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The Report of the Statewide Consistency Working Group



INTRODUCTION  



Summary



	The Statewide Consistency Working Group submits to the assigned Administrative Law Judge (ALJ), the Commission, and the parties in R.98-01-011, this report as ordered in the Assigned Commissioners’ Ruling issued April 23, 1998.  Volume I consists of this introduction to the report, and includes Appendix A (the list of participants in the Statewide Consistency Working Group), Appendix B (the index for the Inconsistency Issues Matrix), and Appendix C (the index for the Utility Comparison Matrix).  Volume II contains a matrix describing inconsistencies of concern to the parties, proposed resolutions, and responses to the concerns and resolutions from other parties.  Volume III, which constitutes the bulk of the work of the group, contains a detailed comparison matrix of operational, market structure, ratemaking, and regulatory details for the four gas utilities: Pacific Gas and Electric Company (PG&E), Southern California Gas Company (SoCalGas), 
San 
Diego Gas and Electric Company (SDG&E), and Southwest Gas Corporation (South
west).  Volume IV consists of 
rate summaries for the four utilities. 



Background

	

On January 21, 1998, the Commission issued its rulemaking, R.98-01-011, to assess and revise the regulatory structure governing California’s natural gas industry, in order to adopt reforms which emphasize market-oriented policies that will benefit all California natural gas consumers.  The rulemaking used the Division of Strategic Planning’s (DSP) report, Strategies for Natural Gas Reform: Exploring Options for Converging Energy Markets, as a basis for discussion, and invited comments on the issues raised and the recommendations proposed in the report.

	Subsequent to the review of written comments and a full panel hearing held on April 6, 1998, an Assigned  Commissioners’ Ruling on Market Conditions Reports and Other Matters, issued on April 23, 1998, ordered the parties to take various steps to aid the Commission, including the submission of Market Conditions Reports, briefs on jurisdictional issues, as well as creation of two working groups: (
1
) a Revenue Cycles Services Safety Working Group to address safety concerns related to the unbundling of meter provision and related services; and (
2
) a Statewide Consistency Working Group to develop an inventory of significant inconsistencies in gas market structure and regulatory treatment across the state.

	Specifically, the ruling stated, “We also ask the respondent utilities and other interested parties to form a Statewide Consistency Working Group.  The purpose of this group is to identify all places in which there are significant inconsistencies in the market structures, market offerings, rate structures, ratesetting methodologies, and rules of the respondent gas utilities.  We want the help of the parties in developing a comprehensive inventory of these differences and the group’s advice as to which differences should be eliminated, as well as why and how they should be eliminated.”  The Energy Division was assigned the task of organizing the first meeting of the group no later than May 15, 1998.   The ruling also ordered the group to issue a report on its deliberations and file it with all parties no later than September 4, 1998.   

This report constitutes the Statewide Consistency Working Group’s response to the Assigned Commissioner’s Ruling, affirmed by the Commission’s Interim Opinion in D.
98-08-030.

Working Group Process

	The Energy Division facilitated the first meeting of the Working Group on May 14, 1998.  Subsequent meetings took place on June 22, July 27, and August 11, 1998.  Representatives from the major gas utilities, PG&E, SoCalGas, SDG&E, and Southwest Gas, as well as other parties comprising a broad range of interests attended the meetings; these parties included the Office of Ratepayer Advocates (ORA), Enron, Utilicorp, The Utility Reform Network (TURN), Southern California Edison, and Calpine.   The list of Working Group participants is attached in Appendix A.  Administrative Law Judge Weissman also attended two of the meetings to provide guidance to the parties.

In the first meeting, ALJ Weissman outlined two main objectives for the group:

A detailed, comprehensive listing and discussion of the operational, regulatory, market structure, and ratemaking differences between the California gas utilities.  This listing and discussion would include the reasons for the outlined inconsistencies and would consist of a comparison exhibit.

Parties would attempt to reach agreement as to which alleged inconsistencies should be resolved and how the resolution could be accomplished.

	The following major categories of issues were agreed to by the participants:

Market Structure (Transportation; Storage; and Market Center Services)

Operations



Procurement



Ratemaking



Customer Services



6.    Non-Tariffed Products and Services



	Based on initial proposals by PG&E and Enron, a more detailed listing of issue sub-topics was gradually developed.  As a first step, the Working Group decided that a detailed matrix should be developed by the gas utilities, providing a
n
 inventory of the utilities
’
 
services and practices and illustrating consistencies and differences between the utilities in each of the sub-topic areas.  The draft matrices and the list of issue topics were discussed and refined in later meetings.  The result, a final Comparison Matrix, is identified as Volume III of this report.  In addition, the group agreed that a summary of rate schedules of the gas utilities would be useful, and these summaries are contained in Volume IV.

	The utility matrices at this stage consisted of operational, rate, or market-structure information pertaining to the topics listed but did not actually identify particular topics as being inconsistent between the utilities.  As the meetings progressed, participants agreed to develop a second work product which showed parties’ comments on the inconsistencies, proposed resolution or elimination of these inconsistencies, and comments on the proposed resolutions.  This Inconsistency Issues Matrix is identified as Volume II of this report.  

Working Group Deliberations and Philosophy

The Working Group participants extensively discussed the philosophy and purpose behind the objectives and the work-products of the group.  There was 
considerable
 deliberation regarding the ALJ’s mandate
:
 namely that the group reach agreements regarding which inconsistencies should be resolved and how they should be resolved.  Many participants expressed an opinion that any discussion of resolution of the inconsistencies was at least as difficult as the preparation of a detailed, side-by-side comparison matrix outlining operational, ratemaking, market structure, and regulatory aspects for each of the four utilities.  This comparison would take a major part of the time at the disposal of the Working Group.  A discussion of the inconsistency topics and how to resolve them could not begin until the comparison matrix was complete. The participants also expressed reservations regarding agreements, given the divergent positions of the parties as to whether and how the inconsistencies should be resolved.  Some participants believed that such an exercise would simply replicate the sort of litigatory arguments that normally take place in other proceedings, while others believed that the gas industry did not face major problems requiring a significant overhaul.  Many parties expressed a need for further guidance from the ALJ and the Commission.  

At the meeting on July 27th, which Administrative Law Judge Weissman attended at the request of the participants, further discussions on the philosophy and goals of the Working Group took place.  The group asked for the ALJ’s input on how best to complete the report, given the material available to date, the small amount of time remaining to complete the report, and the group’s general opinion that there was little likelihood that significant agreements on elimination of inconsistencies could be reached.  The ALJ said that the report should consist of: 
(
1) the comparison matrix; 
(
2) comments on inconsistencies; and 
(
3) if possible, agreements on elimination of inconsistencies, or an indication as to the areas in which no disagreements existed.  Regarding the elimination of inconsistencies, the Commission welcomed both substantive suggestions as to how to resolve inconsistencies as well as procedural recommendations.  

Several parties noted the severe schedule difficulties being imposed on parties working on the natural gas strategy proceeding, including the Revenue Cycle Services Safety Working Group, the Statewide Consistency Working Group, and the Market Conditions Reports and rebuttal testimony.   

Utilicorp noted two of its concerns
 related to the group’s report: f
irst, that it may be difficult to discern the context in which the inconsistencies exist, and second, that some consistencies may exist, but not for good reasons.  Others noted that neither this Working Group’s Report, the Revenue Cycle Services Safety Working Group’s Report, nor the Market Conditions Reports would be able to address all of the important issues related to gas industry restructuring.   

PG&E suggested that the Commission needed to give parties in the natural gas strategy proceeding time to digest all of the various reports issued and to carefully consider all of the issues involved.  Then sometime later, parties could make procedural suggestions.  The ALJ said he thought PG&E’s idea was good and would discuss it with the Commissioners.  The ALJ also explained that the report would precede and possibly be used in making a decision on the market structure.

Based on the discussions with the ALJ, as well as subsequent deliberations, the Working Group decided to focus a major part of its effort on completing the comparison matrix for the utilities.  After completing the comparison matrix, the parties believed that the group’s time could be used most effectively in preparing another matrix outlining the parties’ comments regarding which consistencies were of concern to them, proposed resolutions of these inconsistencies, and responses to the concerns and proposed resolutions from other parties. 

The group concluded that the schedule did not allow time to begin negotiations or reach agreements on any of the concerns and proposed resolutions.  

Statewide Consistency Working Group Report

The Working Group’s report includes: (1) Volume I, consisting of this introduction, with the list of participants attached as Appendix A, the index of the Inconsistency Issues Matrix as Appendix B, and the index for the Utility Comparison Matrix as Appendix C, (2) Volume II, the Inconsistency Issues Matrix including identified inconsistencies, proposed resolutions, and responses, (3) Volume III, the 
Utility 
Comparison Matrix of issue topics, and (4) Volume IV, the Utility Rate Summaries.

Electronic copies 
of the report 
will be sent to all participants and will also be provided on the CPUC website.  Paper copies will be made available to those who request them.  A notice of availability of the report will be sent to the entire R.98-01-011 service list via U.S. mail. 

Conclusion

	The 
Utility 
Comparison Matrix represents a substantial work product that can be used to educate the Commission, its staff, and the 
OIR 
participants 
on how each utility provides gas transportation and storage services, conducts its operations, purchases gas, establishes rates, and serves and bills end-use customers.  

Using this reference document, the Working Group identified fifty-six specific inconsistencies and proposed resolutions of these inconsistencies.  Parties then responded to these resolutions.  The Working Group encourages the Commission to review the Inconsistency 
Issues 
Matrix and evaluate the views expressed therein into its deliberations. 

 Reconciling the various positions of the Working Group participants is beyond the scope of this report.  Several parties advocate more immediate action on restructuring and/or tariff changes to address the issues identified in the Inconsistency Issues Matrix.  Other participants in the Working Group suggest a future schedule which would allow them to adequately and collaboratively consider and digest the various issues, including those gathered from the Market Conditions Reports and the Revenue Cycle Services Safety Working Group, and then make proposals about how to proceed in dealing with gas industry restructuring, including the possible elimination of alleged inconsistencies.  

While the participants did not reach a consensus recommendation as to how to resolve the gas operations and market structure issues it identified, the Working Group process was collaborative, and parties devoted significant effort toward the 
g
roup’s report and expressed interest in arriving at collaborative solutions. 

In conclusion, the Statewide Co
nsistency Working Group 
did not necessarily believe that agreement on elimination of inconsistencies was impossible, only that such resolution was not possible in the time available.  

Note of Appreciation

PG&E deserves a note of appreciation for taking a lead role in coordinating much of the Working Group’s efforts and reports. 

�Appendix A

Participants of the Statewide Consistency Working Group

AEP Energy Services (AEP)

Arter and Hadden

California Cogeneration Council (CCC)

California Energy Commission (CEC)

California Generation Coalition (CGC)

California Manufacturers Association (CMA)

Calpine Corporation (Calpine)

Coast Intelligen (Coast)

El Paso Natural Gas Company (El Paso)

Energy Division (ED)

Enron Corporation (Enron)

Houston Industries (Houston)

Indicated Producers (IP)

Kern River 

The City of Long Beach (Long Beach)

 Mojave Pipeline Company (Mojave)

The State of New Mexico (New Mexico)

NORAM Corporation (NORAM)

Office of Ratepayer Advocates (ORA)

Pacific Gas and Electric Company (PG&E)

PG&E Energy Services

San Diego Gas and Electric Company (SDG&E)

Sempra Energy (Sempra)

Southern California Edison Company (SCE)

Southern California Gas Company (SoCalGas)

Southwest Gas Corporation (Southwest)

United Energy

Utilicorp Energy Solutions (Utilicorp) 

The Utility Reform Network (TURN)

Western Hub Properties (WHP)
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INCONSISTENCY ISSUES MATRIX

INDEX For VOLUME II



Issue No.�Matrix Topic���1.1	Transportation service���1.1.1	Products and services (for transportation)���1.1.1.2	Local Transmission / distribution  (wholesale rates)���1.1.3.1	EAD contracts���1.1.3.3	Residual load tariffs���1.1.4	Balancing service  (Also see 2.2 Imbalance management)���1.1.6	Wholesale service���1.2	Storage service���1.2.1	Storage products and services���1.2.3	Wholesale storage service���1.3	Market center services���1.4.1	Secondary market���1.6	Notice to cogenerators of UEG service elections���1.7	Contracting and credit requirements���1.8	Reliability standards and investment criteria ���2.1	Nominations and scheduling���2.1.1.1	Method of allocating firm intrastate capacity (“windowing”) ���2.2.4	Rules for correcting imbalances���2.3	Priority of service���2.4	Application of GISB rules���2.5.2	Operational rules for managing core aggregation load���3.2.1	Minimum requirements for core aggregation ���3.2.2	Credit requirements for core aggregators.���3.2.3	Customer billing/payment options for core aggregators���3.2.5	Interstate transmission for core aggregators���3.2.8	Enrollment and switching procedures for core aggregators���3.3.1	Rules and eligibility for core subscription���4.1.1	Rate summary – Transportation service���4.1.2	Balancing, tracking and memorandum account summary���4.2.1.2	At risk vs. balancing account cost recovery���4.2.1.4	Public purpose program cost recovery���4.2.2.1	LRMC methodologies ���4.2.2.3	Core averaging ���4.2.2.5	Cost allocation to competitive and non-competitive services ���4.2.3	Rate Design (for distribution) ���4.2.3.1	Segmentation (options to segment noncore rates)���4.2.3.1	Segmentation (single electric rate)���4.2.4	Customer Charge and 

5.2.9	Service Establishment Charge���4.2.5	Gas rates to electric generators (single EG rate class)���4.2.5	Gas rates to electric generators (SDG&E divested plants)���4.2.5.1	Gas rates to EGs/ UEG rate design (Alta Power)���4.2.5.1	UEG rate design (negotiated rate and all volumetric)���Report of Statewide Consistency Working Group

INCONSISTENCY ISSUES MATRIX -- INDEX For VOLUME II





�4.2.5.2	Treatment of cogenerator rate parity/single EG rate class���4.2.5.2	Treatment of cogenerator rate parity/single electric generation rate class (CPUC fee)���4.2.5.3	Cogenerator eligibility for rate parity, e.g. micro-cogenerators���4.2.6	Wholesale service���4.3.1	Rate design  (for transmission service)���4.4.3	Treatment of storage revenues���4.7.1	Procurement incentive mechanism���4.7.2	Brokerage costs and fee���4.12	Fuel, line loss and shrinkage���5.1.1	Billing and collection���5.1.6	Coding for special status customers���5.2.2	Collections���5.2.4	Notices���5.2.10	Discontinuance of service��
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UTILITY COMPARISON MATRIX 

INDEX For VOLUME III



Topic��Transportation, Storage, and Market Center Services��Transportation service��Products and services��Backbone transmission��Local transmission/ distribution��Receipt and delivery point options��Special contracts��EAD contracts��EOR contracts��Residual load tariffs or other load retention tariffs��Other special transportation contracts��Balancing service��Other terms of transportation service��Wholesale transportation service��Storage service��Storage products and services��Other terms of storage service��Wholesale storage service��Market center services��Market center products and services��Other terms of market center services��Secondary market��Transmission capacity

Storage capacity��Service Eligibility��Transportation eligibility��Storage eligibility��Market center eligibility��Secondary market eligibility��Notice to cogenerators of UEG service elections��Contracting and credit requirements��Reliability standards and investment criteria��Operations��Nominations and scheduling��Transmission service��Method of allocating firm intrastate capacity (“windowing”)��Coordination with interstate nominations��Storage service��Market center service��Core versus noncore service rights��Imbalance management��Balancing tolerances��Imbalance penalties/balancing rates��Imbalance notification procedures��Rules and options for correcting imbalances��Special rules (OFOs, etc.)��Operational flexibility and communications with shippers��Storage capacity allocated to balancing service��Priority of service, curtailments, and diversion of supply��Application of Gas Industry Standards Board (GISB) rules��Core aggregation service��Scheduling requirements for core aggregators��Operational rules for managing core aggregation load��Reliability issues and procedures for last resort service��Separation of utility functions  (operations vs. procurement)��Organizational structure��Operational guidelines and practices��System information��Interstate pipeline capacity��Firm capacity holdings��Interstate capacity release guidelines��Storage capacity by field��Policy for interconnection with third-party storage providers��Reporting Requirements��Operational reports to CPUC��Market center / hub reports to CPUC��Procurement Service��Core procurement service��Retail core procurement��Wholesale core procurement��Authorized use of financial instruments��Core aggregation service��Minimum requirements for core aggregation��Credit requirements for core aggregators��Customer billing/payment options for core aggregators��CTA/customer obligation to pay utility��Utility obligation to serve core aggregation customers��Interstate transmission for core aggregators��Intrastate transmission for core aggregators��Storage service and priority for core aggregators��Enrollment and switching procedures for core aggregators��Core aggregator access to customer information��Core subscription service��Rules and eligibility for core subscription��Core subscription service features compared to core and noncore services��Consumer protection rules��Rules related to “slamming”��Ratemaking��Summary of current rates��Rate summary��Balancing, tracking and memorandum account summary��General ratemaking issues��Revenue recovery and incentive ratemaking��Performance Based Ratemaking (PBR)��At-risk versus balancing account cost recovery��Rate/pricing flexibility��Public purpose program cost recovery��Cost of capital determination��Cost allocation��LRMC methodologies��Treatment of new facilities��Core averaging��Treatment of ITCS��Cost allocation to competitive and non-competitive services��Rate design��Segmentation��Core/noncore migration��Customer charges��Gas rates to electric generators��UEG rate design��Treatment of cogenerator rate parity/single electric generation rate class��Cogenerator eligibility for rate parity, e.g. micro-cogenerators��Electric vs. gas transmission rate structures��Wholesale service��Transmission service��Rate design:  zone rates, path rates, postage stamp rates….��Treatment of transmission revenues��Storage service��Allocation of storage costs��Storage rate design��Treatment of storage revenues��Market center service��Allocation of costs to market center service��Market center rate design��Treatment of market center revenues��Distribution service��Seasonality of rates��Rate discounting��Baseline rate structure��Core procurement service��Procurement incentive mechanism��Brokerage costs and fee��Monthly core pricing mechanism��Core aggregation service��Core subscription service��Rates compared to core and noncore��Surcharges��Franchise fees and taxes��Residual load service/gas stand-by service��Fuel, line loss and shrinkage��Customer Services��Revenue cycle services��Billing and collection��Meter installation, maintenance & calibration��Meter reading��After-meter services/emergency response��Name, location and format of customer databases��Coding for special status customers in database��Customer service rules��Customer credit��Collections��Deposits��Notices��Payment of bills��Payment options��Late payment fees��Returned checks��Use of estimated bills��Disputed bills��High bill investigation��Adjustment of bills��Service establishment charges��Discontinuance of service��Meter reading��Equipment testing, maintenance, and replacement��Meter tests��Access rights to customer premises��Policy for new service lines and extensions��Non-Tariffed Products and Services��
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