
PUBLIC UTIl.ITIES COt\Il\tlSSION OF THE STATE OF CALIFORNIA 

ENERGY DIVISION RESOULTION G-3260 
AUGUST 5, 1999 

F. 1<: S 0 L.1! T ION 

Resolution G-3260. Southern Cnlifornia Gas Company. 
Approves authorization to terminate the old long term Gas 
Transportadon Sen'ice Contract and ap"I)l'o"e the new Ten Year 
Tariff Agreen\erlt between AES PJacerita, Inc. and Southern 
Cal!fo"rnia Gas Company, Approl'ed • 

. 
By Ad\'ice l.eUer 2806, Filed on 1\fay S, 1999. 

SUl\tl\tARY 

By Advice Letter (A.L.) 2806, filed Ivlay 5, 1999, Southenl CaHfomia 
Gas Company (SoCalGas) sublllits for Comnlission approval the following: 

a) A Termiliation Agreement between AES Placerita, Inc. (Placerita 
or Customer) and SoCalGas that was entered into on April 8, 1999, 
which terminates thcir Long Term Agreemcnt of April 29, 1988, 
and provides two suocontract agreen\cnts: 

I) Gas Tr3l1smission Service Contract (GTSC) 
Guarantee of AES Placerita to pay all past due 
amoUl\ts from the original contract of April 29, 1985, 
plus intcrc-st, through a third party Escrow Account. 

2) Tariff Agreement GuaralHee, fronl AES Corporation, 
lhat Placerita will honor all its obligations in the new 
Ten Year TarHf Agteentcnt of April 9, 1999. 
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b) A new Ten Year TariffAgrcement, signed April 9, 1999, betwcen 
}llacerita and SoCalGas. 

This Resolutiol'l appro\'es A.L.2S06 and the request of SoC alGas that 
the TerminatiOJl Agreement should remain cont1dential under the provisions 
of General Order No. 66-C, Section 2, Subsection 2.2{b), a'ild Public Utilities 
Code Section 583. . 

The purpose orthe Termination Agreen'ent is to provide benefits to 
SoCalGas as follows: 

a) the Utility is scheduled to coJlect alt past due amomUs from 
Placerita, 

b) SoCalGas will avoid additional litigation expenses to enforce the 
prior GTSC upon the Customer, 

c) a new standard tarit'rservice agreement between Placcrita and 
SoCalGas will be e.stablished, 3.ltd ' . 

d) the parent compan}' of Placer ita, AES Corporati()Ji, is obligated to 
guarantee the tariO" requirements through the executed' subccn'ltract 
as part of the termination agreement. 

BACKGROUND 

SoCalGas and PJacerita entered into along terlll gas transportation 
service contract that provided for the Utility's tratlsportation within 
California of Customer's ilatural gas for its enhanced oil recovery (EOR) 
operations alld associated cogeneration Hlcility operations. The Commission 
approved the first GTSC on September 14, 1988, by Re.solution G-2808 for 
A.L. 1800. The tenh of the contract was for twenty years, and Ilad an allllual 
"Trm\sport-or-Pay" obligation of75% o(the daily transmission capacity iIl 
elTect for each day of the cOlitract year. The GTSC also contained al\ 
escalation clause that bounded the annual escalation rate between a 
minimum of three percent and a maxililUlll of five percent. 

Even though the Customer's tarifl'rat~.scheduleJ which ptovided for 
gas sates in the event ofunder-deHveric.s, wastennirtated as of July 3., 
1991, the Customer became subject to the tates, terms and conditions, 
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en'cclive August 1, 1992, as set forth in Tariff Rate Schedule G-IMB or its 
lega1 succc-ssor. 

On l\1arch 2, 1992, the OTSC was amended (First Anlendl1lenl) to 
include an additional delivery point (or the cllstomer at the outlet oflhe Kent 
River&1ojave interconnect with SoCalGas located at or near \Vhee1et Ridge, 
California. On August 11, 1992, the GTSC was atilended fot the second 
time (Amendmeilt 2) to comply with the gas proCurenient decision (0.90-09-
0&9) and subsequent Conuilission decisions. 

Coincidelitally, at about the same tin\e as a dispute over the OTSC 
occurred b.et\\·een pJacerifa and SoCalGas, in Octobet of 1994, the proce-ss 
ofre.stmcturing of the power generatiOJl sector in the CalifOlllia electric 
industry began. As the electric re.stnlchlring was 1110ving forward, it became 
apparent that many Power Purchase Agreements (PPA) could 1'10 longer be 
justified economically. In D.96-12-077) the Commission provided an 
illcel'ltive Il\echanisn\ fot electric utility shareholders to renegotiate the PPA 
it had entered into with Qualifying Facilities (QF). The hiccntive 
111echanislll specit1cs that electric utility shareholders are to receive ten 
percent of the ratepayer benefits from a renegotiated QF contract. 

Placerita has entered into a PPA buyout agreeillelit with Southern 
California Edison COlllpaliY (SCE). SoCalGas filed ConH\\ents in SCE's 
application (A.99-05-006) proceedhig with the COI1Hnissioil for approval of 
the buyout of seE's PPA with I~Jacerita. 

Placcrita has executed a standard SoCalGas taritTservice agreement 
tor Placerita's full gas requirements, \, .. hich is also dependent upon the 
approval of the CPUC. Placerita shall obtain the taritrservice applicable to 
its end-use category and pay the approved tariffrate.s for such service. 
Fm1hermore, Placerita agrees to take its filll.tatumi gas requirements frolll 
SoCalGas at the existing site. This meaais any eXpmlsions or tepowering of 
the t1cility at the existing site or any aniliate constntctiOll of a liew site at 
this location will continue to take its full natural gas requirements from 
SoCalGas. 

SoCalGas Illay assigt\ Placerita·s full gas rcqliiremellts agreement to 
any new owner or operator of the facilitie.s, itl ally such case where the 
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f:1cility is sold to another party and tho t1ciHty continuc.s to perform its same 
function .. 

Placcrita·s parent company, AES Corporation, has agreed to provide a 
guamntee to SoCalGas. Guarantor, AES Corporation, guaralltec.s that the 
gas servicc-s to Placcrita will be paid according to the applicable 
Commission tarifIratc.s in efl'ect, and the Obligations as stated within the 
Tarif)'Agreement Guarantee Contract. 

Placcrita and SoCalGas have agreed to ternlitlate the prior long term 
gas transnlission service contract upon approval of the new contract by the 
Commission. 

NOTICE 

Advice Letter 2806 was served on other utiHtie.s, govcrnn\ellt 
agencie.s, and to all interested parties who request such notifications, in 
accordal\ce with the requirements of General Order 96-A. Public notice of 
this filing has been made by publication in the COlllmissic)I\ Calendar. 

PROTESTS 

No pat1y protested Advice Letter 2806. 

DISCUSSION 

As a package, the Termination Agreen\ent is in the best interest of 
SoCalGas and its ratepayers. The acceptance of Placerita and, through its 
guaranty from its corporate owner, AES Corporation, the tell year liability 
for the full gas requirements at the existing site or atly new afiiliate.s' 
constnIction at this location, provides SoCalGas with the opporttll\ity to 
capture existing at\d potential future econonlic benefits related to 
transporting gas for eleGlric generation. ~1oreover, the lingering dispute 
between the parties will be resolved, with Placerita paying SoCaldas the 
disputed amount. Placcrita agrec.s to obtain gas transportation 

.. 
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through SoCalGas' standard tarin~scrvice agreement at tarit'l"rotes, 
eliminatitlg the potential need for litigation. SoCalGas is spared the cost of 
litigation fees. . 

SCE's request to approve the PPA buyout agreement with Placerita in 
A.99-05-006 is adopted today in 0.99-08-008. 

COl\1l\·1 ENTS 

This is an unconte-sted ll\atter in which the resolutioll grants the relief 
requested. Accordingly, pursuant to PU Code Section 311 (g)(2), the 
otherwise applicable 30-day period for public revlew aIld comn\el'lt is being 
waived. 

FINDINGS 

I. By Advice Letter 2806, filed ~fay 5, 1999, SoCalGas reque-sts 
approval ora Tenl'linati()J\ Agreement and a new standard tarifftranSlllission 
service contract with AES Placerita, Inc. 

2. The Termination Agreement contail\s two subcontract agreements th~l 
guarantee that the prior displlted amounts will be paid and the guarantee 
from the parent cOlllpany, AES Corporation, that Placerita will abide by the 
terms and agreements withill the new gas tnulsnllssion service contract. 

3. The initial GTSC was approved on September 14, 1988, by 
Re-solution 0-2808. 

4. The GTSC was amended twice in 1992, and a dispute developed 
between the SoCalGas alld Placerita ill 1994. 

s. As a direct result of the ~lcctric industry restructurhlg, Placcrita has 
entered into a PPA bllyout agreement with Southem CaHfomia Edison 
Company (SCE). 

s 
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6. The acceptance of PJacerita andjthrough its Guarantor, AES 
Corporation, fot ten years of the liability for the f\lll gas fcqulrclllcnts-'at the 
existing site or allY new aftlliates·s constmction at this location, provides 
SoCalGas with the opportunity to capture existing and pOtential future 
economic benefits related to transporting gas for electric generation. 

7. Advice Letter 2806 is I'casOllable. 

THEREFORE, IT IS ORDERED tbat: 

I. , Southern California Ga~ Company's request inAdvice Letter~806 for 
, approval to its temiinatiori agreement and its new len Year Tarin' 
Agreement betweell AES Placerita, Inc. is approved. 

2. This Re.solution is eflective today. 
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e I hereby certify that the foregoing Resolution was duly introduced, passed 
and adopted at a conference of the Public Utilities COn\inissiOll held on 
At_gust 5, 1999, the following C0J11rnissioJlers voting t'worably thereon: 

'VESLEY M. FRANKLIN 
Executive Director 

RICHAR[) A. BILAS 
pre.sid<.:nt 

HENRY M. npQUB 
JOSIAH L: NEEPER 
JOEL Z. HYATT 
CARL 'V. \VOOD 
Commissioners 
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