MERGER MITIGATION MEASURES


PACIFIC ENTERPRISES - ENOVA CORPORATION


I.�INTRODUCTION AND SUMMARY


Pursuant to footnote 17 at page 144 of the PD, Applicants hereby submit a complete set of the mitigation measures required by the PD.  Unless otherwise noted, Applicants support each of these mitigation measures.  The mitigation measures are organized in the following manner:


DIVESTITURE OF SOCALGAS’ OPTIONS TO PURCHASE KERN RIVER AND MOJAVE -- this mitigation measure is set forth at page 143 of the PD.  As explained in the attached Comments, Applicants believe this proposed measure is unnecessary, both because divestiture will occur whether or not ordered in this proceeding, and because such a requirement unnecessarily results in inconsistencies in the PD.


SDG&E FOSSIL POWER PLANT DIVESTITURE -- this mitigation measure is set forth at page 143 of the PD.  As explained in the attached Comments, Applicants believe this proposed measure is also unnecessary.


APPLICANTS’ 25 REMEDIAL MEASURES -- As explained at page 64 of the PD, Applicants proposed 23 Remedial Measures in their market power testimony (Applicants’ proposed Remedial Measures are Attachment B to the PD).  These 23 Remedial Measures are Attachment 3 to Chapter 3 of Exhibit 14.  The first 11 Remedial Measures implement FERC Order 497 requirements in response to FERC’s conditional approval of Applicants’ merger; the remaining 12 Remedial Measures, agreed to by Applicants out of an abundance of caution, go far beyond Order 497 requirements.


As set forth at pages 66 and 67 of the PD, Applicants have agreed to certain changes to their Remedial Measures proposed by intervenors (such as replacing the word “will” with “shall” and eliminating the “reasonable steps” language from Remedial Measure No. 4).  In addition, Applicants have also agreed to add two additional Remedial Measures in response to concerns raised by SCUPP (see PD at page 66).  All of these changes, including new Remedial Measures 24 and 25, are included in the Remedial Measures set forth in this current Attachment.


AFFILIATE TRANSACTION CONDITIONS -- In their Case-in-Chief, Applicants have proposed a set of conditions that would govern affiliate transactions in the merged organization, including transactions between SDG&E and SoCalGas.  At the same time, Applicants also proposed detailed policies and guidelines for affiliate transactions in the merged organization.  Applicants’ proposed affiliate transaction conditions are Attachment 1 to Exhibit 5; Applicants’ proposed affiliate policies and guidelines are Attachment 2 to Exhibit 5.  These proposed affiliate conditions and guidelines (including Condition 12(d) which was added after Applicants originally submitted their Case-in-Chief testimony), are included in this current Attachment.


Except for interutility transactions, Applicants must also comply with the new affiliate transaction rules adopted by the Commission in D.97-12-088 (for the sake of brevity, these new statewide affiliate rules are not included in this current Attachment).  To the extent Applicants’ affiliate conditions, policies, or guidelines are inconsistent with the new affiliate rules, the new affiliate rules will control, and Applicants will conform their conditions, policies, and guidelines to the new statewide rules.  As set forth at pages 105 through 107 of the PD, only certain limited portions of the new statewide affiliate rules will apply to interutility transactions within the new merged organization.  Moreover, certain post-merger transfers of utility employees to unregulated affiliates are partially exempted from the new affiliate rules.  The limited portions of the new statewide affiliate rules which will apply to interutility transactions within the new merged organization, and the limited post-merger exemption for transfers of utility employees to unregulated affiliates, are also set forth in the current Attachment.


The following mitigation measures are commitments made by Applicants which are not required by the PD.  Applicants believe the first should be adopted by the Commission in this proceeding, and the remaining FERC Codes of Conduct are included for convenience. 


SINGLE SOCALGAS TRANSPORTATION RATE FOR ALL ELECTRIC GENERATORS, INCLUDING COGENERATORS, IN SOCALGAS’ SERVICE TERRITORY -- As set forth in the attached Comments, although not mentioned in the PD, Applicants have agreed to adopt the recommendation by the California Cogeneration Council and Watson Cogeneration Company that SoCalGas implement a single transportation rate schedule for all electric generators, including cogenerators, in SoCalGas’ service territory.  The California Cogeneration Council, Watson Cogeneration Company, and SoCalGas have agreed that in other Commission proceedings they will propose that “collateral” cogeneration parity be terminated upon implementation of the single electric generation transportation rate schedule and the occurrence of certain other triggering conditions.  In their Comments, Applicants have asked the Commission to adopt this additional mitigation measure.


FERC CODES OF CONDUCT -- SDG&E, Enova Energy, and AIG (now Sempra Energy Trading) have each submitted Codes of Conduct to FERC that will govern the FERC-jurisdictional transactions of these organizations unless and until these current codes of conduct are superseded or eliminated by FERC.  Each of these Codes of Conduct are included in this Attachment.


�
II.  REQUIRED MITIGATION MEASURES


A.	DIVESTITURE OF SOCALGAS’ OPTIONS TO PURCHASE KERN RIVER AND MOJAVE


On or before December 31, 1999, SoCalGas shall sell its options to purchase the California facilities of Kern River and Mojave pipelines to nonaffiliates of the merged company.


B.	SDG&E FOSSIL POWER PLANT DIVESTITURE


On or before December 31, 1999, SDG&E shall sell its gas-fired generation facilities to nonaffiliates of the merged company.


C.	APPLICANTS’ 25 REMEDIAL MEASURES


The Terms and Conditions of the tariff provisions relating to transportation shall be applied in the same manner to the same or similarly situated persons if there is discretion in the application of those tariff provisions.  (Standard A.)


SoCalGas shall strictly enforce a tariff provision for which there is no discretion in the application of the provision.  (Standard B.)


SoCalGas shall not, through a tariff provision or otherwise, give its marketing affiliates (including SDG&E) preference over non-affiliated shippers in matters relating to transportation including, but not limited to, scheduling, balancing, transportation, storage or curtailment priority.  (Standard C.)


SoCalGas shall process all similar requests for transportation in the same manner and within the same period of time.  (Standard D.)


SoCalGas shall not disclose to its marketing affiliates or to employees of SDG&E engaged in the gas or electric merchant function any information SoCalGas receives from a non-affiliated shipper or potential non-affiliated shipper.  (Standard E.)


To the extent SoCalGas provides information related to transportation of natural gas to its marketing affiliates or to employees of SDG&E engaged in the gas or electric merchant function, SoCalGas shall provide that information contemporaneously to all potential shippers, affiliated and nonaffiliated, on its system. (Standard F.)


To the maximum extent practicable, SoCalGas' operating employees and the employees of its marketing affiliates, including employees of SDG&E engaged in the electric merchant function, shall function independently of each other. (Standard G.)


If SoCalGas offers a transportation discount to a marketing affiliate, including the SDG&E gas or electric merchant function, or offers a transportation discount for a transaction on its intrastate pipeline system in which a marketing affiliate, or the SDG&E gas or electric merchant function, is involved, SoCalGas shall make a comparable discount contemporaneously available to all similarly-situated non�affiliated shippers; and within 24 hours of the time at which gas first flows under a transportation transaction in which a marketing affiliate receives a discounted rate or a transportation transaction at a discounted rate in which a marketing affiliate is involved, SoCalGas shall post a notice on its Electronic Bulletin Board, operated in a manner consistent with 18 C.F.R. §  284.10(a), providing the name of the marketing affiliate involved in the discounted transportation transaction, the rate charged, the maximum rate, the time period for which the discount applies, the quantity of gas scheduled to be moved, the receipts points into the SoCalGas system under the transaction, any conditions or requirements applicable to the discount, and the procedures by which a non�affiliated shipper can request a comparable offer.  The posting shall remain on the Electronic Bulletin Board for 30 days from the date of the posting.  The posting shall conform with the requirements of 18 C.F.R. § 284.10(a).  (Standard H.)


SoCalGas shall file with the CPUC procedures that will enable shippers and the CPUC to determine how SoCalGas is complying with the standards of 18 C.F.R. § 161.  (Standard I.)


SoCalGas shall maintain its books of account and records (as prescribed under Part 201) separately from those of its affiliate.  (Standard J.)


SoCalGas shall maintain a written log of waivers that it grants with respect to tariff provisions that provide for such discretionary waivers and provide the log to any person requesting it within 24 hours of the request.  (Standard K.)


The merged company's Gas Operations� shall operate independently and shall be physically separate from Gas Acquisition.�


Communications pertaining to gas transportation between Gas Operations and any shipper on the SoCalGas system, including Gas Acquisition, shall, except as specifically exempted below, occur on a nondiscriminatory basis, preferably through SoCalGas’ interactive GasSelect EBB.  The merged company shall not permit any employee or third party to be used as a conduit to avoid enforcement of any of these  rules.


The SoCalGas GasSelect EBB shall be the primary means of communication between Gas Operations and any shipper on the SoCalGas system, including Gas Acquisition.  Telephonic and facsimile communications between Gas Operations and any shipper on the SoCalGas system, including Gas Acquisition, shall be limited to the status and administration of that shipper’s transportation and storage capacity, volumes, and, if relevant, expected gas usage.  Telephonic communications shall be tape recorded.  In addition, SoCalGas shall permit a representative of the CPUC and/or the California Power Exchange to audit or monitor the application of the procedures and protocols being used to operate the system and respond to the service requests of all system users.


The merged company shall preclude Gas Operations or Gas Acquisition from learning the financial positions in futures markets of any affiliate.  If non-public information of this nature is received by personnel working at Gas Operations or Gas Acquisition, it shall be contemporaneously posted on the GasSelect EBB.


Unrestricted communications shall be permitted between Gas Operations and SoCalGas Gas Acquisition to the extent necessary for Gas Acquisition to provide system reliability and balancing services.  Such communications shall be posted on the GasSelect EBB no later than seven (7) days after the communication to avoid an artificial increase in the cost of such services that may result from posting this information contemporaneously.


SoCalGas shall propose to the Commission in the upcoming Gas Industry Restructuring proceeding a set of provisions designed to eliminate the need for SoCalGas Gas Acquisition to provide system balancing.  If the system reliability and balancing function is separated from SoCalGas Gas Acquisition, all communications between Gas Operations and SoCalGas Gas Acquisition shall be through, and posted contemporaneously on, the GasSelect EBB, except for the telephonic and facsimile communications addressed above in (3).


Any affiliate of SoCalGas (including SDG&E) or of SDG&E shipping gas on the system of SoCalGas, SDG&E, or both for use in electric generation shall use the GasSelect EBB to nominate and schedule such volumes separately from any other volumes that it ships on either system.  Such gas will be transported under rates and terms (including rate design) no more favorable than the rates and terms available to similarly-situated non-affiliated shippers for the transportation of gas used in electric generation.


SoCalGas shall seek prior Commission approval of any transportation rate discount offered to any affiliated shipper on the SoCalGas system using existing procedures established by the Commission for review of discounted transportation contracts.


SoCalGas shall continue to maintain an EBB that is an interactive same-day reservation and information system.


SoCalGas shall post daily on the GasSelect EBB the following information for that day: estimated gas receipts by receipt point; necessary minimum flows at each receipt point; estimated system sendout; estimated storage injections and withdrawals; and estimated day-end system underground storage inventory.  SoCalGas shall also post daily on the GasSelect EBB information depicted in graphic form to show the relationship between storage inventory levels and underdeliveries to the SoCalGas system.


SoCalGas shall post daily the following “next-day” information: capacity available at each receipt point; total confirmed nominations by receipt point; estimated system storage injections and withdrawals; estimated as-available storage capacity; and the status of system balancing rules (daily or monthly).


SoCalGas shall post system status data such as maintenance information, facilities out-of-service, expected duration of outage, etc., as soon as such information is known to SoCalGas.


SoCalGas shall provide any customer requesting a transportation rate discount an analysis of whether the discount would optimize transportation revenues.


SoCalGas shall provide a transportation rate discount to any shipper on the SoCalGas system if such a discount will optimize transportation revenues, regardless of any impact on affiliate revenues.


AFFILIATE TRANSACTION CONDITIONS


[Full text omitted due to length; for full text, see Comments of Applicants on ALJ Proposed Decision in A.96-10-038]


E.	SINGLE SOCALGAS TRANSPORTATION RATE FOR ALL ELECTRIC GENERATORS, INCLUDING COGENERATORS, IN SOCALGAS’ SERVICE TERRITORY


SoCalGas shall implement, with Commission approval, a single transportation rate schedule for all electric generators, including cogenerators, in SoCalGas’ service territory, as proposed by the California Cogeneration Council, Watson Cogeneration Company, and SoCalGas.


FERC CODES OF CONDUCT


[Full text omitted due to length; for full text, see Comments of Applicants on ALJ Proposed Decision in A.96-10-038]





GRSAPPC


� 	"Gas Operations" includes the SoCalGas Gas Operations Center at the Spence Street facility and its employees, the SoCalGas Gas Transactions group, and the SDG&E Gas Operations group.


� 	"Gas Acquisition" means the gas acquisition function at SoCalGas and SDG&E and all energy marketing affiliates unless otherwise stated.
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