc Company shall
récord any costs from the Gas Balancing:
Service Agreéémént. in a memorandum account AR
~ for réasonablénéss réviéw and dlsp051tlon in\f'
the utility’s next Annual Cost Allocation )
Proceeding. _ _

Advicé Letters 1516-G and 1843,,and the &rz LR
accompanying Gas Balancing Seérviceé AL
Agréemént, shall bé marked to show that they

were approVed conditionally by Commission -
Résolution G-2857.
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8. Pacific Gas and Eléctric Cémpany and -
Southern california Gas Company shall file
revisea Lists of Contracts and Deviations,
as provided for in Géneral Order 96A, within
sixty days of the éffectivée daté of this
ordeér. i ' ’ .

Pacific Gas and Eléctric Company and -
Southérn California Gas Company may submit
Advicé Lettérs aftér May 31,.1989 for .
commission reconsidération of the Agréément,
requésting full réviéw of thé 1988-1989
conditional 1éad balancing servicé in
conjunction with thé Gas Storage Pilot

©10. This Resolution is effective today.

‘I hereby cértify that this Resolution was adopted by the california
Public Utilitiés Commission at its regular méeeting on February 8,

1989. Theé following Commissioners approved it¢-

N ":!-};A.:‘-“‘.: ~\..-: .;
Executiveé Director

1 . u




