PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFORNIA

ENERGY DIVISION RESOLUTION G-3258
Scptember 2, 1999

RESOLUTION

Resolution G-3258. Pacific Gas and Electric Company PG&E) Requests Approval
of Revisions to its tariff Schedules, Rules, and Forms Applicable Throughout its
Service Territory. Approved.

By Advice Letter 2116-G, Filed on November 6, 1998.

Summary

Pacific Gas and Electric Company (PG&E) secks approval of revisions to its Gas Rule 14 -
Interruption of Curtailment of Natural Gas Service, Section E — Operational Flow Orders, and
F—Emergency Flow Orders, by Advice Letter (AL) 2116-G.

The revisions provide: (a) an altemate calculation methodology for non-compliance during an
Operational Flow Order' or an Emergency Flow Order® in instances when an automated meter
reader is non-functioning; and (b) a new provision pertaining to aggregation of Core
Transporiation or Noncore Balancing A¢count Aggregation group loads to comply with an
Operational Flow Order, an Emergency Flow Order, or a Diversion.

PG&E requests that the tarifi’s be approved effective December 16, 1998 which is 40 days after
the date of the filing.

Ensccch Encrpy Services (Enserch) protests in part AL 2116-G on the grounds that PG&E has
not proposed the same approach for measuring core aggregation customer group compliance with
Operational Flow Orders and Emergency Flow Orders. Enserch also objects (o the language
PG&E has added in AL 2116-G to clarify that for purposes of complying with an Operational
Flow Order or an Emergency Flow Order, the loads of Core Transport Groups and noncore
customers may not be combined.

'"PG&E may declare an Operational Flow Order (OFO), when pipeline inventory is forecasted to
exceed desired inventory by 200 MMef or fall below desired inventory by 150 MMef. During an
OFO, customers must balance their supplies and usage on a daily basis

2 PG&E may declare an Fmergency Flow Order (EFO) when deliveries to end-use custonters are
threatened and have a zero tolerance band with penalties of $50/Dth. When operational
conditions exist such that supply is insuflicicat to meet demand and deliveries to core end use
customers are threatened, PG&E may divert gas supply in its system from noncore end use
customers to core end use cuslomers.
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Inits reply, PG&E points out that AL 2116-G only clarifies existing rules for noncore customers®
compliance with Operational Flow Orders and Emergeacy Flow Orders and that the compliance
of Core Transport Groups with Operational Flow Orders and Emergency Flow Orders was
specified in the Gas Accord and is outside the scope of AL 2116-G.

This resolution approves AL 2116-G.

Enserch’s protest is denied without prejudice as it is outside the scope of AL 2116-G.
Background

Decision (D.) 97-08-055 approved a broad settlement of issues related to various aspects of
PG&E’s gas business known as the Gas Accord.

Tarifls filed by PG&E pursuant to the Gas Accord were approved by Resolution G-3288.

The Accord tarifi’s specified that the performance of a noncore customer during an Operational

“ Flow Order/Emergency Flow Order would be detemiined based on the customer’s Automatic
Meter Reading. If the customer did not have an Automatic Meter Reader, the tarifts specified
that the noncore customer could COmpIy with an Operational Flow Order (or an Emergency Flow
Order) by matching its gas deliveries with ¢ither the customer’s Average Daily Quantity or the
custonier’s average daily meterpd usage. The custonier’s Average Daily Quantity is the average
contracted usage for the month.

The Ac¢cord tarifls also provided that for a Core Procurement Group including PG&E’s Core
Procurement Department and Core Transport Groups, compliance during an Operational Flow
Order would be based on the latest available forecast from the core 10ad forecast model. The
tariffs also specified that the calculation of penaltics after the Operational Flow Order event will
also be based on the core load forecast produced by the core load forecast model.

AL 2116-G modifies PG&E’s Rule 14 to add a tariff provision that if a noncore customer does

not have an automatic meter reading capability, the customer’s penalties during an Operational

Flow Order will be based on the lower of: (a) the customer’s Average Daily Quantity, or (b) the
customer’s actual daily metered usage.

AL 2116-G also provides that when the customer's actual daily metered usage is not available
(e.g. due to meter failurc), the average daily metered usage for the aftected premises will be
substituted for the aclual daily metered usage.
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Notice

Notice of AL 2116-G was made by publication in the Commission Daily Calendar and by
mailing copies of the filing to adjacent utilities and interested parties.

Protests

Enserch filed a protest in part of AL 2116-G on November 24, 1998, which is discussed below,
PG&E filed a response to the protest on December 3, 1998. Enscrch fited a “reply” to PG&BE’s
response on December 15, 1998,

Discussion

AL 2116-G modifies languagé in Rule 14 to allow the “Average Daily Metered Usage™ to be
used for determining Operational Flow Order/Emetgency Flow Ordér compliance when daily
metered usage is not available for noncore customers. PG&R is requesting Commission
authorization to use the Average Daily Metered Usage in the Operational Flow Order/Emergency
Flow Order compliance calculation if:

(a) the meler fails to call in, or

(b) if there is a meter malfunction, or

(c) the meter is othenwise damaged such that daily reads are not recorded, but the total

usagé for the month is available.

Furthermore, PG& B adds clarifying language to Rule 14 to explain that for purposes of
determining compliance with either an Operational Flow Order, an Emergency Flow Order, or a
supply diversion, a shipper should not be permitied to combine noncore balancing aggregation
groups and core transportation groups.

Enserch does not protest the use of the Average Daily Metered Usage as a method for
determining compliance with Operational Flow Orders; rather, Enserch proposes that
Operational Flow Ordet/fEmeigency Flow Order procedures which currently apply to noncore
customers should also apply to Core Transport Groups.

Enserch complains that like noncore customers without Automatic Meter Reading capability,
¢ore aggregation groups do not have the ability to measure customer usage on a daily basis.
Therefore, Enserch argues, under current rules, ¢ore aggregation groups do not have the same
daily delivery flexibility that PG&E is proposing herein for noncore customers without
Automatic Meter Reading capability.

Moreover, Enserch alleges that since the implementation of PG&E's Gas Accord on March 1,
1998, PG&E has employed a new core load forecast modei (o predict core aggregation group gas
3
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usage on a daily basis. Enserch complains that from the outset of Gas Accord implementation,
significant problems have arisen with the operation of PG&B’s Con, Load Forecast Model.
Nevertheless, PG&E insists on using the daily “determined usage” as determined by the Core
Load Forecast Model for the core aggregation group as the exclusive measure of whether a core
aggregalion group is in compliance with an Operational Flow Order (or an Emergency Flow
Order) on a particular day.

Enserch proposes that the Commission direct PG&BE to provide core aggregation groups with the
same daily delivery flexibility that is available to noncore customers without Automatic Meter
- Reading capability. Specifically, Enseich requests that PGRE determine a core aggregation
group’s Opcerational Flow Order (or L‘metgenC) Flow Order) noncomplianée charges based upon
‘the difference between the gas deliveries for the group on a particular day, and either: (a) the
daily “determined usage” for that day as provided in the forecasting model or (b) the average
daily quantity for the core aggregation group, calculated by dividing the group’s monthly -
quantity by the number of days in the month.

Enserch argues that its proposéd approach is appropriate for two reasons: first, the apprmc.h
would provide ¢ore aggregation groups with the sante flexibility that PG&E is proposing in AL
2116-G for noncore customers without Automatic Meter Reading capability. Core aggregation
customers and their soppliers should have the same delivery flexibility that is enjoyed by these
noncore customers, Enserch belicves.

In addition, Enscrch argues that noncore customers without Automatic Meter Reading capability
represent a small fraction of PG&E’s noncore customer load. Similarly, core aggregation
customers represent a small fraction ($ petcent) of PG&E’s core load. Relying upon average
daily usage for these customers, rather than the results of the Core Load Forecasting Model, will
not cause PG&E’s system o swing out of balance.

Enserch does acknowledge however, that if this altemative approach was also used for PG&E’s
core procurement customers, the entire system would be at the risk of swinging out of balance.

PG&E explains that it is not proposing new rules for Core Transport Groups with this filing. The
requitements for determining Operational Flow Order/Emergency Flow Ordet compliance for
Core Transport Groups and noncore custoniers, PG&E explains, are not the same. The
Operational Flow Order/Emergency Flow Order rules for Core Transport Groups were set forth
in the Gas Accord. The Core Procurement Advisory Group®in the Accord ageeed to and

3The Cote Procurement Advnsor) Group was formed during the Accord Scitlement negotiations
to formulate modify the core aggregation program and consisted of S1 members representing 24
parties mcludmg marketers, utilities, core customer groups, interstate pipelines, and government

" agencies.
4
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recommended the use of the core load forecast model for Core Transport Groups and PG&E's
core procurement group for determining compliance with Operational Flow Orders and
Emergency Flow Orders.

PG&E further explains that core toads have a great amount of usage applicable to heating and are
more temperature and weather dependent than noncore loads. The difference between a core
customer’s Average Daily Quantity or Average Daily Metered Usage and actual use will vary
significantly based on daily fluctluations in temperature. PG&E suggests that the Core L oad
Forecaslmg Model provides a more realistic forceast of core loads because it considers forecasted
tcmperatures

PG&E points out that Enserch is requesting changes (o the currently approved Core Aggregation
program and the Gas Accord and suggests that the Ens¢rch proposal should be considered a
separate issue unrelated to the purpose of Advice 2116-G.

We agree with PG&E. We believe that Enserch’s protest goes beyond the scope of AL 2116-G.
Indeed, Enserch acknowledges that it does not protest PG& B’s proposed modifications to Rule
14 for noncore customer compliance with Operational Flow Orders/Emergency Flow Orders.
Instead, Enserch recommends that sintilar niedifications should be made for evaluating the
compliance of core aggregation customers with Operational Flow Orders and Emergency Flow -
Orders. However, the compliance of core procuremént groups with Operational Flow
Orders/Emergency Flow Orders is govemed by special provisions under Rule 14 and is
determined based on core load forecast produced by the Core Load Forecasting Model. We
agree with PG&E that to change the provisions for core procurement group compliance with
Opnnhonal Flow Orders will not only cause a breech of the Gas Accord Settlement, but may
also result in significant errors because core loads are weather sensitive and therefore can vary
significantly from one day t6 the next. The use of average meter reads for purposes of
forecasting the actual use could therefore result in significant overestimation or underestimation.
This is precisely the reason why utilities use different models for forecasting residential encrgy
use. While econometric niodels can predict industrial and commercial energy use fairly
accurately, residential energy ¢consumption is closely linked with climate and cannot be
forecasted without the use of weather variables.

If Enscrch is interested in changing the provisions currently in eftect for calculation of
compliance of core procurement groups with Operational Flow Orders/Emergency Flow Orders,
it should appeal to the Commission for such a change in an appiopriate proceeding such as
PG&E’s next Biennial Cost Allocation Proceeding or file a complaint. Similarly, if Enserch is
unsatisfied with the performance of PG&E’s core 10ad forecasting model, then it must propose
changes to it in an appropriate proceeding or filé a complaint. We note that Enserch’s protest to
AL 2116-G goes beyond the scope of AL 2116-G, which simply refines provisions in Rulé 14 for
complianée of noncore customers with Operational Flow Orders and Emergency Flow Orders.

5
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Enscrch also argues that shippers should be allowed te combine core aggregation groups and
noncore customer groups for the purposes of complying with daily balancing rules. Enserch
alleges that PG&E has pl’O\'ld(‘d no justification for its proposal to prohibit shippers from
combining core aggregation load and noncore customer load for the purpose of determining
compliance with an Ops rational Flow Order, an Emergency Flow Order, or a supply diversion.
Enserch points out that it is a core aggrégator on the PG&EB system and sells gas o noncore
customers as well. Enserch, and other similarly situated shippers, it alleges, should be allowed to
combinge their core 1ggngauon groups and noncore groups for the purposes of meeting the
tolerance requirements in a daily balancmg situation.

Enscrch comnients that it often aggre gates noncore customers’ loads in ordet o provide sales
scrvices (o these customers from a single portfolio. This is permitted — in fact cncouraged —
under PG&E’s rules. Both daily balancing and ménthly balancing are sigaificantly more
manageable for a shipper, and for PG&E, when the shipper is able to aggregate its load, Enscich
believes.

Enserch argues that the bencﬁts that arise from aggregaling a nunber 6f noncore customers’
loads also apply when a shipper can ¢combine its noncore load with its core load. ‘A shipper
should be allowed to sell gas to its entir¢ load — core and noncore — from a single portfolio,
Enserch recommends. A shipper should be allowed to combine its ¢ore and noncore loads in
order to balance these loads on a monthly basis, and on a daily basis, Enserch believes.

PG&E responds that the proposed additional language in AL 2116-G clarifics a current process
already in effect. Currently, the toads of Core Transport Groups cannot be combined with the
loads of noncore customers aggregated under a Noncore Balancing Aggregation Group in order
to comply with an Operational Flow Order, an Emergency Flow Ordér, or a Diversion. PGRE
explains that each group’s usage must be within the designated tolerance band specified for an
Operational Flow Order, an Emergency Flow Order, or a Diversion for that group, just as regular
monthly cumulative imbalances ar¢ managed individually for each group.

PG&E also explains that core transport groups and Noncore Balancing Aggre g'ilion Groups®
require separate stand-alone agnen‘nents and are subject to separate credit requirements.
Combining these groups would require:
(a) creation of new service agreements;
(b) review and revision of crednl requirements and other significant tarifl’ changes;
and
(¢) revising or rebuilding of systems used to track and monitor fmbalances.

' A Noncore Balancing Aggregation Group is a group of noncore customers represented by the
same balanc¢ing agent which is gencrally a marketer.
: 6
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We agree with PGRB. As with the provision for compliance with Opg rational Flow
Orders/Emergency Flow Orders; we believe that Enserch has gone beyond the scope of AL 216-
G in recommending that core aggregation groups and noncore batancing aggregation geoups be -
combined for purposes of compliance with Operational Flow Orders/Emergency Flow Orders.

As we discussed before, core loads happen to be weather sensitive and, therefore, might require
separale calculations with regard to compliance with Operational Flow Orders/Emergency Flow
Orders.

Morcover, as PG&E points out, the Gas Accord clearly laid out that the two customer groups

“will bé monitored separately with regard 19 compliance with Operational Flow
Orders/Emergency Flow Orders. Therefore, if Enserch wants to change the rules currently in
cfiect, we believe it should apply for such changc, in appropriate forums such as the next PG&E
BCAP or file a complaint,

We therefore dény Enserch’s protest without prejudice.

Comments

The draft resolution of the Energy Division in this matter was mailed to partics in accordance

with Public Utilities Code Section 311 (g). No comments were filed.

Findings

1. OnNovember 6, 1998, PG&E filed Advice Letter 2116-G secking approval of revisions toits
‘Gas Rule 14 — Interruption of Curtailment of Natural Gas Service, i i—Operational
Flow Orders and F—Emergency Flow Orders.

. PG&E requested that AL 2116-G bz effective December 16, 1998.

Enserch Eneigy Semcc,s ([‘ncer-.h) protests AL 2116-G in part on the grounds that PG&[I
has not proposed the same approach for measuring core aggregation customer group
compliance with Operational Flow Orders and Emergency Flow Orders. Enserch also
objects to the language PG&E has added in AL 2116-G to clarify that for purposes of
complying with an Opcrational Flow Order or an Emergency Flow Order, the loads of Core
Transport Groups and noncore customers may not be combined.

. Inits reply, PG&E points out that AL 2116-G only clarifies existing rules for noncore
customers® compliance with Operational Flow Orders and Emergency Flow Orders and that
the compliance of Core Transport Groups with Operational Flow Orders and Emergéncy

. Flow Orders was specified in the Gas Accord and is outside the scope of AL 21 16~G
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5. This resolution approves AL 2116-G.

6. Enscrch’s protest is denied without prejudics.

Therefore it is ordered that

1. PG&E’S proposed modifications to Rule 14 fited under Advice Letter 21 16 G are approved
effech\ ¢ today.

2. The protest of Enserch is denied without prejudice.

I certify that the forégomg resolution was duly introduced, passed, and adopted at a conference of
the Publi¢ Utilities Commission of the State of California held on September 2, 1999 ’Ihe
followmg Commissioners voling favorably thereon' :

WESLEY M. FRANKLIN
Executive Director

- RICHARD A.BILAS
Peesident . .
HENRY M. DUQUE
JOSIAH L.NEEPER
JOEL Z. HYATT
CARL W. WOOD
Commissioners




