APPENDIX B

Objective Standards to Monitor and Control OFO Events

1. Information on OFOs:  Over each summer season (April through October) during the settlement, SoCalGas will provide sufficient data on its electronic bulletin board, to enable the market to analyze the reasons for systemwide OFOs (and EFOs) by customer class.

2. Initial Mid-Summer Review:  In the first year immediately following implementation of the settlement agreement, SoCalGas shall undertake a review of the number of, and causes for its systemwide OFOs, based upon the results of the first two months of the settlement implementation.  If there were more than eight (8 ) OFO and/or E-OFO days during this period, and if any customer or shipper is found to have been responsible for causing (or contributing to significantly as determined by as-available injections as a percentage of burn) more than 25 percent of the OFO’s and/or E-OFOs in this period (i.e., an “offending party”), the following steps shall be triggered:

a. SoCalGas shall convene an “OFO Forum” on or  the  10th day following the third month of settlement implementation.

b. The Forum shall agree upon measures, to impose upon the offending party(ies).

c. Such measures shall be implemented effective on the  1st of the fourth month of settlement implementation.

d. If the SoCalGas Gas Acquisition group (Gas Acquisition) is an offending party, the measure that will be implemented by the Forum will be that  Gas Acquisition’s daily deliveries into the system shall be limited to actual burn plus firm storage injection rights plus a pro rata share (based upon percentage of system burn) of total as-available storage injection capacity.  Other offending parties, if any, would be subject to similar limitations.

e. The measures in the initial mid-summer review for all offending parties shall remain in effect until the end of the next succeeding summer season.

3. Annual Review:  If, over the immediately preceding summer period, SoCalGas has called more OFOs than there were “overnomination” events (or OFO events) during the corresponding previous summer period, SoCalGas will convene an “OFO Forum” within thirty (30) days after the end of the period.

a. At least five (5) days prior to the OFO Forum, SoCalGas will propose measures that are likely to reduce the number of systemwide OFOs.

b. If any customer or shipper has been found to be the cause for (or a significant contributor to) more than 25 percent of the OFOs and/or E-OFOs during the summer, and the OFOs and/or E-OFOs average at least four per month, SoCalGas will propose to the Forum measures that are likely to reduce the likelihood that that particular customer or shipper will continue to be a contributor to the OFOs in the following summer period (either on a seasonal or monthly basis).

i. The measures offered by SoCalGas shall include procedures and penalties which would limit the daily deliveries of the customer  or shipper into SoCalGas’ system on non-OFO days for the following summer period(s).

ii. For example:  If any customer, including the SoCalGas core procurement group, is found to cause more than 25% of the OFOs, then the Forum may decide that the customer will be subject to the imposition of a $0.25/dth charge if it uses more as-available injection rights than X% of its burn (X to be determined by the OFO Forum) on non-OFO summer days.  Alternatively, the OFO Forum may consider applying any such penalties only on days where customer deliveries actually do cause an OFO to be called for the following day.

c.
The Forum (through SoCalGas) will propose to the CPUC (through an advice letter) one or more measures intended to reduce the number of systemwide OFOs, per agreement of the Forum.  The Forum must propose such measures within sixty (60) days after the Forum first convenes.
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