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By Advice Letters Nos. 66 & 67, filed November 28, 1984 and

December 24, 1984, respectively, PLGS submits for Commission approval
the terms of exchange service and exchange fee attendants to two
separate Gas Sale and Purchase Agreements, dated September 10, 1984
between PLGS and Chevron and dated November 27, 1984 between PLGS and
Phillips. The facts are as follows:

1. The exchange provisions of these agreements (see Attachment A)
require Commission approval in order to preserve PLGS'g Hinshaw ex-
ceptions under the Federal Natural Gas Act (15 U.S.C. 5717(c)).

2., Section 1l.(c) of that Act states that its provisions do not apply

to any person or persons who receive natural gas in interstate commerce

within or at the boundary of a State if all of the gas is consumed
within the State, provided that the applicable rate and service are
subject to regulation by a State commission (the Hinshaw exemption).

3. The natural gas which is subject to these agreements will be
provided off-shore in Federal waters and from there will be moved into
California where it will be received by PLGS.

4, PLGS will deliver the gas to Southern California Gas Company
(SoCal) its sole customer, for distribution or Oxchange within
SoCal's service territory. Therefore, the gas will be received in
interstate commerce and will be consumed wholly within the boundaries

of California.
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5. In order to assure that the Hinshaw exemption applies to this
transactlon, it is necessary that the exchange service and fee be
subject to regulation by the Commission.

6. With regards to the agreement with Chevron, PLGS agrees that it
will accept up to 75% of Chevron's share of gas made available at
Chevron's gas treating facility near Gaviota and will redeliver con=-
currently a like quantity of natural gas to Chevron's San Joagquin
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steam-flood and cogeneration operations at the exchange delivery points
and at the exchange fee agreed upon.

7. With regards to the agreement with Phillips, PLGS agrees that it
will accept up to 50% of Phillip's share of gas made available at the
Point Arguello Natural Gas Line Company gas producing facility near
Gaviota and will redeliver concurrently a like quantity of natural gas
to Phillip's steam~flood and cogeneration operations of the exchange
delivery points and at the exchange fee agreed upon.

8. The exchange fees to be charged by PLGS for exchange services in
both cases shall, in any month, be the base exchange fee of $0.65 per
decatherm with an escalation factor of 5% for each contract year
commencing with the beginning of the second contract year. Such ex-
change fees to be computed to the nearest one-hundredth of a cent
($0.0001).

9. PLGS shall have the right to curtail, in whole or in part,
delivery of the exchange gas at any time to either customer when-
ever it becomes necessary in order to meet the service requirements
of SoCal's higher priority customers, and may purchase 100% of the
available gas.

10. In the event that any new facilities are needed to effectuate the
exchange delivery in either case, the customer will reimburse PLGS
100% of the total cost of labor, materials, and overhead required for
the installation of such facilities.

11. Public notification of these filings have been made by supplying
copies of such filings to other utilities, governmental agencies and
to all interested parties who requested such notification. The
Commission has received two protests to each of these filings.

12. One protest against each filing was filed by Texaco USA (Texaco)
(see Attachment B) protesting the exchange fee of $0.65 per decatherm
on the grounds that such exchange fee had not been demonstrated to be
just and reasonable. Texaco alleges that acceptance of such an ex-
change fee by the Commission, without proper justification, could
establish precedential rates and allow for the discrimination in appli-
cation of those rates to other potential shippers of natural gas,

such as Texaco.

13. Texaco states that it is a working interest owner in a natural
gas production development located in the Federal Domain, Offshore
California, close to the natural gas developments of both Chevron and
Phillips.

1l4. 1In response to this protest (see Attachment C) PLGS points out
that this fee, as well as all other terms and conditions of the
agreements, were freely negotiated between the respective business

entities and were obviously thought to be beneficial to each party to
an acceptable degree.
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15. In the event that Texaco and PLGS should seek an exchange agree-
ment, hopefully they will be able to negotiate a mutually acceptable
agreement, which will include an exchange fee clause that will be
agreed upon by both parties, just as has been done in the case of both
Chevron and Phillips. Until that time comes, Texaco has not been
harmed in any way.

16. The position of PLGS and SoCal relative to its exchange program
was set forth on pages 42-46 of SoCal's opening brief dated October 1,
1984 in the Commission's gas transportation proceeding, O.I.I.
84-04-79. A copy of these pages is shown as Attachment D to this
resolution.

17. One protest was filed by the California Gas Producers Association
(CGPA) (see Attachment E), requesting that the Commission require

PLGS and SoCal, as well as Pacific Gas and Electric Company (PG&E),

to formally file all of their natural gas "exchange" or transportation
agreements with the Commission so that the terms and conditions of
these agreements may be disclosed as a matter of public record.

18. 1In response to (CGPA) (see Attachment F), SoCal and PLGS reject
the concept that such proprietary information between competitors
should be made public. PG&E's response, (see Attachment G) points out
that PG&E is not a participant in these filings and that in any re-
spect, such information is confidential and proprietary to the utility
and such information should not be divulged during periods of price
negotiations with California gas producers when the utilities are
seeking least-cost gas for its ratepayers. The Commission Staff con-
curs with the above assessments.

19. Despite the confidentiality and proprietary rights of the utility,
Advice Letters 66 and 67 were submitted for Commission approval in
order to preserve the Hinshaw exception under the Federal Natural Gas
Act. A brief explanation is included in a letter from SoCal to the
Commission dated February 14, 1985 (see Attachment H).

20. These filings have been reviewed by the Commission Staff and
approval as submitted is recommended.

21. We find that these filings are just and reasonable and within
the Commission's purview to regulate. We further find that the pro-
tests filed by Texaco and by CGPA should be denied.

THEREFORE:

1. Pacific Lighting Gas Supply Company is authorized by Section X.A.
of General Order No. 96-A and by Section 532 of the Public Utilities
Code to place the exchange provisions of the two gas sale and pur-
chase agreements as filed by Advice Letters Nos. 66 and 67 into effect
today, on the ground that the underlying contracts are reasonable and
in the best interests of ratepayers. This approval is limited to the
gas purchase and exchange agreements between PLGS and Chevron and

Phillips, and the exchange agreements between SoCal and PLGS as filed
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by SoCal Advice Letter 1483 required to implement the above-described
exchanges.

2. The protests to these advice letters as filed by Texaco, USA and
by the California Gas Producers Association are hereby denied without
- prejudice.

3. The Public Utilities Commission of the State of California hereby
certifies that it has exclusive regulatory jurisdiction over the rates
and services provided by SoCal and PLGS pursuant to the aforementioned
gas purchase and exchange agreements, and by virtue of this resolution
approving same is exercising such jurisdiction pursuant to the pro-
visions of 15 U.S.C. §7l7(c).

4. Any further gas exchange agreements between SoCal and PLGS and

OCS producers, or between SoCal and PLGS for the purpose of exchanging
OCS gas shall be brought to the Commission for prior approval through
the advice letter procedure.

5. The above advice letters and agreements shall be marked up to show
that they were approved for filing by Commission Resolution G=2617.
This resolution is effective today.

I certify that this resolution was adopted by the Public Utilities
Commission at its regular meeting on March 20, 1985 . The
following Commissioners approved it:

5 Lot
DONALD VIAL [ Executive Director ;; )
President

VICTOR CALVO

PRISCILLA C. GREW
WILLIAM T BAGLEY
FREDERICK R. DUDA

Commissionerg
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Attached to and made a part of that Gas Sales and Purchase
Agreement dated the 10th day of _September, 1984
by and between CHEVRON U.S.A. INC., a California corporation,

Seller, and PACIFIC LIGHTING GAS SUPPLY COMPANY, a California
Corporation, Buyer.

EXCHANGE DELIVERY POINTS
AND
EXCHANGE FEES

The exchange fees to be charged by Buyer for exchange services
provided Seller pursuant to Article V of this Agreement in any
Month shall be the base exchange fees hereinafter set forth,
Said base exchange fees shall escalate at the beginning of the
second Contract Year and each Contract Year thereafter by five

percent (5%). Such exchange fees will be computed to the
nearest one-hundredth of a cent (.01#).

Exchange Delivery Points Base Fee

B-1 (San Joaguin steam-flood
and cogeneration locations
to be agreed upon) $.65/Decathexrm
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.Attached to and made a part of that Gas Sale and Purchase
‘Agreement dated the 27th day of November, 1984, by and between

PHILLIPS PETROLEUM COMPANY, a Delaware corporation, Seller,
and PACIPIC LIGHTING GAS SUPPLY COMPANY, a California
corporation, Buyer.

EXCHANGE DELIVERY POINTS
AND
EXCHANGE FEES

The exchange fees to be charged by Buyer for exchange services
provided Seller pursuant to Article V of this Agreement in any
Month shall be the base exchange fees hereinafter set forth.
Said base exchange fees shall escalate at the beginning of the
second contract year and each contract year thereafter by five
percent (5%).. Such exchange fees will be computed to the
nearest one-hundredth of a cent (.0l¢).

Exchange Delivery Points Base Fee

B-1 (San Joaquin steam-flood and
cogeneration locations to
to be agreed upon) S$.65/Decatherm
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Texaco USA » Souievard

December 14, 1984

Mr. James R. McCraney

Deputy Director

Evaluation and Compliance Division
Public Utilities Commission

350 McAllister Street

Room 2024

San Francisco, California 94102

Re: ADVICE NO. 66
PACIFIC LIGHTING GAS SUPPLY COMPANY

Dear Mr. McCraney:

In reference to Advice No. 66, filed November 28, 1984, Texaco
Inc. hereby protests the request by Pacific Lighting Gas Supply
Company (PLGS) for approval of the exchange provisions attendant
to a Gas Sales and Purchase Agreement dated September 10, 1984,
between PLGS and Chevron U.S.A., Inc. (Chevron).

Texaco Inc. is a producer of natural gas in the State of California.
Texaco Inc. is also a working interest owner in a natural gas
production development located in the Federal Domain, Offshore
California, close to Chevron's natural gas development which is

the source of the natural gas which is the subject of the Gas

Sales and Purchase Agreement between PLGS and Chevron referenced

in Advice No. 66.

Specifically, Texaco protests the exchange fee of $0.65 per deca=-
therm, as escalated, under the agreement on the grounds that such
exchange fee has not been demonstrated to be just and reasonable

and does not appear to be reflective of the actual costs of such

exchange arrangement to PLGS. Acceptance of such an exchange fee
by the Public Utilities Commission, without justification, could

establish precedential rates and allow for the discrimination in

application of those rates to other potential shippers of natural
gas, such as Texaco.

Texaco further requests that an evidentiary hearing be held on
the justification of such exchange fee. Alternatively, the Com-~
mission may want to consider the consolidation of this request by
PLGS with the "Investigation on the Commission's Own Motion Into

Bivision ot Texaco In¢
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the Operations of all Gas Corporations Regarding Transportation

of Customer-Owned Gas from the California Border to Industrial
Facilities Within California, And Related Matters," Docket

Nos. 01184-04-079 and 1&S Case No. 84~04-080 and Case No. 84-02-06,
which is currently pending before the Public Utilities Commission,
and which would appear to relate in a generic sense to the very
issues raised by PLGS's filing herein.

Advice No. 66 was not submitted by PLGS to Texaco and, conse-
quently, Texaco did not become aware of the submission of Advice
No. 66 by PLGS until December 7, 1984. Texaco, therefore, re-
quests leave of the Commission to file this protest in the event
such protest is considered out of time.

Very truly yours,

datiiid

W. H. WIETSTRUCK
Gas Sales Manager

WHS/KAB
bh:3,/u

cc: Mr. R.M. Loch
Pacific Lighting Gas
Supply Company
P. 0. Box 54790
Terminal Annex
Los Angeles, California 90054

cc: Chevron

REC4,/DW.801
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SOUTHERN CALIFORN!A [ ¢as | COMPANY

810 SOUTH FLOWER STREET e LOS ANGELES, CALIFORNIA

FREDERICK E. JOHN

Vice President MAILING ADDRESS: BOX 3249 TERMINAL ANNEX, LOS ANGELES, CALIFORNIA 90051

January 15, 1985

Mr. James R. McCraney

Deputy Director

Evaluation and Compliance Division
Public Utilities Commission

350 McAllister Street, Room 2024
San Francisco, CA 94102

Re: Pacific Lighting Gas Supply Company Advice No. 67
Dear Mr. McCraney:

This letter is in response to the protest of Texaco, dated
January 9, 1985, to our Advice No. 67 requesting Commission approval
of the rates and terms of the November 27, 1984 exchange agreement
between Phillips Petroleum Company (Phillips) and Pacific Lighting Gas
Supply Company (PLGS). The letter also responds to the protest of
Texaco, dated December 14, 1984, to our Advice No. 66 requesting
Commission approval of the rates and terms of the outer continental
shelf gas exchange agreement between Chevron and PLGS.

Texaco protests the exchange fee of $0.65 per decatherm as
not having been demonstrated to be just and reasonable. This exchange
fee is an integral part of the overall agreement for the sale and
purchase of gas between Phillips and PLGS and between Chevron and
PLGS. The fee, as well as all other terms and conditions of the
agreements, were freely negotiated between these business entities
dealing with each other at arms length. Obviously the parties
believed they were benefiting to an acceptable degree or they would
not have entered into the agreements. There is no reason for the CPUC
to question the reasonableness of the negotiated exchange feces in the
name of protecting Phillips, Chevron or any other producer., They are
perfectly capable of protecting themselves.

Texaco apparently fears that it may become subject to an
exchange fee of $0.65 per decatherm when it is ready to request
exchange services. When that time comes, Texaco and PLGS will
hopefully be able to negotiate a mutually acceptable agreement, just
as PLGS has done with Phillips and Chevron. Until that time comes,
Texaco has not been harmed in any way and has no basis for complaint.

e e i e PR+
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SOUTHERN CALIFORNIA GAS COMPANY

Mr. James R. McCraney -2~ Jan., 15, 1985

The position of PLGS and Southern California Gas Company
(SoCalGas) relative to its exchange program was set out at pages 42-46
of SoCalGas' opening brief dated October 1, 1984 in the Commission's
gas transportation proceeding, OII 84-04-079. 1 have attached a copy
of those pages for your convenience. Our position on exchange remains
basically as set forth therein. The only reason we have requested
Commission approval of the Chevron and Phillips exchange agreements is
that the gas is being received by PLGS in interstate commerce and
Commission approval is therefore necessary to protect our Hinshaw
exemptions. ‘

PLGS urges the Commission to approve the rates and terms of
the above-described exchange agreements at the earliest practical
time.

PACIFIC LIGHTING GAS SUPPLY COMPANY

1

‘ T S

P

By . ‘ PR )
Frederick E. John; Vice President
Southern California Gas Company
Authorized Agent

cc: W. H. Wietstruck, Texaco
Leon Bray, Phillips
Allen Quiat, Chevron
Michael Day, Staff Counsel

Attachments
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K. Exchange Agreements

Special Condition 10 of Schedule T-1 specifies that
the proposed transportation program will not affect existing
or future exchange agreements. (See Exh. 18, Schecdule T-1,
sheet 5.) Transportation under Schedule T-1 and producer
exchange agreements are two entirely separate programs. Most
exchange agreements are intended to facilitate supply acqui-

sition. As Mr. Pocino explained:

*The purpose of gas purchase con-
tracts with California gas producers
has been to acquire gas for our
system. In negotiating some of
these contracts, exchange arrange-
ments were included on a contract-
by-contract basis in order to
provide individual producers with
incentives to sell gas to us. These
exchange arrangements provide that a
portion of the gas delivered by a
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producer into the Pacific Lighting
utility system may be exchanged by
delivering a like amount of gas to
the producer at another location,
usually a refinery, for a mutually
agreeable fee. These exchange
arrangements have given us access to
certain California gas supplies,
something not intended to be part of
the Schedule T-1. Exchange arrange-
ments have been used for over sixty
vears as part of our long-term
intrastate gas acgqguisition strate-
gy." (Exh. 24, p. 15.)

Exchange arrangements with California producers are
negotiated on a case-by-case basis. The exchange provisions
are an integral part of overall gas supply agreements, and
the exchange rates and provisions can only be properly
evaluated in the context of the overall agreements. Exchance
arrangements should not be considered part of the Schedule
T-1 program, because customers uncder the T-1 program are not
negotiating with SoCalGas for the sale and purchase of
utility system gas supplies.

End-users seeking transportation under Schedule T-1
have no gas accuisition opportunities to offer the utility,
and hence have nothing to bargain with. Transportation will
be offered to them under Schedule T-1 as a public utility
service, not as a freely negotiated business deal. Califor-
nia gas producers, on the other hand, have gas supplies to
sell, and the utility bargains with them for the best con-

tract it can get. There are times when that deal may include
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fornia producers, SoCalGas has exchange arran
PGandE. Their purpose is to provide operational flexibility
to both utilities, and to save California ratepayers the
expense of redundant facilities. The utilities also provide
each other with temporarv system support to avoid interfup-
tions of deliveries of gas during times of local operating
failures or other unplanned difficulties. (Exh. 24, pp.
15-16.)

One intervenor arqued that exchance arrangements
with California producers should be "filed"” with the Comnis-
sion. Others noted that the facilities used to carry out

exchange arrangements are owned by the utilitv and are

included in the utilitv's rate kase. The fact that the
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facilities used for exchange are in rate base has no juris-
dictional sianificance whatsoever. The identical facilities
used for exchange are also used bv the utility to purchase
and transport system supply from California producers to
utility sales customers throughout the service territoryv.
They are a necessary part of the Pacific Lighting utilities'
system and are properly in rate base.

In addition, the gas which is sold by California
gas producers to the utility obviously passes through rate-
bacsed facilities, vet no one has suggested that the Commis-
sion assert jurisdiction over producer sales. The
representative of the California Gas Producers Association
specifically recommended against Commission jurisdiction over
California gas purchase ccntracts (Tr. 2/139), vet the
exchange arrangements are tvpically included within the body
of those purchase contracts.

As the SoCalGas witnesces have made abundantly
clear, the exchange arrangements are an integral part of
overall agreements to purchase gas. All the arguments which
would support Commission jurisdiction over the exchange of
California gas would also apply to Commission jurisdiction
over purchases of California gas. That is a result which the
utilities and, we believe, the gas producers would most

stronglv cppose. Neither the purchase nor the exchange of
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California gas should be subiect to Commission jurisdiction.
In this era of diminishing government regulation and recogni-
ticn of the public interest in the full play of free market
forces, any Commission assertion of jurisdiction over the
purchase and exchange agreements with California gas produc-

ers would not be constructive. (See Tr. 3/299.)
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]

Mr. James R. McCrarey, Deputy Director,
Evaluation and Compliance Division ,
Catifornia public Utilities Commission,
330 McAllister Street, Room 2024,

So1. Francisco, California  94190:&

Dear Mr. HcCraney,

This letter is written on behalf of the Caliinrnia jas producers
tn ask the California PUC to reauire SoCal Gas-rPhes, and PGSE, to
formally file all, not just a selected few, of their natural gos :
“exchange", or transportation, agreements with the {~mmission, so that
tarms and conditions of thesz agreements may be disclosed as @ matter
of oibklic record.

presant Advice Filing

This letter is promptzd by SoCal Gas recent filing, on Jaruary 21,
1965, of advice No. 1483, seekirg Commission autheorization of foCal Gas
participation in the “"exchanye" service arrangewents with PLGS for the
Ae¢) ivery, by "exchange®, of Oubter Continental Shelf {0C3) ocas for
vacr ious natural guas producers under ceriain "blaanket" toerws and conditic

In its Advice SoCal Gas refers to two Advices filed by its PLGS
subsidiary requesting approval of the "exchange" seorwvice and "cxchange®
fee to Le provided by 2LGS, ond ZoCal Gas, as folluws:

Advica No. 66, filed November 27, 1984, with Chevron, U.S.A.,
Inc., providing for a 63¢/Dth “exchange" fee.

Advice No. 67, filed Deceawrker 24, 1984, with Phillips
Patroleum Company, providing for a 65¢/Dth "exchange" fee.

No reason is provided for the difference in "exchange" fees pro-
vided in these contemporaneous acreements for essentially the sane
natural gas “exchange" service.

COti:or “Exchange" Services

-
.

This, however, is only the tip of the icekerqg. In this instance,
because for the asserted “necod" for regulatory authourization, for
transportation, or "exchange of this, SoCal Gas (and PLGS) have filed
chese Advices with the CHUC for regulatory inspection and approval.
However, in all other cases, involving the transportation, or “exchange'

_ of intrastate California natural gas supplies, none of the nther SoCal

3as-PL.GS transportation, or "euchange" agreements have either Lieen
filed formally with the Commission - nor has Comrission approval been
souayht for the widely varying terms and conditions of the SoCal Gas-
PLGES (or PGSE) transportaticn, or “exchange" agrecziaenis.
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a) SoCal Gas “"Exchanne" Services

As it was pointed cuat during the course of the recent Commisslic
Natural Gas Transportaticn [hvastigation proceedings (07D 84-04-079,
et. al), at the present Lim: Solal Gas carries ~ut transporiation, or
vuxchange" natural gas service for some 16-17 customers, princinally
nataral gas producing comoanies. The jas is, generally, transpocted,
or “exchanged" tetwezn the point of production (within California)
for the customer, ond the sistumer's oil refinery. 1In 1%387 pacific
Tighring (8cCal Go) cutharged 25.862 Bef, or apuail 10,0856 Nl per
ey C©f gas across thg FLCR-#F ol

a2al Sas system for o toral revenne of
119.967 mallion, or 2a avacagye "exchange® revenve of 4Z.4¢/Mcf (pocin
Ex. MNo. 29, Tr. ouv6, attaowe:d),

Accocding to data tilrd in support of 8clal ¢as'® past Spring
1984 Consolidated Adjustmeint Mechanism (CAM) ratrrei 3as rate rnro-
ceedings (Application No. 83-23-30) SoCal Gas presaeuntly plans to
tzansport or “"exchanga" shout 37 Bef annually, <o about 1C1,uGu Mcf
per day, of natural gas during the 12-month perioc¢ day 1984-April L9¢
across its system for a total revenue of $13.15% mullion, «r at an
average unit transportation or “exchange" cost cof al:out 35.5¢/Mcf.
whe anit cost, volume, and revenue from SoCal Geés (ond :ts subuidiary
vacific Lighting Gas Sapply) from its existing tronsportation, or
“cxchange" service is:

oo rie Lighating das Cupyiy " oug any
txvarnpe Volumes And Reveuor
A Rt ine - May 984 w Azl il

3 M .
it Lalhunie
Valiaee g Heneval
TEe LU bxshance Yriocity No4er) OLICER R N
il fompany® i 8.291 e 56T
il Tapuny 1 g.832 LS. “LE
iy lomparny 2 T.395 RN EIEpTa
LI Tompeny 23 2.7 willl L.ieg
Fra idills 33 6.330 WY )
Sl Cumpany 30 7.217 ERVEEN
i1 Compery _ L,372 R
iotal - h 37.061 T A
*557ul Gas 1 - ®igures aggregated. .

Saurse:  ax. do. LD, Lippitt, Tr. 137.

The discriminatory variances in the transportation, or "exchan
fees charged individual California gas producers ace exemplified by
44 different current effective exchange rates charged ky 50€al Gas=P.
for exchanging natural gas supplies across the combined plLi35-ScCal G
adtural gas transmission, pipeline and distribution system. These
ngxchange" rates vary from 2¢-93¢Mcf, showing = wide Adispurity in t!
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trcatment of any L.adivi-ird croduces's refuest {(Oxhirhiat Nu, 20, poci
wr. 669, attache:d). d rouwnos of producers huaone Loaaed CO“)lu-ht&
ageinst these discrimin.t Ty prictices -= withoot ave:l. (CU. Gulf
Exploration apd produstioa o owapany lebtor dabed May 24, 19nd, Ezbhikd
He, 12, attache:t.)

In this <.an2 " Lion v may be noted thor vie. grardiasg,
or deaying, =& Urochoaage™ privileges oo “alilornt -
gas has uu:;!;iz.-.s 0 wikn tiwr price oo For Coli-
..... . R T S et wa r‘-.lé&‘....-.‘;-. FANSE ) ST e -
L(h.ll.u.l ~c- » PR - AR A RN RS Tar ¥ B S 50 O IR 09 F O 2 EN < 8 R T LI M hlo Qs
is pzr hubGU balwd L anmual e month Lovder price
CONLracTs, O Ui i ladim £ixed (S ioe -..-Jii‘ui ac iy, in

1 natural gas L. jsaosascd oo

northern Cal tfiran. ol
. 5:

1 el e -y A P

ARLUOTH T Yhiw priod T

i no :"‘u-:'l‘!' A e the shbgective carare o £he oxpressa

There
criteDis for one rrantirneg, o denving, of a rioii to "exthantet vol
L Dalifernia- z-aa;_qd T Cotweon fiz2]ld producsax 1l custoners.
chijective polacy, or Coriicria, is established.

PG xchaage” S2rvices
Tnocontrase to ool cas, PSRN only has ottt D=1 Yexchange!
Lorvice agyreenents iy paeoy tor this Califor i« o Tenohioage®

sErvice vary batweun 13.+43¢ Juﬂ 3.1 Mef (Behiio bt e, 13 (Lippitt!
42 (Gibson), attachod), POLL wtness Gibson's remrn:. talh oul ti
oextont of his “qualitalive” fudguent with respect. o nie “jJudgmont
cuprcience™ in reagard o the necd cnd extent to eloich posl hpLses

s, babl o cwent s, o dendor, fochoggon ,;u..

moendatory Contract Curridpr, b
privileaes in Califovala. (00, the raspuns: Lo G C SUerr Counsal
vme Kenzile's questions al e . S)=sdl, 348-357, onld tice reoponee to

Mo,
gquostions by AL Powaer, oo ShHG- nbl)

Sammary And Conclasion

e o mee Y Y 4+ A e - s d o s i simrzlc v Bl eemeie et Yo ERIVIETITE FRIE TUCHNS I T
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SOUTHERN CTALIFGIRMNIARTISR) COMPANY

810 SOUTH FLOWER STREET e LOS ANGEILCS, CALIFORNIA

FREGERICK E. JOHN
Vice President MAILING ADDRESS: BGX 3249 TERAMINAL ANNEX, LOS ANGELES. CALIFORNIA 80051

February 7, 1985

Mr. James R. McCraney

Deputy Director

Evaluation and Compliance Division
Public Utilities Commission

350 McAllister Street

San Francisco, California 94102

Dear Mr. McCraney:

This letter is in further response to the January 25,
1985, letter of the California Gas Producers Association
(cGPA) regarding Southern California Gas Company's
(soCalGas) Advice No. 1483. CGPA requests that SoCalGas and
pPacific Lighting Gas Supply Company (PLGS) be required to
file all exchange arrangements with the Commissicn.

on February 1, 1985, I sent you a letter responding to
the CGPA's letter and pointing out that the CGPA's request
would amount to the establishment of a state-sponsored
clearing house for the exchange of proprietary information
between competitors. I also wish to inform you that certain
statements in the CGPA's letter are inaccurate and
misleading.

The CGPA's letter states that the exchange fee paid to
PLGS by Chevron, U.S.A. for the exchange of its Point
Arguello gas will be 63¢/Dth, whereas the exchange fee paid
by Phillips to PLGS will be 65¢/Dth. The correct figure is
65¢/Dth for both Chevron and Phillips.

on page 2 of the CGPA's letter, it was suggested that
the average exchange fee of the Pacific Lighting utility
system has dropped from 42 .4¢/Mcf in 1983 to approximately -
35.5¢/Mcf during the projected 12 month period from May 1924
to April 1985. The CGPA then presented a chart which
purported to explain how this average exchange fee was
derived. The chart, however, is misleading. The first
entry refers to an "0il Company" exchange of 8.291 MMcf at
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SOUTH L LALICDTNA GAS COMPANY

an exchange fee of 4.42¢/Mcf. 1In reality, the exchange
referenced by these numbers is not for an "0il Company", but
rather refers to the exchange services anticipated to be
provided by PLGS to Pacific Gas and Electric Company. This
is clearly not an exchange arrangement with a producer of
natural gas which sells gas to the Pacific Lighting utility
system. Therefore, it should not be included in the
calculation of our average exchange revenues. With the
deletion of this entry, the projected average exchange
revenues of PLGS would be 44.464/Mcf.

We have conveyed this information to Mr. Henry F. Lippitt
of the CPGA and renew our previous request that the Commission
reject the proposal of CPGA to make the terms of all our
exchange arrangements public.

Very truly vours,

/psd
cc: Mr. H. F. Lippitt, 2nd, Esq.
California GCas Producers Association
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) PACIFIC GAS AND ELECTRIC COMPANY

PGS 77 BEALE STREET, SAN FRANCISCO, CALIFORNIA 94106 TELEPHONE (415) 781.4211
l P.0O. BOX 7442, SAN FRANCISCO, CALIFORNIA 94120 TELECOPIER (415) 543-7813

PETER W. MANSCHEN
ATTORNEY

February 20, 1985

Mr, James R. McCraney

Deputy Director

Evaluation and Compliance Division
California Public Utilities Commission
350 McAllister Street

Room 2024

San Francisco, CA 94102

‘) Dear Mr. McCraney:

This letter is written to protest and oppose the
request made in this proceeding on January 25, 1985, by the
California Gas Producers Association that the Commission
require Pacific Gas and Electric Company (PGandE) to file
all intrastate natural gas exchange or transportation
agreements,

PGandE has not been a party in this proceeding and
does not intend by this communication to become a party. It
submits this communication for the limited purpose of
responding to the unauthorized and inappropriate request by
the Gas Producers.

In its January 25 communication, the Gas Producers
request that the Commission impose "as a condition for the
approval of the [Southern California Gas Company] SoCal Gas
and [Pacific Lighting Gas Supply] PLGS Advices," that the

" Commission order SoCal Gas, PLGS, and PGandE to file with
the Commission all intrastate contracts for transportation,
wheeling, "exchange," or "contract carriage" of natural gas.
For the several reasons set forth herein, PGandE opposes
this request.

. Foremost, PGandE is not a party to this
) proceeding. Accordingly, there is no procedural basis on
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which the Gas Producers or any other party can request
PGandE to provide information in this proceeding.

Second, the issue of the scope of the Commission's
regulation of intrastate exchange and transportation
agreements is already pending in OII 84-04-079,

Accordingly, the Gas Producers may not circumvent the
Commission'’s deliberations in that proceeding by seeking to
obtain the same information in this proceeding.

Lastly, the information requested is confidential
and proprietary to PGandE. Obviously, the Company is quite
concerned about dlvulglng any such information to the Gas

TYamam o e o e aa o aaand ou —_— o 2

rx.uuun.e:.b, paLc.LL.uJ.cu..Ly uuLJ.ug this perlou in which PGandE
is engaged in prlce negotlatlons w1th Callfornla gas
producers and is seeking to obtain the least-cost gas for
its ratepayers. The Company's hesitancy to prov1de such

: :
sand Lo oo
confidential information to the Gas Producers is further

heightened by the expectation that any such information

wonuld most likelyv be broadlv dissemin
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ed to members of the
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Association and also most probably made public in the
Bulletin reqularly issued by the Executive Secretary o
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organlzatlon.

Accordingly, PGCandE requests that to the extent
that the Commission even entertains the above January 25
request of the California Gas Producers Association, that it
summarily reject the request.

Very truly yours,

{ \ <

N \

L L \'ﬁ .
T Pl AR LI SN e,y

PETER W. HANSCHEN

KN

SFG:ng

cc: Chief Administrative Law Judge Mary C. Carlos
Administrative Law Judge Patrick Power
Henry F. Lippitt, II
Robert E. Keeler, Esqg.
Michael B, Day, Esq.
Catherine Waddell Yap
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SOUTHERN CALIFORNIA | QS | COMPANY

830 SOUTH FLOWER STREET e LOS ANGELES, CALIFORNIA 9017

GEOCRGE G. HANNAM .
1 aritt Administration Manager MAILING ADDRESS: BOX 3249 TERMINAL AMNEX. LOS ANGELES. CALIFORNIA 80051

February 14, 1985

Mr. Bruno Davis, Chief

Evaluation and Compliance Division
Public Utilities Commission

State of California

350 McAllister Street

San Francisco, CA 94102

Dear Mr., Davis:

You have asked for a short explanation of the history and
purpose of the Hinshaw Amendment and its relation to Advice Letters 66
and 67, This amendment was added to the Natural Gas Act in 1954 as ;
section 1(c) of the Act (15 U.S.C. §717(c), and was intended to o
nullify the result of the U.S, Supreme Court decision in Federal ‘
Power Com. v. East Ohio Gas Co. (1950) 338 U.S. 464. In that case,
the Supreme Court held that the East Ohio Gas Company became subject
to the provisions of the Natural Gas Act because it received and
transported gas in interstate commerce in its large~diameter, high
pressure transmission lines, even though such lines were all located
within Ohio. Interstate commerce did not cease, according to the
court, until the gas entered a lower pressure local distribution
system. The effect of passage of the Hinshaw Amendment was to nullify
that result and remove the prospect of dual federal and state regula-
tion of local distribution companies which also operate large diameter
transmission lines located entirely within the local state. There-
fore, SoCalGas and PLGS remain solely state-regulated distribution
companies as long as they retain their Hinshaw exemptions, even though
they purchase gas in interstate commerce from federally regulated
pipelines at the California border and transport it within the state
in their large transmission lines to the local distribution system.

The Hinshaw Amendment states that the federal Natural Gas
Act does not apply to a company or its facilities engaged in the
interstate transportation or sale for resale of natural gas, if the
gas is received at or within the boundary of a state and ultimately
consumed within the same state, provided that the rates and service of
the company and its facilities are subject to regulation by a state
commission. SoCalGas and PLGS receive gas at or withian the boundary
of California and their gas is consumed wholly within California,
They also hold certificates from the CPUC that their rates and service
are subject to CPUC regulation, Therefore, they have been granted
Hinshaw exemptions,

S T T T LR K F T
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Mr, Bruno Davis -2- Februsry 14, 1985

The reason we have requested CPUC regulation of the Phillips
and Chevron exchange arrangemeunts is that the gas from those projects
originates outside California and therefore is flowing in interstate
commerce when we receive it within California. If the rates and
service relative to those arrangcments were not subject to CPUC
regulation, the Hinshaw exemption would not apply, and FERC jurisdic~-
tion would follow.

The problem is that FERC jurisdiction would not be confined
solely to the Phillips and Chevron arrangements, but would extend to
all our public utility rates and services. In other words, the CPUC
would be completely ousted, from regulatory comtrol. Like it or not,
that is the actual result of a FERC decision rendered just last August.
In that decision the FERC held that Commonwealth Gas Pipeline
Corporation of Virginia lost its Hinshaw exemption for its entire
operation, merely because the Virginia State Corporation Commission had
determined that it had no jurisdiction to regulate sales of gas sold by
Commonwealth for resale to the City of Richmond. Even though such
sales constituted only a minor portion of Commonwealth's total sales in
Virginia, the FERC revoked its Hinshaw exemption entirely. (See
Commonwealth Gas Pipeline Corp., FERC Docket No. G-2500-000, order
issued August 20, 1984.) In light of this decision, I'm sure you can
appreciate why the Phillips and Chevron arrangements must be subject to
regulation by the CPUC.

Very truly youys,

ce: LG, A. Amaroli
J. H. Barnes
J. M. McCraney
Cc. W. Yap
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