
PUBLIC uTILITIES COMMISSION OF THE STATE OF CALIFORt~IA 

ENERGY DIVISION RESOLUTION G·3i41 
AUGUST 6, 1998 

RESOLUTION 

RESOLUTION G.3241, SOUTHERN CALIFORNIA GAS COMPANY . 
(SOCA.LGAS) REQuESts APPROVAL FOR TARIFF REVISIONS TO· 
PRELIMINARV STATEMENT PART VIII TO REFLEct THE 
MODIFICATIONS ADOPTED IN n:97.()(;..Q61 REGARDJ'NG ITS GAS COST 
INCENTIVE MECHANISl\-f. SOCALGAS' REQUEST AS SUPPLEMENTED 
IS APPROVED. 

BY AI>VICE LETTERS 2700 A.~D 2700·A FILED ON APRIL 6 AND JULY 10, 
1998 RESPECTIVELY. 

SUMMARY 

I. By Advice leNet (AL) 2700, Southern California Gas Company (S6CalGas) requests 
apptoval to update the Preliminary Statement, Part VIII to its tariffs, Gas Cost Incentive 
Mechanism, tQ comport Viith Otdering Paragraph No. I of Decision (D.) 97-06-06 t. In 
that decision, the Commission adopted the joint recoininendation of socarGas and the 
Offiteof Ratepayer Advocates (ORA) fot certain changes to SoCalGas' Gas Cost 
Incenth'e Methanism (GCIM) and extended the pr6gram. through Match 31. 1999. In 
addition, S6CalGas proposes to streamline some Qfthe text portions of the GCIM 
program description. 

2. On July to. 1998, SoCalGas filed a supplement, AL 2:1()()-A, to reflect 5e\'eral further 
modifications to its PreJiminaIy Statement as filed in AL 270(). First, the lail.g~ge 
regarding submission 6f program changes by ad\'ice le~er Was deleted at the request of 
the Energy Division. Se~ondly, ·the pre\'iously 6mi~td pr9visi61lS regarding treatment of 
cote gas sales and teportinglequirements from D. 97-06-061 ~ete incorporated ... ". 

. . 

3. SoCalGas requests· that the tariffs tlted \\ith its su·ppl~mentaJ At 2700i A be efte(·tiv~Qil . 
August 19,' I ~8. fortY days ·aitet the tiling date. A CommissiOn Resolution is required 
because 97-06-061. cited by SoCaiGas, made no specifiC order concerning a compliance 
filing. 



Resolution 0-3241 
S()C~](Jas AL 2700 and 2700-A I KDA 

August 6, 1998 

4. On Aprii 27, ·.998. Southern California Edison C(itnpahy (Edison) protested .one as~t 
of the modified GCIM ptogram. Edison obj«ts to themannei· in which net revenues from 
SoCalGas' California Energy Hub (Hub) are tre~ted \\ithin the GCIM program ... 
However. SoCalGas

t At does not proposeGCIM pro~ changes. It updates the tariff 
language to refl~t changes adopted in the "fw 2,GCIM·Revie~' PrOceeding, Applkati6n 
(A.) 96-06~629. and SoCalOas l 1996 BientUaJ Cost AllOcation Proceeding (BCAP), 
A.96-03~031. Therefore, Edison's protest is denied .. 

. . 

S. The updated tariff language, PteJiminaiy S~tetnent p~ VH.subm:«ed bySoCalGas in 
AL 2700·A is conS is-tent \\ith the changes adopted in D. ·91-06·061 and is therefore 
approved. 



• 

Resolution 0·3241 
SoCalOas AL 2100 and 2100·A I KDA August 6. 199& 

BACKGROUND 

I. The Commission approved A three· year experimental aCIM for ,~oCalOas in D.94.03. 
076 that became eff«ti\'e April I, 1 ~4. The purpose (It the GCIM progtan1 is t() pro\ide 
SoCalGas \\ith an incentive (0 achieve a cosf of gas that is at or below the prevailing , 
market price for gas. The GCIM program consists of estabH~hing a bendunark budget 
agaiJiSt \,,'ruch to measure the actual co~f SoCalOas pays for gas purchased to meet the 
needs ofietail core arid cote sUbscription customers. 

i. In D~97-06-06I, the COlrurussi6n adopt¢<! m~ititatiQn.s 16 the GerM }>n~~. based (In 
the Feb~ 13, 1997 Sdpulatioil and Agreement in A.96-06-019 betweeri the office of 
Ratepayer Ad\'OcAtes (ORA) andSOCalOcis (Agretmerit).- The GCIM pro&rarri \\-as 
extended through Matth j I, • m~ ,The Storage Incentive Mechanism p6rtion of the 
GCIM was eHmtmlted. C~rtain cha.nge~ were AlsO. adopted in the caJculation§'ofthe . 
benchmark budget, actual gas ·costs. and intenth1e dementS of the GCIM. Among these 
changes was the provision th~t Catiforrua Energy Hub revtnuts should be included as a 
credit to the GCIM actual costs. 

NOTICE 

1. Notice of AL 2700 and AL 2700·A Was made by pUblication iri the CotnIruSsion's 
calendar and by mailing copies of'the filing to all parties in A. 93·10-034 and A. 96.06. 
()29. 

PROTESTS 

l. On Apnl27, 1995, Edison filed itS nearly tUnely protest (oAt 2700. Edison objects to 
the inclusion of Hub riet revenues as an adjustment to SoC-alGas' total actual COst for 
pwposes ofils GCIM. Edison argues that,"First, Hub revenues have no rdevance On 
SoCaJGas' gas procurement actiVities for cQie customers. SecOnd. SOCalGas would have 
the ability and the incentive to treate an artificial demand for Hub services which would 
increase the cost to dellvet gaS into'southern California, and ultimately impact the 
California Po\\er Exchange market clearing price." 

2. SoCalGas'-May 6, 1~8 tesponse charact(rizes Edi~nts protest as a "colla~efal attack on 
(\..'0 recent Commission decisions addressirigthe prOPer treatmelit otHubreVtilues." 
This mat1~t was decided irirn'o recent COrfunissiort proceedings, the GcI.M Year 2 
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Resolution 0-3241 
SoCalGas AL 27()() and 2700-A I KDA August 6, 1998 

Review pr-xeeding which resulted in the current GCIM framework, as well as SoCalGas' 
1996 neAP. In both cases, the Cotnmission ruled that Hub net revenue should be used to. 
lower the cost of gas to the cote, not shared among all cUstomer classes. (See Condusion 
of Law II to 0.97-06-061 and Finding of Fact 68 to D.97-04-082.) 

3. SoCalGas' response also points out, "Ad .. ice No. 2700 is a compJiance filing onl), to 
change the preliminary statement of So.CalGas' tariff merely to reflect the explicit 
findingsofCo.rIunission dedsions." Since SoCalGas propoSeS no changes to the method 
by which Hub revenues ate included Or used within the GCI?o.f program, SoCalGas dOes 
not "believe it is necessary to address the "merits" of Edison's ptotest." 

DISCUSSION 

I. The stated purpose of AL 2700, as supplemented by AL 2700-A, is (6 "revise 
Preliminary Statement, Part VIII to include modifications t6 the calculations of the 
benchmark budget. actual gas costs, and Incentive eJeinentsotthe GCIM as provided (or 
b)' D.97-06-061." Therefore, our acceptance is conditioned upon consistency \\ith the 
decision, rather than upon the substantive merits of the tariff changes. 

2. Based on oUr review of At 2700 as supplemented by At 2700.A. and D. 91-06~061, we 
find SoCalGas' filing to be consistent \\ith the order. No protest was filed by ORA, 
signatoi to the Agreement upOn which the decision was based. 

3. So Cal Gas' AL 2700 did nOt propOse any changes to the method by which Hub revenues 
are included Or used \\ithln the GCIM program in Advice 2700. Edis6n had the 
oppOrtunity to and did argue the appropriate treatment of Hub revenues in the context of 
SoCalGas' Year 2 GCIM Review and the BeAP. The CoI'nmission ruled in favor of the 
Agreement, despite Edison's opposing COinments. In D.97-06~061, Conclusion of Law 
No.1., we specifically concluded that California Energy Hub revenues should be 
included as a credit to the GCIM actual cost. Therefore, Edison's protest is denied. 

4. SoCaiGas' ranft's have no.t been consistent \\ith D. 97-06~061 since its adoption in June 
oflast year. B)' approving ALs 2700 and 2100-A, this Inconsistency is now remedied. 
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Resolution 0·)241 
SoCalOas AL 2700 and 2700·A I KDA August 6. 1998 

FINDINGS 

1. SoCalOas filed AL 2700 on April 6. 1998 and AL ~700·A On July 10, 1998 requesting 
authority to update the Pr~liininary Statement o(its tariffs, Part VIII, Gas COst Incentive 
Mecharusm, to comport y,ith Otdering Paragrapb No. I of Decision (D.) 97:.06.061. 

2. A number ofGCIM Program changes wete adopted in D. 97-06-061, as 'well as an 
extension in the experimental GCIM. 

3. SoCalOas' tariffs have not been consistent \\ith D. 97·06-061 slnce it was adopted in 
June otlast year" 

4. The updated Preliininary Statement, Part VII filed fot approval in AL 2700-A is 
consistent \\;th D. 97-06-061. 

S. In a protest filed April 27, 1998, Edison objects to the inclusion ofCalifomia Energy Hub 
net re\'enues as an adjustment to SoCaiGas' total actUal cost for pu.rposes of its GCIM. 

. --- :---.- - - --: 

6. SOCaiGas' AL 2700 ~ropOses no changes to treatment 6fCalifornia Energy Hub net 
revenues in the GCIM Progiain from thOse adopted in D. 97-06-061. Therefore. Edison's 
protest is denied. 

1. Notice of ALs 2700 and 2700-A was made by publication in the C6rtunissionts calendar 
and by mailing copies ofthcHllilig to all parties in A. ~3 .. IO-Ol4 and A. 96.06~029. 

8. SoCalOas tequests that this advice filing be effective August 19, 1998, which is 40 da}'s 
after the date filed. There is no reason to delay implementation since the proposed tariff 
changes are approved by Commission Resolution. 



Resolution 0·3241 
SoCalGas AL 2700 and 2700·A I KDA August 6. 1998 

THEREFORE IT IS ORDERED tHAT: 

I. The updated Preliminary Statement, Part VIII to SoCaI Gas' tariffs in Advice Letter No. 
2700.A is approved 

2. Edison's protest is denied. 

3. This Resolution is effective today. 

I certify that the foregoing resolution Was duly intrOduced, passed, and adopted at a 
conference otthe Public UtilitieS,Commissi6n O(the state ofCaJlforrua held on August 6. 
1998; the follo\\ing Cotnmissionets \'oting favorably thereon: 

" 

!)~/f~l6i; 

6 

WEsLEY X'LFRANKUN 
Executive Director 

RICHARD A. SiLAS 
Presideni " 

P. GREG()RY CONLON 
JESSIE J. KNlGHT, JR. 
HENRYM.DUQlJE " 
JOSIAH L. NEEPER 

Commissioners 



PUBLIC UTILITIES CO~IMISSION OF THE STATE OF CALIFORNIA 

ENERGY DIVISION RESOLUTION G-3241 
AUGUST 6, 1998 

RESOLUTION 

RESOLUTIONG-3241. SOUTHERt~ CALIFORNIA GAS COMPANY 
(SOCALGAS) REQUESTS APPROVAL FORTARIFF REVI~IONSTO 
PRELI~UNARY STATEMENT PART VIII TO REFLECrTHE· . 
MODIFICATIONS ADOPTED IN D.97-06-061 REGARDiNG ITS GAS COST 
INCENTivE MECHANISM. SOCALGAS- REQUEST AS SUPPLEMENTED 
IS APPROVED. 

BY ADVICE LETTERS 2700 AND 2700-A FILED ON APRIL 6 AND JULY 10, 
1998 RESPECTIVELY. 

SUMMARY 

I. By Advice Letter (AL) 2700, Southern California Gas Company (SoCalGas) requests 
approwtl to update the Preliminary Statement. Part VIII to its tariffs, Gas Cost Incentive 
Mechanism, to cOnlpOrt with Ordering Paragraph No.1 of be cis iOn (D.) 97-06-061. In 
that decision. the Commission adopted the joint reconlmendatioi'l of SoC alGas and the 
Ofl1ce of Ratepayer Advocates (ORA) for certain changes to SOCaIGas' Gas Cost 
Incentive Mechanism (GCIM) and extended the progranl through March 31, 1999. In 
addition, SoCalGas propOses to streamline some of the text portions of the GCIM 
program de.scription. 

2. On July 10. 1998. SoCalGas filed a supplement. AL 2100-A; to reflect several furth~r 
modifications to its Preliminary Statement as filed in AL 2700. First, the language 
regarding submission o(program cbanges by advice letter \\'as deleted at the request of 
·the Energy Division. S~ondlYt the previously omi~ed ptQvisions regarding treatment of . 
cote gas sates and reporting requirements from D. 91·06-061 were incorporated .. 

. . 

3. SoCalGas requests that the tariffs filed with its supplemental AL ~700 .. A be ~ftecti\"e on 
August 19, 1998, (orty days after the fi-ling date. A Commission Resolution is t~(lUired 
because 97.06-061, cited by SoCalGas. made no specific otder (once-mang a cornpliance 
filing. 



Re.sotution 0·)241 
SoCalGas AL 2700 and 27oo·A I KDA 

August 6. 1998 

4. On April 27, 1998. Southern California EdISOn Company (Edison) protested one asp«t 
of the n,<>dified GCIM program. Ed~~n obJ~ts -t6 the IilaMtr in whkh nct revenues fron\ 
SoCalGas' California Energy Hub (Hub) are tteaJed within the GCIM program. 
However. SoCalGas; AL d~s not propose GCIM program. changes. It updates the taiitl 
language to reflect changes adopted in the Year 2 GCIM Review Proceeding, Application 
(A.) 96-06-029, and SoCalGas' 1996 Biennial Cost Allocation Proceeding (BCAP). 
A.96-03·011. Therefore. Edison's protest is denied. 

5. The updated tariff language, PreliminaryStatement Part VII, submitted by SoCalGas in 
AL 27oo·A is consistent "ilh the changes adopted in 0.97-06-061 and is therefore 
approved. ' .. 
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Resolution 0·3241 
SoCalOas AI. 2700 and 2700·A I KDA 

August 6. 1998 

BACKGROUND 

I. The Commission approved a three-year experimental GCIM for SoCalGas in D.9.t~03. 
076 that became eft~live April I, 199.t. The purpose of'the GCIM program is to provide 
SoCalGas \\ilh an incentlvcto achieve a cost of gas that is at orbeJow the prevailing 
market price for gas. The GCIM program consistS of establishing a benchmark budget 
against which to measure the actual cost SoCalGas pays for gas purchased to meet the 
needs of retail cote and Core subscription customers. 

- - -

2. In D.97·06-()6I, the CorrimtssiOI\adopt~ modifications to the GCIM Pr6grartl, based on 
the Febl1l3.iY 13,1~7 Stipulation and Agreeinertt in A.96-06-029 between the Office of 
Ratepayer Ad\'cXates (ORA) and SoCalGas (Agreement). The GelM pt6gram was 
extended through March 31 i 1999. The Storage (ncentive l\-fechanisol. portion of the -
GCIM was eHminate4. Certain changes' were also adopted in the c.llculations of the 
ocndunark budget, actual gas c6sts, and incentive elements of the GCIM. Amo~g these 
changes was the pr{)\isioil that California Energy Hub te\·enues should be included as a 
credit to the GCIM actual costs. 

NOTICE 

l. Notice of At 2700 and At 27oo-A waS made by publication in the Commission's· 
calendar and by mailing copies Qfthe filing to all parties in A. 9)·10-034 and A. 96-06-
029. 

PROTESTS 

t. Oil April 27, 1998. Edison filed its nearly ttmely protest to At 2700. EdiSOn objects to 
the inclusion of Hub net re\'enue.s as an adjustment to SOCalGas' total actual cost for 
purposes ofits GCIM. Edison argues that, "First, Hub revenue.s have no relevance on 
SoCatGas' gas procurement activities for core customers. Second, SoCalGas w~)Uld have 
the ability and the incentive to create an artificial deiuand fot Hub services which WQuld 
increase the cost to deJiver gas into southern Cali(omia.~and ultimately impact the 
CaH(otnia Power Exchange market clearing price." 

2. SoCalGas' May 6, 1998 respOnse characterizes Edison's protest as a "collateral attack on 
two r~ent Conimission ·d~tsions addressing the prOper treatment tlfHub revenues." 
This Dlatter was decided in two recent Commission proceedings, the GCIMYeat 2 
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Resolution 0·)241 
SoCalGas AL 2700 and 27oo-A I KDA 

August 6. 1998 

Review ptoc~eding which resulted in the turrcnt'GCIM fr-aillcwork. as well as SoCalGas' 
1996 neAP. In both cases, the Commission ruled that Hub net te\'enue should be USN (0 

lower the cost of gas to the tore. not shared among aU customer classes. (See Conclusion 
of Law II to D.97-06-061 and Finding otFact 68 to D,97-().t~082,) 

3. SoCalGas' resp6nse also points out, "Ad\;ce No, l700 isa compJiance filing only to 
thange the preliminary statement of SoC at Gas' tariffmerely to refl~t the explicit 
findings of Com miss lOti. decisions," Since SoCalGas P£Qpose·s no thanges to the method 
by which Hub revenues are included or used \\ithin the GCIM program, SoCalGas does 
not "believe it is neces..~· to address the "merits" of Edison's pro1est." 

DISCUSSION 

L The stated puipOse of AL 2700. as suppfementoo by AL 2700-A, is to "re\ise 
Preliminary Statement. Part VIII to include modifications to the calculations of the 
benthniark budget. actual gas costs. and incentive elements of the GCIM as provided for 
by D.97-06-06l."Thetefore. our acceptance is conditioned upOn consistency \\ith the 
decision, rathet than upon the substantive merits of the tariffchanges. 

2. Based on out re\1ewo"'At 2700 as supplemented by At 27oo-A. and D, 97-06-061, we 
find SoCatOas' filing to be consistent \\ith the order. No protest waS filed by ORA, 
signator to the Agreement upon which the dedsion was based. 

3_ SoCalGas' AL 2700 did not propose any changes to-the method by which Hub rC\'cnues 
are included o£ used \\ithin the GCI~I program in Advice 2700_ Edison had the 
opportunity (0 and did argue the appropriate trt'3tment of Hub re\'enues in the context of 
SoCaiGas' Year 2 GCIM Review and the nCAP, The CommiSsion ruled in favor of the 
Agreement. despite Edison's opposing comments. In D.97-06-061 , Conclusion of Law 
No.1 I, we spedtlcally concluded that California Energy Hub revenues should be 
included as a credit to the GCIM actual tOst. Therefore. Edison's protest is denied. 

4, SoCalGas' tariffs have not been consistent \\ith D. 97-06-061 since ils adoption in June 
oftast year', By approving ALs 2700 and 2700·A, this inconsistency is noW remedied. 
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Resolution 0-3241 
SoCalGas AL 2700 and 27oo·A I KDA 

August 6, 1998 

FINDINGS 

1. SoCalGas filed AL 2700 on April 6, 1998 and AI~ ~700:A on july to, 1998 requesting 
authority to update the Preliminary Statement of its tariffs, Part )'111. Gas Cost lilcenth'e 
M~hanism, to comport \\ith OrJering Paragraph No.1 of Declsion (D.) 97-06-061. 

2. A nUin~r ofGCIM Program changes were adopted in D. 97-06-061, as well as an 
extension in the experimental GCIM. 

3. SoCalGas
t 
tariffs have not been consistent v.{th D. 97-06-061 since it was adopted in 

June oflast year • 
• 

4. The updated pretimtn3.l)' Statement, part VII flied for approval in AL 27oo-A is 
consistent \'lth D. 97-06-061. . , 

S. In a protest filed April 21, 1998, Edis6.n object.s to, the inclusion o'fCaIifomia "Energy Hub 
net revenues as an adjustment toSoCalGast total actual cost (or piIrposes or its GCIM. 

6. SoCalGas' AL 2700 propOses no changes (6 treatment of California Energy Hub net 
revenues in the GCIM Program from those adopted in D. 97-06-061.· Therefore, Edison's 
protest is denied, 

1. Notice or ALs 2100 and ~7oo-A was mtide by publication in the Conlmission's calendar 
and by mailing copies of the filing to all parties in A. 93 .. 10-034 and A. 96-06-029. 

8. SoCalGas requests that this ad\ice filing be eft~tlve August 19, 1998, which is 4() days . 
after the date filed. There is rio reason to delay implemelHalion since the proposed tant)' 
changes are approved by Commission Resolution. 
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Resolution 0·3241 
SoCatGas AI. 2100 and 2100·A I KDA 

August 6. 1998 

THEREFORE IT IS ORDERED THATz 

1. The updated Preliminary Statement, Part VIII to SoCal Gas' tariffs in Advice Letter No. 
21oo·A is approved 

2. Edison's protest is denied. 

3. This Resolution is etlectlvetoday. 

I ~ertify that the f9tegoing'te.solution was duty intrOduced. passed. ~d adopted at a 
confeience of the Publ1¢ Utilities Commissionofthe state ofCalifotnia held on August 6. 
1998; the follo\\ing Corn..rnissioners voting favorably theroon: .. , • ' . 
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\VESLuV 1. F~~Ki~n~"):;"/: ,,:~,,::' " 
Executive Direttoi><:,' ._. '_~:":' . -, ~', ".' ~ . - ." . 

. ;.' i :': \ . 

RICHARD A. BILAS 
Pr~sident . 

P. GREGo'RY CONLON 
JESSIE J. KNIGHT, JR. 
HENRY M. DUQUE 
JOSIAH L. NEEPER 

Commissioners 


