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I. INTRODUCTION

The Southern California Gas Company (“SoCalGas”), Office of Ratepayer Advocates (“ORA”), The Utility Reform Network (“TURN”), California Industrial Group/California Manufacturers Association (“CIG/CMA”), San Diego Gas & Electric (“SDG&E”), Chevron U.S.A. Inc. (Chevron), and Texaco Inc. (Texaco) (together the “Parties”) have reached agreement on many of the disputed issues in the above referenced case and sponsor this exhibit to enter the terms of their agreement in the evidentiary record for this proceeding.

This Joint Recommendation is a consolidated recommendation in so far as the adoption of any one recommendation is conditioned expressly upon the adoption of all other recommendations.  This Joint Recommendation has been entered into by the Parties as the result of numerous negotiations wherein each one of the Parties has, in various instances, agreed to accept an outcome different from its testimony in order to arrive at an acceptable consolidated agreement on issues of importance to each.  If any one of the recommendations made in this Joint Recommendation is found unacceptable to the Commission or the Commission can not otherwise adopt this Joint Recommendation in its totality, then the balanced nature of this Joint Recommendation will be breached and it shall no longer stand as the recommendation of the Parties.

 Unless expressly noted otherwise, it is the intention of the Parties that this Joint Recommendation and sponsoring testimony applies for the purposes of this BCAP proceeding only and extends for the full three year BCAP period.  It is the intention of the Parties that the Commission should not apply to SoCalGas before December 31, 2002 other cost allocation methodologies, throughput measures, or revenue risk treatment which are inconsistent with the agreement reached in the Joint Recommendation.  This provision excludes the potential future unbundling of core interstate pipeline capacity.  It is further the intention of the Parties if the core’s ten percent ITCS responsibility is reduced in another proceeding, such a modification should not be implemented prior to January 1, 2002.  The Parties agree that nothing in this Joint Recommendation and sponsoring testimony may be used as precedent or an admission in any other proceeding or forum; provided that the Parties may introduce the exhibit and sponsoring testimony in a proceeding for the sole purpose of implementing the agreed to resolution of issues as settled in this exhibit.

The Parties recognize that the Commission’s final adopted decision and authorized tariffs ultimately will govern the cost allocations, rates, service eligibility and charges to be provided by SoCalGas for gas service to all customer classes within the scope of this BCAP.

The Parties agree that each of them have the right to litigate on an independent basis the issues addressed herein in a manner consistent with their testimony in the proceeding.  However, it is the Parties expressed preference to have the Commission adopt the recommendations expressed in this Joint Recommendation, and only in the event it does not, do the Parties advocate adoption of their individual positions on the issues.

The witnesses sponsoring this joint recommendation are Johannes Van Lierop for SoCalGas, Mark Pocta for ORA, and Michel Florio for TURN. 

II. CUSTOMER MARGINAL COSTS

The Parties agree to stipulate to the ORA position as stated in Exhibit 32 pages 

7-2 – 7-3 and adopt the NCO method with the following adjustments:

1. Adjust the RECC factor as recommended by TURN and consistent with SoCalGas’ Exhibit 74 at page 23, 

2. Use TURN’s A&G loading factor of 26.12% as shown at TURN’s Exhibit 38 page 3-2, 

3. Exclude the replacement cost adder component as recommended by SoCalGas in Exhibit 74 at pages 11-15,

4. Stipulate to SoCalGas’ treatment of developer contributions (CIAC) consistent with SoCalGas Exhibit 74 pages 20-21 and revised in Exhibit 111, and 

5. The gas engine total transportation rate will equal SoCalGas’ proposed rate ($0.20384 per therm) reflected in the Updated Base Case in Exhibit 107 with the difference allocated to remaining core customers based on equal percent of marginal costs.

III.

MARGINAL DEMAND COSTS


The Parties agree to exclude the replacement cost adder methodology from the calculation of marginal demand costs as discussed at SoCalGas Exhibit 74 at pages 11-15.  


The Parties agree to adopt TURN’s forecast of medium-pressure distribution marginal investment costs of $764.02 per mcfd of peak day demand as reflected at TURN’s Exhibit 38 at pages 3-11 – 3-13.


The Parties stipulate to TURN’s A&G loading factor of 26.12% and TURN’s RECC factor consistent with the treatment of customer marginal costs above.

IV.

CORE DEAVERAGING


The Parties stipulate to TURN’s position to deny additional core deaveraging as evidenced in TURN’s Exhibit 39 at pages 26-31.

V.

TRANSMISSION RESOURCE PLAN


The Parties agree to a compromised transmission resource plan of $32.5 million which is the half-way point between the proposed SoCalGas transmission resource plan of $18 million as proposed in Exhibit 9 pages N-3 – N-8 and TURN’s transmission resource plan of $47 million as proposed in Exhibit 39 at pages 17-20.  The $32.5 million transmission resource plan includes the $18 million investment for Line 6900 and assigns a 50% probability to the necessity for the $29 million Adelanto project.

VI.

INTERSTATE PIPELINE CAPACITY


The Parties agree to stipulate to ORA’s recommendation of a 1044 mmcfd for core interstate capacity reservation as recommended at Exhibit 32 at pages 6-2 – 6-3.


The Parties agree to stipulate to SoCalGas’ position that the core retain responsibility for a portion of the ITCS as recommended at Exhibit 11 pages P5 – P6.


The Parties stipulate to SoCalGas’ recommendation to not change the allocation of Transwestern TCR surcharges as reflected at Exhibit 72 pages 9-10.

VII.
CORE STORAGE WITHDRAWAL RESERVATION


The Parties agree to a compromise of 1935 mmcfd for core storage withdrawal reservation capacity.  This represents a midpoint between the SoCalGas proposal of 2082 mmcfd at Exhibit 10 page O-4 – O-5 and TURN’s recommendation of 1782 mmcfd at Exhibit 39 pages 10-15.

VIII.
ALL OTHER STORAGE ISSUES

The Parties agree to 50/50 balancing account treatment of unbundled storage revenues.  The Parties also agree to set the at-risk unbundled storage level at $21 million.  Because of the impact of the marginal cost changes resulting from the Joint Recommendation the fully scaled marginal cost of unbundled storage would be approximately $31 million.  The difference between the fully scaled unbundled noncore storage revenue requirement and the agreed upon $21 million will be charged to the noncore storage balancing account (NSBA).  In the event that the NSBA is eliminated, it is the intent of the Parties that the difference will be recovered through some other mechanism on an equal cents per therm basis.  The ratepayers 50% portion will also be recorded to the NSBA.  The NSBA balance will be allocated to all customers equal cents per therm.  The shareholder 50% share of revenue variances is excluded from the PBR sharing mechanism.  Consistent with SoCalGas’ proposal at Exhibit 10 pages O-1 – O-2,  the unbundled noncore storage revenue requirement excludes the Montebello storage field even if the field is not sold prior to effective date of the 1999 BCAP.  The Parties also agree to grant SoCalGas pricing flexibility for all storage products provided the reservation charge will be no higher than 120% of the ceiling reservation charge currently specified in the G-TBS tariff.  There will be no changes to the balancing rules as part of the 1999 BCAP. 

The Parties agree that the treatment of the NSBA (ratepayer/shareholder risk sharing, marginal cost, revenue requirement, etc.) and other storage cost issues will be subject to reconsideration in the Gas OIR if significant changes to storage operations or balancing rules are proposed in that proceeding.

IX.
DIRECT ASSISTANCE PROGRAM

The Parties agree to retain the current allocation method for the direct assistance program costs as evidenced in SoCalGas’ Exhibit 74 pages 24-25.

X.
HUB REVENUES

The Parties agree to retain the existing HUB revenue treatment as reflected in SoCalGas’ Exhibit 77.

XI.
THROUGHPUT

The Parties stipulate to SoCalGas’ proposed core throughput.  The residential throughout forecast is reflected at Exhibit 2 page G-2 and nonresidential core demand forecast is reflected at Exhibit 3 pages H-2 – H-6.

The Parties agree to compromise between the SoCalGas and ORA noncore demand forecast to 585.2 mmdth (excludes Enhanced Oil Recovery and International Border Service Tariff throughput).  This compromise is 13.5 mmdth higher than the noncore demand forecast presented in SoCalGas’ prepared direct testimony (Exhibits 4,6&7).  Additional noncore throughput of 10.1 mmdth and 3.4 mmdth are assigned to the SoCalGas and SDG&E electric generation (EG) load, respectively.  The compromise results in the SoCalGas EG and SDG&E wholesale demands to increase to 295.5 mmdth and 119.7 mmdth, respectively.  A summary of the Joint Recommendation throughput forecast is below.

MMdth
Joint Recommendation

Demand Forecast

Residential
254.7

G-10
79.1

G-20
4.7

Gas Engine
1.6

Gas A/C
0.1

Total Core
340.2




Commercial/Industrial
147.0

Electric Generation
295.5

SDG&E
119.7

Long Beach
7.8

Southwest Gas
9.2

Vernon
2.5

DGN
3.6

Total Noncore
585.2




Total Gas Demand
925.4

XII.
NONCORE REVENUE RISK

Parties stipulate to 75%/25% (ratepayer/shareholder) balancing account for noncore revenues including existing EAD contracts and future contracts as presented at SoCalGas’ Exhibit 62 pages 9-11, except (1) non-tariff contracts for service to DGN, (2) future non-tariff contracts with Sempra Energy affiliates not subject to a competitive process, and (3) Competitive Load Growth Opportunities as described in section XIV below.  

A competitive process shall, at a minimum, include an intrastate transportation service proposal offered by SoCalGas to all similarly situated market participants on a non-discriminatory basis.  Whether the contract award met the competitive process standard will be determined on a case-by-case basis.  If SoCalGas’ revenue credit cost allocation proposal for treatment of the international border service tariff revenues is not adopted but rather, the Commission approves regular tariff and cost allocation treatment like other noncore classes except EOR, the 75%/25% balancing account treatment will apply for throughput purposes.  The shareholder 25% share is excluded from the PBR sharing mechanism.

XIII.
BCAP PERIOD

The parties agree to ORA’s proposal for a three year BCAP period from January 1, 2000 through December 31, 2002 as presented at Exhibit 32 pages 2-2 – 2-3.

XIV.
COMPETITVE LOAD GROWTH OPPORTUNITIES

The Parties agree to accept SoCalGas’ proposed treatment of Red Team and Rule 38 incentive revenues as presented in Exhibit 15 pages T-32 – T-41.


