E-5
PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

COMMISSION ADVISORY RESOLUTION G-2873
AND COMPLIANCE DIVISION MAY 10, 1989.
ENERGY BRANCH

RESOLDTION G-2873. SOUTHERR CALIFORNIA GAS. conPANY
AUTHORIZED TO IMPLEMENT A PILOT GAS STORAGE BANKING
PROGRAM PURSUANT TO DECISION 89-02-068 FOR SERVICE ON
AND AFTER APRIL 1, 1989, BY ADVICE LETTER 1860, FILED
MARCH 6, 1989.

SUHHARY'

i Southern Californ1a Gas Company (Socal) submitted A&vice IR
-Letter 1860 on March 6, 1989 to comply with bécision (D.} 89- 02=
068 in order to 1mp1ement a pilot progranm for Gas. Storagée - .
Banklng. SoCal réquésted ‘approval of the Advice Létter to bé

. effective on Fébruary 24, 1989, thé issue ‘date of D.89 02- 068,,,

with the new serv1ce to begin Aprll 1, 1989.

2. This resolution grants the requést;

- BACKGROUND

1. The Gas’ Storage Banklng program was first authoerized {n an -
1nter1m oplnlon, D.88-11-034, issuéd Novembeér 9, 1988., The .
servicé is baséd on the integrated usé of utility p1pe11nes and
the cycling capab111ty 6f théir underground storage fiélds: - The
, program énvisions hélping thé ut111t1es' noncore customeérs to”
beneflt from séasonal fluctuatlons in thé pr1ce of gas ‘consuméd
in Callfornla, while ensurlng that the utilitiés: own storage
operatlons on behalf of coré. customers contlnue unimpeded.

2. Dec1s1on‘88-117034 prescr1bed a-first year pilot program for
noncore partlclpatlon beginnlng Aprll 1, 1989, followed by a .
régular progranm: in 1990. Prospectlve customers would bid for the
-service: - The winning bid prlce would establlsh the monthly
reservat1on fee for the bank1ng servlce.

3. Décision 88- 11 ~034 directed SoCal and Pacific Gas and s
Eléctric Company (PG&E) to submit. 1mp1ementat10n plans contalnlng
proposéd additions to or modifications of the Prellmlnary
Statemeénts, Rules and Tariffs, the charge calculatlons, serv1ce»
contract forms, and a detailed bidding package.
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4. Hearing participants submitted written commeénts on the
inplémentation plans. Subséquéntly, thée Commission Advisory ana
Compliancé Division’s (CACD) Energy Branch héld workshops to
resolvé the issués raised by thé participants, Thé participants
and the utilfties submitted final, writtén comménts to CACD.

5. CACD submitted its report on the workshop to the Commission
on January 25, 1989, Two decisions followed on February 24,
19891 D.89-02-068, dealing with thé workshop fssués, and D.89-
02-082, addressing Applications for Rehearing and Petitions for
Modification of D.88-11-034.

6+  SocCal submitted Advice Lettér 1860 to6 comply with D.88-11-
032, D.89-02-068 and D.89-02-082, Bid gackages containing the
proposed tariff sheets were mailed to all noncore custoners so
that they could bid for the service dué to begin April 1.

7. advice Letters were mailéd also to the gas sérvice 1ist of
participating intervenors. ‘

" PROTESTS

1. Protésts were récelved from Southern California Edisen. .-
Company (SCE) and Jones, Day, Révis and Pogue on behalf of the
Southérn califorpnia Utility Power Pool and the Imperial =~ . -
Irrigation District (SCUPP/IID). SCUPP/IID supportéd Edison’s
protest in full., Also, comnénts were submitted by thé Division
of Ratépayer Advacates (DRA). - ; ‘

2. SCE beliévés that the advicé filing as writtén is not in the
best interest of électric ratepayérs and banking customérs and
should bée modified to correct thé following concérns: -

"a, Thé procedures for nominating storagé deposits and =
withdrawals aré too réstrictive and are contrary to the
intent of Decision 89-02-068 and providé banking customers
with inadequate fleéxibility to respond to actual

conditions.

b. .SoCal’s revised, unsupported Opérating and Maintenancé
Injection (0&M) charge appéars to bé éxcessivé and should
be either réduced to 0.456¢ per therm for the pilot program
or the Commission should regquire SoCal to justify its
‘proposed O&M charge. . '

c: SoCal’s procedures for treating revénue from the pilot
storage banking servicé should be modified or clarifiea to
reflect thé treatmént of variable chargés and franchise
féés and uncolléctiblés as prescribed in Decisions 89-01-
017 and 89-02-068."
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3. In its response, Socal disagrees with SCE on the first two of
" thése issués, arguing that its Advice Létter 18¢0 is in :

compliance with the comnission’s decisions, and the variable
charge treatmént proposed by Edison in its protest is not
consistent with the decisions in the storagé case. However,
SoCal doés agree that modification of its tariff filing is
appropriate to clarify the treatment of variable charges,
franchise fees and uncolleéctibles.

4. DRA’s comménts suggest that SoCal modify its advice letter

filing as follows: :
a. SoCal should resubmit oné of the Préeliminary Stateémént
sheets to identify the Reservation Charge for the banking
service. :
b, SoCal should réword a section in the Preliminary -
Statement. It should to state that the price to bé paid by
the utility, if it buys theé customer’s gas back at thé énd
of the storage banking yéar, should bé thé currént lowest
incréméntal cost of gas, not the lowést cost of gas during
the térm of thé customér’s storageé sérvice agreément.

¢. SoCal should délete theée intérest pénalty in thé .
Storage Sérvice Agreémént to be pald by the customer
if it fails to pay any bill when the bill becomes...
dué. DRA objécts on the grounds that no such penalty .
éxists elsewhére and, that if allowéd, would be a highér .
interest rate than it récéives for its balancing accounts.
d.  Socal should indicate how it will account for the . -
OtM chargé which storage customérs will bé paying as part
of thé ratés associated with the service. :

5. SoCal is not réquired to submit a written response to

- comments and, did not réply.

'DISCUSSION _

1. SCE argues that SoCal did not comply with thé-intent of D.89-
- 02-068 bécause it failed to provideé banking customers with -
‘adéquate flexibility to réspond to actual conditiens.: .
-Specifically, SCE objécts to the lack of a.provision for .
adjusting nominations during thé month in résponsé to changing -
Conditions. - SCE argues that Décision 89-02-068 récognizes that
banking serviceé is properly viewéd as an adjunct togas =~ - -

transportation” (p.2) ang,; theréfore, the storage tariffs should
pfovide_a‘dégrée of fléxibility to adjust nominations during the
month similar to that afforded transportation customers. -




R

Resolution G-2873 , : |

SCE cltes SocCal’s Rulée 30, which govérns thé transportation of
custonér-procured gast *Customer will give notice to Utility at
least by 9100 a.m. Pacific time two (2) calendar days before
initial deliveries, or a chan n ver s yYequested.®
(Section €.2, emphasis added): SCE argués that in order to
conform to the intent of D.89-02-068, SoCal’s tariff should be
aménded to provide similar flexibility to banking customers.

Socal answérs that its tariff filing conforms exactly to the
nomination procédurés specified in D:i89-02-068, and cites from
the decisiont ”The lead timée for pilot program banking servic
nominations at thé beginning 6f thé month 'should beé two days, . .
excépt for withdrawal nomindtions during August, Septémber, and
October, for which the LDCs (Local Distribution Companies) may
requiré a lead timé of not léss than four days beforé the -
beginning 6f thé month.” SoCal argués furthér that #if the .
Commission had intendéd in D.89-02-068 to allow storage customers
to-make or changé storage nominations on twod days notice at any
time during a month, it would not have spécified in D.89-02-068"
that the notice should come before the beginning of a month.*

CACD agréés with SCE in this instancé. Comménts made by Socal in-
the storage workshops and subsequent written céomménts, and othér
published materials all confirm that SoCal should allow at least
oné monthly adjustment in nominations. :

Thé gas industry spot market révolves around purchasés at the
beginning 6f éach month. Héavy bidding occurs at this time,
causing much compétition for the bést pricés. For planning .
purposés, nominations for & month’s transportation aré néédéd in
advance of thé first of each month. However, adjustménts may be
necessary to align recéivéd volumés with nominated volumes.

Decision 89-02-068 (pp. 15-16) statés that ”"thé two-day 1léad time
presently used for transportation rnominations at the beginning of
the month is also génerally appropriateée for banking service. an
excéption to the latter généralization is whéré the banking - .
customer seéks to make a withdrawal during what is normally the

injéction séason.”

SocCal’s ”Storage Banking Nomination Procédurés”, sént to éach
prospective noncoré customer, statés that a transport customer
"nominatés to SoCal baséd on currént transportation rules”. .In
thé workshop; this issue was discusséd and comméntéd on: In'its
written comments to thé workshop, SocCal statedi ”~buring the
period of thé Pilot Program, SoCalGas expects to be in a near
maxinum injection mode throughéut the injection périod. Oneé
adjustment of injéction nomination pér month is pérmitted.”
(Workshop Comments, p.19).
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Socal has declined to incorporate tariff_language_explainih?,its
stated policy. Further, SoCal has relied on thé Commission’s
lack of a statément regarding adjustments in D.89-02-068 to

support its position. No mention of adjustments is made in the
tariffs, but statéeménts found in the bid packagés indirectly
sugport the notion that adiustments can be madeé during thé month,
relying on the transportation rulés (Rulé 30) for an éxplanation.
For clarity, CACD reécomménds that SoCal be required to mention in
its tariff that adjustments to nominations will be made on a bhést
efforts basis, and that at a minimum, one adjustment pér month is
pernitted with a two day 1ead time for that adjustmént
nomination.

2. SCE’s second issue invélves thé Variable Operating and
Mainténancé Injection (0&M) chargés. SCE states that the tariff
amount was undocuménteéd and should eithér bé reducéd to 0.456¢
per therm (the amount réviewéd in the impléméntation plans and
_the workshops) or that thé 0&M charge ke justified., ) -

SO0Cal responded to this issué in its responsé to SCE’s protest
with documeéntation supporting thé injeéction in-kind charge -
percéntagées and thé variablé O&M calculations. CACD reviéwed the
méthédology and thé calculations and is satisfiéd that it -
complies with thé deécision and that it is essentially correct. -

The new variablé O&M charge was calculated avéraging Socalts .
"Big Four” storagé fields. Theé initial calculation was limited
to the Aliso fiéld. Thé new calculation incréased to 0.631¢ pér
-thern from the eéarliér 0.456¢ per therm: SCE arguéd that the
incréasé was countér-intuitive and that thé charge should have
decréased rathér than increased. .

CACD bélieves that inclusion of thé other thréée fiélds and thé
revision of the GNP Deflator useéd to éscalaté the value from 1988
to 1989 dollars causéd thé increasé:. Of thé ”Big Four” storage-.
fields, Aliso and Goléta weére thé most cost efficient fields = .
averaging bétweéen 0.4¢ and 0.5¢ pér therm. Honor Rancho'’s éight
-year average was 0.9¢ pér thérm, and Montebello was 1.58¢ per

In its réview of thé O&M calculations and the in-kind injection -
énergy charge, CACD found some ninor math errors. The correctéd .
O&M charge amounts to 0.640¢ per therm from 0.631¢ per thérm, a
0.009¢ per therm incréase in favor of SocCal. :

Thé in-kind énergy chargeé containéd somé rounding problems.. When
calculated, thé peéercéntagé should havé béén 2.651% instead of
2.710%. When converted into dollars, using an estimateé of ,
0.20¢ peér thérm for the cost of gas, the net change amounts to a
décrease of 0.012¢ per theérm.
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When both eérrors aré correécted, SoCal gains a net annuwal
overcharge of $3,879% for the wholé Trcgram, using the 0.20¢ per
therm cost of gas. Despite the small nét effect 6f these
calculations, CACD recommends that the corrections be made to the
tariffs in order to remédy any future misunderstandings.

3. SCE’s third issue was that SoCal‘’s tariffs state that the
account which récords theé amount to be crédited back to noncore
custoneérs will be crédited with specified percentages of the
reservation charge révénués léss an allowance for Franchisé Fées
and Uncolléctibles (F&U). In addition, SCE points out that .
SoCal’s tariff filing doés not ¢learly reflect the provision of -
D.89-01-017 that pilot program variable charge révenuées be - '
credited back to noncore customers. -

SoCal statés that D.89-02-068 providés that during the pilot
program the utilitiés will not add any F&U costs to their .
‘reservation charges. socal agrées that the language in the -
tariffs is confusing for the pilot program and will remove the.

. yeéferénce. Régarding the révenué crédits, SoCal also agrées that
its filing is not sufficiéntly clear on this point. soCal will .
submit reviséd languagé to make cléar that the account for réfund
to noncoré custémers will bé creditéd with all révénués from the--

-0&M injéction charge and with the imputed valué of in-kind fuél -
chargés paid by storage banking customers. e

4. DRA’s comménts wéré discusséd with SoCal. SoCal agreéd that .
it should identify thé Réservation Chargé for banking service in
its rates summary of theé Preliminary Statemént and that the -
accounting of thé O&M charge should also be idéentified. sSécal
will substitute sheets corrécting thésé omissions. i

5. CACD queried SoCal about the inteérést peénalty found undér the
' Storage Sérvice Agreemént to be paid if the customer fails to pay
any bill when thé bill becomes due. Section 8.3 of thé seérvice
agreenént reads:!

#Should Storage Custonmer fail to pay any bill when the same ..
becomés dué,  intérest shall accrué théréon at an annual intérest .
rate équivalént to oné hundreéd twenty-five percént (125%) of the
interéest rate applicablée to the Utility balancing accounts....
such interest rate shall not eéxcéed the maximum raté permitted by
law.” :

The formula for the interest penalty is ¢
Amount Due X 1/12 Commercial Paper Rate X 1.25
This rate was not contésted in the workshops nor was it préﬁéétéd

in the Advice Letter filing. Howevér, DRA commented that it
seemed rather high. CACD recommends that the rate be allowed for
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the duration of thé pilot banking program on thée condition that
i;gzeceive review before the regular program begins in April

6. DRA’s remaining comment concerned thé priceé the utility was
t6 pay a storage customer for its gas at the ¢nd of the storage
banking yéar. DRA believes that in D.88-11-034 the Commission
is indicating that the appropriate gas price would bé the
utility’s lowést incremental cost of gas, not the lowest cost of
gas during the térm of thé customer’s sérvice agreément. o
Decision 88-11-034 (pp.31-32) states that the gas price to be
used is at the LDC’s lowest incremental source. ‘

SoCal’s tariff states that *If a customér has gas in its storage
account at the énd of its contract term, Utility shall buy the
remaining gas at Utility'’s lowest incrémental cost of gas during
the term of custoneér’s storagée servicé agréément unléss another
arrangement is mutually agreéd upon by the partieés...”.

Sincé the tariff also states that another arrangemént can bé made
if mutually agréed upon by thé partieés, this issue is rémédiéd.
CACD recomménds no changés bé made to this section of the tariff.

FINDINGS

1. Nomination adjustments shall be made on a best efforts basis.

At a ninimun, storage banking customers should be afforded oné
adjustment of injection nominations pér month with a two day lead

time.

2. Southérn california Gas Company’s injection in-kind charge.
percéntagés and variablé O&M charges for storagé banking shall be
correctéd to 2.651% and 0.640¢ per thérm réspéctively.

3. Southern California Gas Company should subnit révisions to -
clarify that the account for réfund to noncére customers will be
credited with all révénués from the 0&M injéction charge and with
the imputed valué of in-kind fuel charges paid by storage banking
customners. ) _ . e

4. Southérn California Gas Company should be allowéd to usé its
annual interést penalty for the pilot storage program. This.

' penalty is subjéct to reconsidération for thé reégular storage
program 1in April 1990. AT
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THEREFORE, IT IS ORDERED that:

1.

Southern california Gas Company is authorized to

impleneént its pllot gas storage program efféctive

southern California Gas Company shall subnit .
substitute sheéts as discussed above.

Advice iéttér 1860 shall be marked effective on
April 1, 1989. : | R

" I héreby certify that this Résolution was adopted by the Public
- Utilities Commission at its régular mééting on May 10, 1989. . The
following Commissioners approved it: AR A
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