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�Issue No.�Matrix Topic�Page No.���1.1	Transportation service�1���1.1.1	Products and services (for transportation)�2���1.1.1.2	Local Transmission / distribution  (wholesale rates)�3���1.1.3.1	EAD contracts�3���1.1.3.3	Residual load tariffs�4���1.1.4	Balancing service  (Also see 2.2 Imbalance management)�5���1.1.6	Wholesale service�6���1.2	Storage service�7���1.2.1	Storage products and services�8���1.2.3	Wholesale storage service�8���1.3	Market center services�9���1.4.1	Secondary market�10���1.6	Notice to cogenerators of UEG service elections�10���1.7	Contracting and credit requirements�10���1.8	Reliability standards and investment criteria �11���2.1	Nominations and scheduling�11���2.1.1.1	Method of allocating firm intrastate capacity (“windowing”) �12���2.2.4	Rules for correcting imbalances�12���2.3	Priority of service�13���2.4	Application of GISB rules�13���2.5.2	Operational rules for managing core aggregation load�13���3.2.1	Minimum requirements for core aggregation �14���3.2.2	Credit requirements for core aggregators.�14���3.2.3	Customer billing/payment options for core aggregators�14���3.2.5	Interstate transmission for core aggregators�15���3.2.8	Enrollment and switching procedures for core aggregators�15���3.3.1	Rules and eligibility for core subscription�15���4.1.1	Rate summary – Transportation service�16���4.1.2	Balancing, tracking and memorandum account summary�16���4.2.1.2	At risk vs. balancing account cost recovery�17���4.2.1.4	Public purpose program cost recovery�18���4.2.2.1	LRMC methodologies �18���4.2.2.3	Core averaging �18���4.2.2.5	Cost allocation to competitive and non-competitive services �19���4.2.3	Rate Design (for distribution) �19���4.2.3.1	Segmentation (options to segment noncore rates)�20���4.2.3.1	Segmentation (single electric rate)�20���4.2.4	Customer Charge and 
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�Matrix Topic�Alleged Inconsistency�Proposed Resolution�Response of Others��1.�1.1   Transportation service (page 1)�(continued on next page)�The major discrepancy here is that PG&E's system is more fully unbundled, with backbone transportation separated from local transmission/distribution.  In addition, all parties may contract for transport service, while on the other LDC systems only end users have the right to use transport service.  See also 1.5.1 Transportation eligibility.  In addition, PG&E uses a path-based schedule of services which allows firm rights to be auctioned in an open season.  

�Enron believes that the zone rate system in use on SoCalGas' system is evidence that path-based rates can be derived for the southern California system.  Enron strongly supports imposing a similar unbundled system of firm rights which can be purchased at auction by any party on all LDCs in California.

Edison:  There may be no benefit to the marketplace in requiring SoCalGas to unbundle its transmission system so long as SoCalGas retains operational control of its transmission system.  On the other hand, if operational control is relinquished to an independent party with no financial stake in transmission management, the market for transmission service should be more competitive.  SoCalGas should inform the Commission as to whether making its transmission rates path specific would result in an improvement for customers.    

Houston Industries believes that, as with PG&E, each utility should offer separately stated rates as well as negotiated rates for transmission services, where applicable.  There should be a clearly stated and uniform process among the LDCs for negotiating transmission rates.  The LDCs should definitely utilize consistent rate design for their transmission services.  It would also be desirable, although not mandatory, to have consistent rate design for distribution services.

El Paso and Mojave:  To assure competition in California's core commodity markets, all qualified service providers should have transportation service access, not only via the utilities' transmission systems, but also via their local transmission and distribution systems pursuant to tariffs that the Commission should require each to file.

�PG&E:  PG&E’s path-based transmission rates were agreed to in the Gas Accord and approved by the Commission in D.97-08-055.  No change is needed for the PG&E system.  PG&E disagrees with Edison’s contention that an independent gas transmission system operator (Gas ISO) is needed.

SoCalGas response is that PG&E’s unbundling of its backbone transportation from local transmission/distribution was the result of its Gas Accord Settlement that resolved conflict of interest issues on the PG&E system with respect to Lines 400 & 401.  SoCalGas has no such conflict of interest and capacity is allocated daily at each receipt point based on prior days actual deliveries in a fair, non-discriminatory, fully open “window” process, described in detail on SoCalGas’ GasSelect EBB.  Further unbundling on either the SoCalGas’ system or on the PG&E’s system is the subject of the Gas Strategy OIR, and SoCalGas supports the “Green Book’s” recommendations against intrastate capacity brokering and against the creation of a Gas ISO.  SoCalGas also opposes application or impositions of the Gas Accord Intrastate Unbundling Model on SoCalGas as both operationally and economically inefficient.  If the Commission is going to consider any system of intrastate gas transmission capacity rights and secondary market for southern California, it should consider a system based on a receipt point allocation.

SDG&E:  There is no practical reason to unbundle the SDG&E gas transmission system because there are no distinct alternative delivery paths between the SoCalGas receipt point and gas customer meters to support competitive pricing.  The system is sized to serve the core gas load during peak demand periods, so that any unbundling of its system can not provide firm service for non-core loads.  Core customer costs would likely have to increase in order to off-set any discounts for this interruptible transportation, which could be made available to end users or others.  Introduction of a Gas ISO for intrastate transport is unnecessary and promises to cost more than any potential value.

Southwest has distribution-only transportation service.  Southwest believes that the development of distribution-only transportation rates and guidelines should be made on a utility case-by-case basis in order to fit each utility’s circumstances.

CIG/CMA disagrees with Enron’s proposal.  Just because something “can” be done does not mean that it “should” be done.  PG&E’s unbundled backbone transmission system reflects the unique nature of that system and the problems encountered on it.  Unbundling resulted from a series of negotiations in the Gas Accord which addressed a well-defined set of problems.  Before attempting to transport this “solution” to the SoCalGas system, any specific problems need to be identified.��1.�1.1   Transportation service (page 1) �(continued)

���California Generation Coalition supports a consistent volumetric rate design for transmission service.

Enron:  In addition to the position stated in the Proponents Position column, Enron disagrees with Edison that operational control of transmission should be relinquished to an independent party.  An "ISO" solution is expensive, difficult to create, erects an additional barrier between consumers and innovation, and frustrates competition by new market participants.

Kern River:  For reasons stated by Enron and El Paso/Mojave, Kern River supports unbundling SoCalGas’ backbone transmission service from local transmission/distribution.  In addition, all transportation services should be available to all potential shippers, not just to end users.

Long Beach supports further review of path-based rates for SoCalGas.

ORA agrees that the unbundling of and access to firm intrastate transmission capacity on the SoCalGas and SDG&E systems should be explored further by the Commission.  The Edison proposal to relinquish operational control to a third party will not create a more competitive transmission market but only result in higher gas transportation costs for customers.   

��2.�1.1.1   Products and services (for transportation) (page 1)

�The minimum duration of firm service contracts for PG&E is one-year term.  SoCalGas' minimum is currently two years.

�Edison:  The minimum firm contract duration should be standardized at one year.

�PG&E supports a minimum one-year term for PG&E’s standard firm transmission service contracts.  Under the Gas Accord, seasonal firm service and negotiated firm service may have minimum terms of less than one year.

SoCalGas responds that since a utility is providing a guarantee for firm service, which entails commitment of investment and O&M expenditures, the duration of a guarantee should be commensurate with the requisite investment cycle to meet that guarantee.  For example, the duration of firm service reservations on interstate pipelines is often 15 years.  This issue should be relegated to a separate proceeding that integrates the requisite investment requirements to provide firm service and the appropriate duration of that commitment.

SDG&E:  Firm gas service is provided through a combination of longer-term commitments and short-term market-based purchases of supply, storage and transportation.  The minimum duration of firm customer service contracts should reflect the minimum commitment period incurred by the utility for this service.  SDG&E already has long-term firm interstate transportation contracts for a portion of the total system core demand, and gas contracts for the utility supply portfolio are generally short-term in length.  The minimum period for SDG&E firm contract service, therefore, is a one-year term required to correspond with SDG&E’s annual firm storage commitment.

Southwest:  The minimum firm contract term should be determined by each utility on a utility case-by-case basis.

CIG/CMA agrees with Edison.

��3.�1.1.1.2   Local Transmission / distribution  �(Wholesale Rates) (page 6)�PG&E states that its minimum term for wholesale service (G-WSL) is one year, and that the wholesale rate is non-negotiable.  SoCalGas makes no such statements.

�Long Beach believes that a minimum one-year term is unnecessary.  Long Beach also believes that the wholesale rate should be negotiable.  Long Beach is aware of a SoCalGas discount for Southwest Gas, a SoCalGas wholesale customer.  Long Beach would expect similar treatment in similar circumstances.

�PG&E:  A minimum one-year term is needed to assure some revenue recovery for end-user service.  PG&E’s local transmission and distribution wholesale rates are based on the specific service requirements and costs of serving each wholesale customer.  The wholesale rate design is negotiable, but not the total rate level.  To make the rate level negotiable would inappropriately shift cost responsibility.  However, for backbone transmission service, wholesale customers (or their marketers) may use any of the available firm or as-available services, including negotiated services.

��4.�1.1.3.1   EAD contracts (page 14)�While all three utilities have the right to execute EAD contracts, only PG&E and SoCalGas have executed such contracts, and SDG&E has not.  �Enron contends that the EAD program is anti-competitive, and outmoded in the context of the regulatory framework being considered by the Commission.   Enron does not advocate elimination of existing EAD contracts, but no new EAD contracts should be authorized for any LDC and the program should be terminated.

�PG&E disagrees with Enron.  The EAD process should be retained, and applications for new contracts considered on a case-by-case basis.  PG&E has accepted the risk of cost recovery for its transmission system (including negotiated rates) for the Gas Accord period, but not necessarily for the period after 2002.  Eliminating the EAD process would place PG&E at a competitive disadvantage in securing or retaining customers that may require contracts which extend beyond the Gas Accord period.

SoCalGas responds that Enron’s contention that the EAD program is anti-competitive is unsupported by any evidence or Commission finding.  Since the EAD process provides a mechanism for LDCs to compete with interstate pipelines providing alternative service to utility customers, removal of the process would diminish competition for intrastate transmission, and potentially create additional stranded costs.  Enron suggests no evidence that the regulatory framework considered by the Commission makes the EAD process outmoded.  Moreover, it is hypocritical of Enron in this forum to advocate removal of one tool approved by the Commission to allow the utility to compete and in another proceeding to suggest “The Commission should encourage the utility to compete vigorously.”[p. 12, Joint Reply Comments of SCE, PG&E, SDG&E, IEP, CCC, NRG, and Enron Capital & Trade Resources Proposing Adoption of a Settlement Agreement Pursuant to Rule 51.1C, 7/27/98].  Furthermore, the EAD program applies to all utilities in the same way.  There is no inconsistency and consequently, this issue should not be addressed in this report.

SDG&E:  The flexibility of initiating EAD contracts in order to prevent uneconomic bypass of the utility intrastate transmission system and reduce the prospect of stranded costs should be retained.

Southwest:  Uneconomic bypass should not be encouraged.

CIG/CMA believes that the EAD contracts have provided value to both core and noncore ratepayers over the years.  The Commission also has determined that EAD contracts are necessary to allow the utilities to respond to competitive conditions.  EAD contracts have been evaluated on a case by case basis to ensure that concrete benefits are realized, and the utility is at risk for revenue shortfalls.  There is no reason to discontinue the EAD procedure.

��5.�1.1.3.3   Residual load tariffs (page 15)�SoCalGas has a residual load service (RLS) tariff.  PG&E and SDG&E do not have such a tariff.  

�Enron:  SoCalGas’ RLS tariff applies to customers who transfer a portion of their load to non-UDC gas suppliers.  The mechanism calculates additional charges to be collected from the customer to compensate for revenue lost by the shift in load.  Enron advocates the elimination of the RLS tariff because it is an anti-competitive regulation which acts as a punitive exit fee for customers who transfer load to other suppliers.  This tariff thus discourages partial economic bypass of the system to such a degree that no customers are actually served by the tariff, meaning that no customer can economically afford to use a portfolio of suppliers.  Such an anti-competitive tariff is not consistent with a competitive gas market of they type under consideration by the Commission.

Kern River urges the elimination of the RLS tariff because of the anti-competitive effect it has on the gas market in California.  The RLS tariff is essentially a punitive exit fee imposed on a customer engaging in partial bypass, and as such is a powerful incentive for customers to not take advantage of other gas supply choices available or potentially available in the market.  Such an anti-competitive tariff provision is inconsistent with the Commission's overall goal of relying on competition to a greater and greater degree to oversee the development and operation of the California gas market.

Edison:  The Commission should eliminate SoCalGas' residual load tariff since such a tariff should not be necessary in a competitive market.  

Long Beach recommends that SoCalGas' residual load tariff be eliminated.

El Paso and Mojave:  For the reasons advanced by Kern River and Enron, SoCalGas' RLS tariff should be terminated.

�PG&E has no position on this issue, as long as the Gas Accord is not modified.

SoCalGas responds that none of the respondents provide any evidence that supports the conclusion that the G-RLS tariff is anti-competitive or that the Commission should reverse its previous two decisions affirming the G-RLS tariff.  Kern’s allegation about the G-RLS being an exit fee is unsupported and contradicts the Commission finding.  Also, note for the record, Kern’s rate design for its transmission service is a long-term SFV contract, compared to SoCalGas all-volumetric default tariff.  In effect, Kern captures its exit fee up front.

California Generation Coalition supports elimination of the RLS tariff because of the anti-competitive effect it has on the gas transmission market in California.

CIG/CMA agrees that the residual load tariff should be eliminated.

Calpine agrees that RLS tariffs are anti-competitive and should be eliminated.



��6.�1.1.4   Balancing service (page 16)  (Also see 2.2 Imbalance management, page 35)�(continued on next page)�PG&E has a +/- 5% monthly balancing tolerance, while SDG&E and SoCalGas have a 10% variance.  Additionally, SoCalGas has specific winter balancing provisions.�Enron urges adoption of a uniform statewide balancing tolerance which reduces the cost of balancing services for all customers by reducing the amount of the allowable imbalance which the utility must accept and adapt to without seeking compensation from the customer causing the imbalance.  See also differing imbalance management techniques listed in under section 2.2.

Edison:  SoCalGas has an unnecessary daily balancing procedure; PG&E handles daily balancing through its OFOs and EFOs.  Balancing methods and procedures should be uniform statewide.  Penalties should designed to address recurring abuse, not to enhance gas utility opportunities to profit through hub services.  

Calpine supports uniform balancing rules.  Balancing should be managed separately to ensure no opportunity for abuse.  Balancing provisions should be reasonable, with costs and resources allocated to enable balancing services to match system needs.

Western Hub Properties:  The portions of the Comparative Matrix addressing the UDCs’ imbalance management rules and options disclose few if any significant differences in the balancing procedures of PG&E and SoCalGas.  The thrust of these matrix entries instead is to dramatize the fact that gas shippers are still afforded the benefit of substantial balancing flexibility with corresponding continued exposure of other UDC customers to the risk and burden of having to pick up the associated costs.  In WHP’s view, the Commission’s objective in addressing this problem should be to bring the time frame for balancing into as close an alignment as possible with the pricing intervals in today’s natural gas markets.  WHP urges the Commission, accordingly, to address this issue expeditiously and to assign to it the appropriate high priority in any rulings or orders addressing the format and content of the further Gas OIR proceedings.�PG&E’s balancing provisions were a result of the negotiations and settlement of the Gas Accord, which was approved by the Commission in D.97-08-055.  PG&E’s balancing service allows customers some imbalance flexibility without mandating daily balancing, and is operated completely independent of PG&E’s core procurement function.  Additionally, PG&E disagrees with Edison’s implication that PG&E’s market center (hub) profits from its balancing provisions.  PG&E’s Market Conditions Report testimony is this proceeding provides a complete description of PG&E’s balancing service and how it works in practice.  This service should be kept intact through 2002.  PG&E is not opposed to workshops and/or a generic proceeding to consider greater uniformity statewide in balancing services which could be implemented on the PG&E system no sooner than 2003. 

SoCalGas responds that balancing service tolerances/inconsistencies should be addressed as part of a comprehensive storage unbundling program.  SoCalGas supports statewide uniform daily balances (with daily tolerances) as one element of an unbundled storage program that also includes 1) a proper core reliability reservation and, 2) significant pricing and asset management flexibility.

SDG&E:  Without its own storage facilities, hub service, or significant amount of system pack available, SDG&E does not balance on its own gas transmission system.  Rather, balancing for SDG&E’s customers will conform to the rules applicable to SoCalGas.  The current 10% limitation provides SDG&E adequate flexibility to balance its customers’ deliveries and usage.

Southwest:  The imbalance tolerances should be reviewed on a utility’s case-by-case basis depending on the operational constraints of the upstream pipeline providers and the operational constraints of the utility.

AEP agrees that imbalance penalties should be designed to discourage abuse of the system; they should not serve to further the utilities' hub service profits.

CIG/CMA opposes efforts to further tighten balancing rules.  No demonstrable need exists to do so.  However, if balancing provisions are tightened, then load balancing costs imposed on noncore customers also must be reduced.  The recommendations of various competitors in this regard are an obvious attempt to make their services more marketable.

California Generation Coalition supports tightening a utility's balancing rules only if there is a convincing demonstration of an operational need for tightened rules.

ORA supports a reduction in balancing tolerance for SoCalGas and SDG&E from the current 10% level to the 5% level currently adopted for PG&E.  Ultimately, balancing should be fully unbundled.  Marketers and customers should be able to pay for the level of balancing required rather than through bundled rates.

��6.�1.1.4   Balancing service (page 16)  (Also see 2.2 Imbalance management, page 35)�(continued)��Houston Industries suggests that the current inconsistencies with regard to balancing tolerances should be eliminated.  For example, PG&E has a procedure to cash out imbalances in excess of 5%, while SoCalGas and SDG&E have a 10% variance.  In addition, the LDCs have inconsistent provisions with regard to operating terms and conditions, penalties and buy back rates.

���7.�1.1.6   Wholesale service (page 18)�PG&E treats wholesale core loads "the same as PG&E's retail core customers including, for example, nominating, scheduling and curtailment procedures,"  (1.1.6)  SoCalGas' "wholesale customers receive the same service as noncore customers except: . . . (2) priority of transmission service reflects existing retail service for their core loads."  (1.1.6)



�Long Beach does not understand SoCalGas' statement.  However, as discussed below with respect to storage, it appears that SoCalGas' service to its wholesale customers is inferior to PG&E's service.  Long Beach recommends that the Commission apply the PG&E standard to SoCalGas.

�PG&E is not clear what the inconsistency is and has no position on this issue, as long as the Gas Accord is not modified.

SoCalGas’ wholesale service tariff (Schedule GW-LB) states “If service to Customer’s Priority 1 and 2A customers is in jeopardy, such customers shall be served in parity with Utility’s Priority 1 and 2A customers as set forth in Rule No. 23.”  The PG&E wholesale transportation tariff (Schedule No. G-WSL) states “Service under this schedule for the core portion of the Customer’s load receives priority comparable to PG&E’s core load.  See Rule 14 for details.”  Core markets are defined by the CPUC for both PG&E and SoCalGas as Priority 1 and 2A.  Based upon this fact, one concludes that the wholesale tariffs for both utilities are consistent in this respect.  There does not to appear to be a “PG&E standard” in this instance. 

Wholesale transportation service is unbundled on both the PG&E and SoCalGas systems.  Conversely, the respective wholesale tariffs for both PG&E and SoCalGas also require service to core customers be maintained during curtailment episodes on par with utility retail core service.  Under unbundling, a wholesale customer is free to contract for services to ensure reliable service to its core customers.  And if the wholesale customer chooses to not contract for these services, they face either the financial risk of penalties for nonperformance during curtailment as spelled out in SoCalGas Rule No. 23 and PG&E Gas Rule No. 14, or they curtail service to their core markets.

SDG&E:  Core customers of SDG&E, as a wholesale customer, and SoCalGas are treated the same under current rules and transportation tariffs (as indicated by SoCalGas).  SDG&E also has the equivalent firm storage service for its core customers through SoCalGas’ tariff.

��8.�1.2   Storage service (page 18)�PG&E uses the type of open season required by the Gas Accord settlement to auction its unbundled storage service.  SoCalGas has distinct long term and one year storage service products, some of which are offered at tariffed rates and other at negotiated rates.  



�Enron advocates the creation of a uniform statewide storage program for LDCs with PG&E style open season allocation of capacity and an end to balancing account treatment for unrecovered storage costs and recovery through a transmission rate surcharge.  In addition, storage for core transport customers should be fully unbundled and contracted at the customer's option, not as an allocated portion of the LDCs' previous core storage reservation.

�PG&E does not believe that a uniform statewide storage program is appropriate.  (Note that PG&E held a one-time auction of its storage capacity at the start of the Gas Accord and is not required to hold an auction annually.)  Each storage field of each utility has its own physical characteristics which may dictate the types of storage products and services which are offered.  There may be certain aspects, such as core customer reliability needs (including storage requirements for Core Transport Agents) and open season procedures, which may benefit from consistency.  Under the Gas Accord, PG&E’s storage program and core aggregator (CTA) requirements are to be reviewed in 2001.  PG&E would not oppose workshops or a generic proceeding to consider such factors as long as the Gas Accord commitments are not modified.

SoCalGas has approximately 30 Bcf of unbundling storage capacity available through a variety of storage programs and has successfully marketed that capacity to noncore customers and shippers.  PG&E has only 5 Bcf of unbundled storage services available with approximately $5MM at risk.  Even though SoCalGas has an unbundled storage balancing account, more than $2MM of storage expansion revenues are at shareholder risk, which is comparable to PG&E.  SoCalGas supports further unbundled, at risk storage under the following conditions supported by the Strategic Planning Division:  (1) A proper core reliability assignment, (2) strict daily balancing, and (3) significant pricing and asset management flexibility.

SDG&E:  In order to unbundle storage for SDG&E’s core customers and still provide the service reliability required as supplier of last resort, core customers must first elect to receive firm storage on an annual basis and pay for this level of security.  While SDG&E may depend upon gas availability from SoCalGas’ system or storage facilities if other suppliers do not deliver core supply as required, the cost for non-utility failure will need to be prohibitively high to provide necessary economic incentives.

Kern River agrees with ending the noncore storage balancing account for SoCalGas and with full unbundling of storage for core transporters.  Both are consistent with greater customer choice and placing the utilities at risk when feasible.

ORA:  SoCalGas should be at-risk for recovery of its unbundled storage facilities similar to PG&E.  ORA recommends that the Commission consider divestiture of those storage facilities owned and operated by SoCalGas that are not required for core requirements.  ORA supports the unbundling of storage from core customers’ rates.

Western Hub Properties joins with Enron in urging an end to balancing account treatment for unrecovered storage costs.

��9.�1.2.1   Storage products and services (page 18)�SoCalGas has more inventory available to market than PG&E, so service options are not always comparable.  PG&E has no auction program.

�Edison:  The market for storage service should be more competitive if operational control is relinquished to an independent party with no financial stake in storage management.

�PG&E disagrees with Edison that storage would be more competitive if operated by an independent third party.  PG&E is and should be a competitive player in the storage market, and should be allowed to manage and market storage services within the competitive parameters approved by the CPUC, including assuring that sufficient storage is set aside to support core customer reliability.

SoCalGas responds that contrary to Edison’s contentions, storage is a competitive service with alternative service providers and a myriad of alternative services, not an exclusive monopoly service like electric transmission.

SDG&E:  The alternative to storage inventory for providing reliable supply delivery is pipeline capacity or balancing flexibility.  Unbundling these services should allow for economic choices among the alternatives at lower costs than could be provided by “independent” operational control of the storage facilities.

Calpine prefers divestiture to Edison’s suggestion.

Enron strongly disagrees with Edison that operational control of storage should be relinquished to an independent party.  As set forth in comments filed in this proceeding, Enron recommends that storage be completely unbundled to create tradable firm rights subject to an auction of those capacity rights.  An "ISO" solution is expensive, difficult to create, erects an additional barrier between consumers and innovation, and frustrates competition by new market participants.

ORA:  Edison’s recommendation to relinquish operational control to an independent third with no financial stake will do nothing to enhance competition.  The Commission should eliminate any (implicit) requirement for utilities to provide storage service or supply reliability for noncore customers.  ORA recommends that the Commission consider divestiture of those storage facilities owned and operated by SoCalGas’ not needed for its core requirements. 

��10.�1.2.3   Wholesale storage service (page 21)�PG&E "does not require wholesale customers to commit to storage in order for their core loads to be served at the same level of firmness as PG&E's core customers."  (1.2.3)  SoCalGas requires that its wholesale customers reserve storage for their core peak needs "to receive a higher level of transportation service for (their) core loads."  (1.2.3)

�Long Beach:  SoCalGas' statement is vague.  How much inventory, injection and withdrawal capacity are required?  Must the storage service be obtained from SoCalGas?  Must it be obtained by the wholesale customer, rather than by a marketer?  Long Beach recommends that PG&E's treatment be adopted for SoCalGas.

�PG&E has no position on this issue, as long as the Gas Accord is not modified.

SoCalGas:  See SoCalGas response to 1.1.6 above.

Kern River:  Wholesale customers should not be compelled to take storage service if they do not want or need it.  

Western Hub Properties observes that Long Beach has pinpointed an important issue in inquiring whether the storage service required by SoCalGas must be obtained from SoCalGas.  Tie-ins of this kind between ratepayer-supported services still subject to regulation and unbundled services now open to competition provide the UDC with an inappropriate and unfair advantage as to such competitive services and should be eliminated.

��11.�1.3   Market center services (page 21)�SDG&E does not offer market center services, while PG&E and SoCalGas do offer such services.  PG&E and SoCalGas offer such services using transmission, distribution and storage assets which are also used to serve core customers.  PG&E claims to operate its market center services independently of any core procurement activities, while SoCalGas indicates that its market center services are operated in conjunction with normal SoCalGas operations.  

�Enron strongly recommends that market center services be fully unbundled and operated completely independently from the remaining utility merchant function.  Moreover, there must be appropriate cost allocation of the resources and costs involved in providing such services to ensure that there is not cross subsidization of the services by other ratepayers.

Calpine recommends that market center services be fully unbundled with separate ownership.�PG&E’s market center has been mischaracterized in the alleged inconsistency column, and PG&E already meets the criteria suggested by Enron.  PG&E disagrees with Calpine’s comment that market center services should be fully unbundled with separate ownership or operation.  Parking and lending services are interruptible services that are provided using unutilized pipeline inventory and storage capacity, and cannot be owned or operated separately from PG&E’s transmission and storage services.  PG&E is and should be a competitive player in the market for parking, lending and other market center services.  The utility is best able to optimize the use of its assets to meet market needs and should be allowed to fully participate within the competitive parameters approved by the CPUC.  This is the most efficient market result.  Additionally, unbundling and cost allocation issues will be addressed in the unbundling filing required by D.98-08-030.

SoCalGas operates the California Energy Hub (CEH) in conjunction with normal gas acquisition activity (1.3.1).  Specifically, the CEH functions using assets assigned to, and gas purchased on behalf of, core customers.  To ensure that core assets are optimized, core procurement activities are closely coordinated with the CEH.  The CPUC has recognized the CEH’s special relationship with gas procurement activities by including net CEH revenues in the core procurement GCIM (4.5.3 and 4.7.1).  By including only net CEH revenues, there is no cost subsidization of the CEH by any customer class. 

Enron and Calpine provide no basis for separating the CEH from SoCalGas gas acquisition activities.  It appears Enron is attempting to undermine the success of the CEH, which is a direct competitor to market center services provided by Enron and its affiliates.

California Generation Coalition supports separation of market center services from core procurement activities.

CIG/CMA generally agrees with Enron.

Kern River:  If utility assets are used for market center services, the costs of the relevant facilities should be allocated to those services, and the utilities placed at risk for recovery of all such costs.

Western Hub Properties concurs with Enron and Calpine that market center services should be fully unbundled and operated independently of UDC merchant functions.  Avoidance of cross-subsidization of these functions is essential if new entrants into the market (here: independent suppliers of storage services) are to be afforded a reasonable opportunity to compete.

��12.�1.4.1   Secondary market (page 23)�Only PG&E has a secondary market for storage and transmission capacity.  �Enron strongly supports the creation of a secondary market for all of the services of each of the LDCs.

Calpine proposes creation of FERC-style secondary market with complete disclosure and information access for all unbundled services.

�PG&E supports a secondary transportation and storage capacity market which is able to operate with the fewest possible restrictions.  PG&E provides a posting board for those customers wanting to trade or assign their capacity rights.  Per the Gas Accord, PG&E continues to express its willingness to work with others to establish new or modify existing mechanisms that will encourage an even more active secondary market for transportation and storage capacity, provided customers are willing to pay any added costs.

SoCalGas responds that the creation of secondary markets is the result of unbundled services.  SoCalGas has unbundled storage services and therefore a secondary market exists.  SoCalGas does not have unbundled transmission services, so no secondary market exists.  Also, secondary markets require a rate design based on capacity reservation charges.  Most of SoCalGas’ customers appear to prefer volumetric rates.

Kern River supports creation of a secondary market for capacity rights on the SoCalGas and SDG&E systems, based on segregating backbone from local transmission and distribution.  See Section 1.1 above.

Western Hub Properties concurs with Enron and Calpine as to the need for creation of secondary markets as a means of assuring a deeper and more active competitive market.

��13.�1.6   Notice to cogenerators of UEG service elections (page 26)

�PG&E and SoCalGas have differing notice provisions (three and five days, respectively).�Enron believes that all nomination and contracting procedures should be as uniform as possible on a statewide basis.�PG&E supports consistency for these notice provisions, but recommends that they be eliminated once the combined gas and electric utilities have substantially divested their ownership of gas-fired power plants.

SoCalGas will propose to remove notice provisions from tariffs in upcoming BCAP, as agreed to in the CCC/Watson settlement.

AEP concurs that all notice, nomination and contracting procedures should be uniform statewide.

��14.�1.7   Contracting and credit requirements (page 26)�The LDCs offer some information about their credit standards, but generally indicate that the determination of satisfactory credit is subject to the LDCs' discretion.  �Enron believes that uniform statewide standards for credit are essential.  PG&E has offered specific investment grade credit ratings an acceptable standard for unsecured credit, and there should be uniform standards in this area.  

�PG&E believes its creditworthiness standards specified in Gas Rule 25 are appropriate.  However, PG&E is not opposed to a workshop to look at the specific differences in credit standards and determine if more consistency is desirable and cost effective.

SoCalGas believes that the credit analyses process is too complex to determine in advance exactly what factors will be considered in evaluating whether unsecured credit should be extended. SoCalGas responds that a minimum unsecured credit standards based on outside agency bond/credit ratings may not consider facts pertinent to the Utility's needs for assessing credit and may not be timely or available at all.  SoCalGas should be allowed to conduct whatever financial analyses are necessary for the situation.  SoCalGas recommends that the credit evaluation process remain flexible in order to allow consideration of whatever pertinent facts may be available.

Southwest:  Settlement in core aggregation established uniform credit rules for core aggregation.  Enron was a signatory to the settlement.  (D.95-07-048)

ORA supports uniform statewide standards to the extent that it is feasible.��15.�1.8   Reliability standards and investment criteria  (page 28)�PG&E’s service reliability criteria are different than those of SoCalGas and SDG&E.  These criteria are used for identifying necessary additions to local transmission and distribution facilities in order to provide reliable customer service.

�PG&E:  PG&E’s service reliability criteria should be similar to those for SoCalGas and SDG&E.  Currently PG&E’s criteria are more stringent, requiring a higher level of reliability.  This in turn requires more facility investments and results in higher rates.  (Note:  Several parties in PG&E’s GRC have requested that this issue be considered as part of the Gas Strategy OIR.)

�SoCalGas believes that service reliability criteria should be based on a cost/benefit analysis.  Because of different costs and possibly different customer preferences, uniform criteria would result in less than optimal results.  There should be consistency in the analytical process but not in the specific outcome.

SDG&E:  Service reliability criteria have been established and approved for each utility based upon individual system capabilities and load histories.  There is no need to force a consistency of planning criteria upon the utilities, which are responsible to the Commission for the effective operation of their own systems.  Further analysis is required before it can be determined whether consistent reliability criteria should be imposed.  Currently, SoCalGas and SDG&E have the same Core reliability criteria of 1:35 year recurrence interval.  This criteria is substantiated with sound documentation which shows that expected total costs and economic risk to both SDG&E and its customers are minimized at this level of reliability.  PG&E uses a 1:90 year recurrence interval which is much more stringent.

Enron agrees with PG&E that all utilities should have essentially the same reliability criteria.

ORA:  There should be a correlation between the level of reliability and what customers pay for service.  PG&E operates under rate cap regulation for its backbone transmission, local transmission and storage according to the Gas Accord.  For the duration of the Gas Accord, it would be inappropriate to modify the current reliability standard for PG&E to make it consistent with SoCalGas and SDG&E given the fact that rate caps have been developed for various unbundled services for the next five years.

��16.�2.1   Nominations and scheduling (page 30)�Both PG&E and SoCalGas have minor differences in the nomination and scheduling procedures, i.e., such matters as different times for second rounds of daily nominations.  

�Enron believes that the LDCs should conform their nomination procedures as much as possible to avoid inconsistencies.

Calpine recommends that nomination and scheduling provisions be standardized and fully consistent with GISB.

�PG&E is not convinced that there needs to be uniformity in nomination and contracting procedures.  However, PG&E is not opposed to workshops or a generic proceeding to review specific differences and see if statewide consistency makes sense.  Additionally, many of these procedures are defined by GISB which all the state’s gas utilities are moving to implement, where appropriate.

SoCalGas believes that uniform acceptance of GISB nomination standards as supported by FERC Orders should be adopted to promote efficiencies throughout California and the national grid.  SoCalGas has adopted these standards and is applying these to its non-scheduling process.

Edison agrees with Calpine's position.

��17.�2.1.1.1   Method of allocating firm intrastate capacity (“windowing”)  (page 33)�SoCalGas establishes receipt point capacity by allocating system demand pro rata across all receipt points on a daily basis, and relies on upstream pipelines to allocate that capacity to individual shippers.

PG&E establishes capacity at each receipt point based on the physical capacity at that point, and allocates that capacity based on customer nominations under firm and as-available contracts for the transportation path starting at that point.

�PG&E:  SoCalGas should determine the capacity at each and every receipt point on a physical stand-alone basis.  Additionally, SoCalGas should allocate access at each receipt point based on defined receipt-point specific contract rights of SoCalGas’ customers/shippers, and not based on system-wide pro rata allocation.  The firm transportation rights of core procurement entities should also be defined and established at each specific receipt point.  

�SoCalGas allocates the total system window to each receipt point based on the prior day’s actual flow through that point, with unused space available for intraday nominations.  SoCalGas’ windowing process is fair, nondiscriminatory and open through daily postings on GasSelect.  If the Commission is going to consider any system of intrastate gas transmission capacity rights and secondary market for Southern California, it should consider a system based on a receipt point allocation.

Southwest:  The determination of allocating firm intrastate capacity (windowing) should be made on a case-by-case basis.  The utility should be as flexible as possible based on the operational requirements of its system and the interstate and intrastate pipeline providers.

Edison agrees with PG&E that, where SoCalGas offers firm rights at a specific receipt point (at present, Wheeler Ridge is the only such receipt point known to Edison), SoCalGas should offer access based on the contract rights of the customer/shipper.  Moreover, Edison recommends that SoCalGas publish its windowing procedures in its tariff and post windows on its electronic bulletin board prior to final scheduling deadlines.

Enron agrees with PG&E that SoCalGas should determine capacity at every receipt point rather that on a system-wide basis.  A receipt point specific system is far more consistent and compatible with the type of unbundled firm intrastate transmission service implemented by PG&E and proposed on a statewide basis by Enron.

Kern River concurs with PG&E's position. 

��18.�2.2.4   Rules and options for correcting imbalances (page 37)�SoCalGas prohibits using as available storage withdrawals to offset delivery requirements during undernomination conditions.  PG&E apparently has no such restriction.  

�Enron believes that customers should be able to use all unbundled service components to meet their obligations and provide themselves with reliable service.

�PG&E believes that Enron’s issue is unique to SoCalGas’ balancing rules and does not apply to PG&E’s balancing provisions. (See 1.1.4 above for PG&E’s position on balancing.)

SoCalGas has winter minimum flowing supply requirements at 50%, 70% and 90% of burn depending on storage inventory levels.  As available storage can not be used to replace these minimum flow requirements.  While PG&E does not have an analogous procedure, SoCalGas understands that PG&E’s OFO obligations are very similar.

Calpine agrees with Enron. 

��19.�2.3   Priority of service, curtailments and diversion of supply (page 41)�PG&E and SoCalGas have different and differently structured priority systems in their tariff rules, with PG&E affirmatively providing an allocation of capacity in order of highest priority, and SoCalGas curtailing lower priorities first.  

�Enron:  Even if the effect of the rules is not dramatically different, these rules are a prime example of the complexity and potential customer confusion caused by different sets of rules.  Enron urges that consistent priority provisions be adopted by all LDCs.

Houston Industries:  There need to be clearly defined and uniform procedures among the LDCs with regard to such issues as curtailment, priorities of service, capacity allocations, receipt and delivery point constraints and diversion of supply.  Differing rules in these vital areas are frustrating to marketers and inimical to competition.  These areas also give rise to the potential for increases in market uncertainties.

�PG&E supports minimizing market uncertainty and confusion.  Priority rules are necessarily different because PG&E’s transmission and distribution services under the Gas Accord are different from those of SoCalGas.  PG&E’s priorities for its transmission service are based on firm and as-available contract rights.  If delivery to core customers is jeopardized, PG&E relies on EFO and diversion procedures, and the economic incentives supporting these mechanisms.  

SoCalGas responds that the differences in priority rules are justified by the differences between PG&E’s and SoCalGas’ transmission system designs.  A large portion of PG&E’s system is substantially similar to large interstate transmission systems that cross great distances using single transmission paths that can be clearly identified.  SoCalGas system is better characterized as a grid that does not allow customers to identify and flow their gas on single transmission paths.  SoCalGas’ curtailment system works for its system and its customers because if the system experiences capacity shortages, it is probable that the entire system will be in difficulty.  The utility, therefore, will not be able to protect single transmission paths from possible curtailment.

��20.�2.4   Application of GISB rules (page 43)�Whereas the LDCs may have adopted most GISB rules in their standard operating procedures, a review of their tariffs does not reflect this fact.  �Houston Industries:  It should be clear that the adoption of GISB rules are applicable to intrastate transmission service and to marketer/aggregator service to core customers.

Calpine proposes that GISB provisions be applied completely and consistently.

�PG&E:  The GISB standards were developed under FERC guidance for the interstate pipelines.  PG&E has voluntarily adopted and implemented most of the 200 or so standards.  Others are of minor importance and/or would create costs which PG&E does not believe are justified.  Inserting the specific text of the individual GISB standards into the utility tariffs is not necessary, and may need specific CPUC review and approval (similar to FERC’s review and approval process).

SoCalGas:  See SoCalGas response in Section 2.1 above.

Edison agrees with Calpine's position.

��21.�2.5.2   Operational rules for managing core aggregation load (page 45)�SoCalGas has rules requiring core aggregators to deliver 50% of the daily contract quantity on a daily basis from November 1 to March 1, while PG&E combines core aggregation load with core procurement load to develop more specific and timely determined gas usage forecasts to assist aggregators in matching supplies with predicted gas load.  

�Enron urges adoption of PG&E's more flexible and responsive procedures.  Similar rule differences exist in section 2.5.3.

�PG&E has no position on this issue, except to note that PG&E’s procedures were adopted as part of the Gas Accord and should not be modified.

SoCalGas is open to discuss the modification of the core aggregation load management rules as long as the operational differences between the PG&E and SoCalGas systems are taken into consideration.��22.�3.2.1   Minimum requirements for core aggregation  (page 56)

�PG&E has a lower minimum volume requirement for core aggregators, which was negotiated as part of the Gas Accord.�PG&E:  The core aggregation minimum volume requirement should be reduced or eliminated for all utilities since the program is now well established, and this limit may impede participation by aggregators or by customers.

�SoCalGas has supported the elimination of the core aggregation minimum requirement.

Enron agrees with PG&E that all minimum volume requirements for core aggregators should be eliminated, and in no event should one utility have higher minimum requirements than another.

ORA supports the elimination of the core aggregation minimum volume requirement.  

��23.�3.2.2   Credit requirements for core aggregators. (page 56)�SoCalGas and PG&E have differing security deposit requirements for aggregators billing for gas only as well as other criteria for determining creditworthiness.  �Enron believes these rules should be consistent in order to avoid unnecessary differences between LDC procedures and to reduce the cost of compliance for aggregators.



�PG&E:  Prior to the Gas Accord, a security deposit requirement of 120 days was consistent between utilities.  The Gas Accord shortened PG&E’s gas balancing process by 30 days, thereby reducing the credit risk relative to core aggregators (CTAs) down to 90 days.  PG&E supports credit requirements that are directly related to the credit risk underlying the potential monetary obligations of a customer.  These may be different among utilities.

SoCalGas’ current credit requirements have successfully protected customers from aggregator’s non-performance.  See SoCalGas response in Section 1.7 above.

ORA:  As with many other requirements, ORA supports consistency for credit requirements (and other core aggregation rules) among the utilities to the extent that it is feasible.  

��24.�3.2.3   Customer billing/payment options for core aggregators (page 60)

�This section shows that only San Diego Gas & Electric offers a consolidated UDC billing option for natural gas. 

PG&E offers this service only if the aggregator is offering electricity as well as gas to core customers.

�United Energy:  It is imperative that all utilities offer a consolidated utility billing option to aggregators of core customers.

Utility consolidated billing is mandated by the CPUC for electricity.

Eliminates the duplication of billing and collection costs.

Maximizes and facilitates gas procurement competition.

Eliminates core customer confusion by having the customer receive one bill which is from the utility.

�PG&E:  As noted, PG&E already offers consolidated UDC billing for aggregators providing both gas and electricity to a customer.  PG&E can also support consolidated UDC billing for a gas-only core aggregator (CTA), provided that there is a reasonable amount of time to make billing system changes and that those added change costs are recoverable from customers.

SoCalGas is interested in offering this service provided that it is allowed to recover the cost of related billing system modifications.

Enron agrees with United Energy that all utilities should offer consolidated UDC billing options.  Enron also believes that the consolidated ESP and dual billing options should also be available, just as in the electric market.

ORA supports a consolidated utility billing option.

��25.�3.2.5   Interstate transmission for core aggregators (page 63)

�SoCalGas requires that aggregators accept a pro rata allocation of capacity, while PG&E allows aggregators to accept some or all of the offered pro rata share of capacity (with the exception of PG&E held ANG and NOVA capacity which has special provisions).  

�Enron strongly supports PG&E's version of the rules as more flexible less destructive of aggregation customers' choices in the marketplace.

�PG&E has no position on this issue, as long as the Gas Accord is not modified.

SoCalGas requirement provides aggregators with exactly the same options as core procurement.  PG&E’s core procurement is at a disadvantage compared to aggregators.

Southwest:  Any change in the Commission’s policy to mitigate potential stranded capacity secured for core customers by assigning such capacity costs to core transporters will necessitate development of appropriate recovery mechanisms reflecting the individual utility’s circumstances.

ORA:  The issue of core interstate unbundling for SoCalGas is more controversial than for PG&E and SDG&E due to stranded cost issues.  The issue is being addressed in a separate proceeding A.97-12-048.  

��26.�3.2.8   Enrollment and switching procedures for core aggregators (page 66)�A review of the Matrix indicates several inconsistencies among the LDCs with regard to customers who want to take advantage of core aggregation opportunities.  �Houston Industries:  There clearly needs to be statewide consistency in this area.  As noted by the Commission, a fundamental goal of restructuring the gas industry is to enhance the opportunities for core customers to take advantage of competition in the gas market.  In order to attract marketers into these market segments, it is critical to have uniform rules for enrolling and switching customers, as well as other processes related to customer interaction.

�PG&E agrees that the enrollment and switching processes for gas core aggregators (CTAs) should be consistent among utilities, as well as with the electric processes.  PG&E should have consistent enrollment and switching processes for both gas and electric customers.

SoCalGas supports the adoption of uniform enrollment procedures.  We are unaware of any significant differences in enrollment procedures among the utilities and believe that any differences that exist can be easily rectified.

Enron agrees with Houston Industries that there should be consistency in enrollment and switching procedures between LDCs and between the gas and electricity markets.

ORA supports consistency of enrollment and switching procedures among gas utilities to the extent that it is feasible.  

��27.�3.3.1   Rules and eligibility for core subscription (page 68)�PG&E provides core subscription service to noncore end-use customers for a one-year minimum term, while SoCalGas and SDG&E have two year minimum terms for the service.  

A program has been implemented on the PG&E system which will phase-out core subscription service on March 1, 2001.   SoCalGas and SDG&E have no programs to phase-out core subscription service. 

�ORA:  Modify the term of core subscription service for both SoCalGas and SDG&E from the current two year term to a one-year term.  

Consider a phase-out of the SoCalGas and SDG&E core subscription programs similar to the phase-out of PG&E’s core subscription program. 

�PG&E has no position on this issue, as long as the Gas Accord is not modified.

SoCalGas responds that since a utility is providing a guarantee for firm service, which entails commitment of investment and O&M expenditures, the duration of a guarantee should be commensurate with the requisite investment cycle to meet that guarantee.  For example, the duration of firm service reservations on interstate pipelines is often 15 years.  This issue should be relegated to a separate proceeding that integrates the requisite investment requirements to provide firm service and the appropriate duration of that commitment.

Enron agrees that core subscription service should be phased out.

��28.�4.1.1   Rate summary – Transportation service (page 72)�PG&E's rates for backbone and local transmission are set based on embedded cost.  (See 1.1.1.1; 1.1.1.2).  SoCalGas' rates for equivalent service are set based on LRMC.

�Edison:  Either method is acceptable as long as costs are allocated to customers based on cost incurrence principles.  

Long Beach recommends that SoCalGas' rate for backbone and local transmission for wholesale service be set based on embedded cost.

�PG&E:  Under the Gas Accord, PG&E gas transmission costs are allocated using embedded costs, and this method should not be modified prior to January 1, 2003.

SoCalGas supports the retention of the existing LRMC methodology.  The Commission adopted LRMC based rates after extensive investigation.  Long Beach does not present evidence as to why different cost allocation methodologies are inconsistent with the CPUC’s restructuring objectives.  Even with PG&E’s backbone system based on embedded costs, other transportation rates are based on LRMC methodologies.

CIG/CMA agrees with Edison.

��29.�4.1.2   Balancing, tracking and memorandum account summary (page 72)

�SoCalGas has many more balancing accounts than PG&E.  �Edison:  Most of the balancing accounts should not be necessary when the market is more competitive and should be eliminated at the earliest practical date.

�PG&E maintains balancing accounts as authorized by the Commission and has eliminated those that are not needed under its Gas Accord structure.  Inconsistencies among utilities in the types and number of balancing accounts are due to many historical factors, and trying to achieve consistency appears to serve no significant purpose.  The need for each account should be addressed individually.

SoCalGas:  The Commission has established Balancing accounts only when necessary.  These accounts have been established based on logic and sound reasoning.  Elimination should follow the same policy.

Southwest:  The necessity of balancing and memorandum account treatment should be evaluated for each utility in the appropriate proceeding on a case-by-case basis.

Enron agrees with Edison that unnecessary balancing accounts should not be retained, and no single utility should have a substantial amount of balancing account revenue protection which is not available to other utilities, thus SoCalGas should terminate balancing accounts which are not available to similarly situated UDCs.

ORA agrees that as the market becomes more competitive balancing account protection should be eliminated at the earliest practical date and recommends that the Commission continuously review the need for various balancing accounts in the appropriate PBR and BCAP proceedings.  

Western Hub Properties agrees with Edison that balancing accounts are out of place in the competitive market setting and should be eliminated as expeditiously as possible in order to place the UDCs at risk as to their competitive functions and services.

��30.�4.2.1.2   At risk vs. balancing account cost recovery (page 78)�PG&E assumes cost recovery risk for intrastate transmission and unbundled storage services, while SoCalGas still receives full or substantial balancing account treatment for such costs.  See also section 4.4.3 Treatment of storage revenues.  SoCalGas has no risk for Hub services, while PG&E shareholders bear the risk of market center services  See section 4.5.3 Treatment of market center revenues.  

�Enron:  These types of widely disparate rate treatments can lead to very different incentives for LDC participation in the market and for cooperation with gas marketers.  Enron supports reducing balancing account treatment and placing LDCs at risk for cost recovery in a manner similar to that adopted in the PG&E Gas Accord.  (Enron notes that PG&E ratepayers provide balancing account protection for distribution assets used to provide market center services). 

�PG&E has no position on this issue, as long as the Gas Accord is not modified.  (PG&E notes that its distribution assets are not used to provide market center services, and PG&E assets used to provide these services are not balancing account protected.)

SoCalGas:  Similar to PG&E, SoCalGas has no balancing account treatment for California Energy Hub (CEH) services, and no base revenues are allocated to these services.  In contrast to Enron’s claim, the CEH presents several risks and the opportunity for reward to SoCalGas shareholders.  The CEH must recoup all incremental operating and administrative costs associated with its business before CEH services contribute to the GCIM (4.7.1).  Also, shareholder ability to share in benefits under the GCIM was impacted by the inclusion of CEH net revenues in the GCIM due to the simultaneous implementation of a lower tolerance band.  In effect, CEH net revenue are shared 50/50 with ratepayers whereas PG&E keeps all Hub revenues for its  shareholders.

Southwest:  This determination should be evaluated for each utility on a case-by-case basis.  Each utility has a unique situation in the market and thus may require a unique approach to revenue recovery and/or incentive mechanisms.

CIG/CMA generally agrees, but this is more of a policy issue rather than a matter of tariff consistency.

El Paso and Mojave note that PG&E does not assume cost recovery risk for intrastate transmission capacity reserved for core customers.  PG&E is assured recovery of these costs through 1) the terms of its CPIM and 2) Section III.C.4.a. of the Gas Accord Settlement Agreement, which provides "PG&E's core procurement department's cost of intrastate backbone and local transmission service for the core will receive 100 percent balancing account treatment for the costs incurred, either through the Core Fixed Cost Account (CFCA) or the Purchased Gas Account (PGA)."

Kern River:  SoCalGas should be fully at risk for properly allocated costs of backbone transmission, local transmission/distribution (at least for noncore customers), noncore storage and hub services.

ORA supports reducing balancing account treatment and placing LDCs at risk for cost recovery similar to those methods adopted in the PG&E Gas Accord.

Western Hub Properties, as noted elsewhere, favors the elimination of balancing accounts relating to competitive UDC services and the placing of UDCs at risk for recovery of the associated costs, as already called for under the PG&E Gas Accord.

��31.�4.2.1.4   Public purpose program cost recovery (page 81)

�PG&E charges low income energy efficiency combustion appliance safety testing costs to operations and maintenance, and not to the public purpose programs.  SDG&E charges these costs to public purpose programs.

�PG&E:  Treat PG&E like SDG&E.  This program is incremental to PG&E’s routine gas safety service, and is targeted as a public purpose effort for low income households.  Therefore, these costs are more appropriately included with those for public purpose programs.  No costs would be shifted to wholesale customers.

�ORA:  There is no evidence that PG&E’s program is incremental to routine gas safety service.��32.�4.2.2.1   LRMC methodologies  (page 82)�The utilities have differences in their marginal cost methodologies, including replacement cost adders and peak day design criteria. �PG&E and SDG&E use the NCO method to calculate customer hook-up costs, while SoCalGas uses the rental method.�PG&E:  The same marginal cost methodology should be used by all the utilities.  PG&E prefers a methodology which uses the new-customer-only method (NCO), no replacement cost adder, and a peak day design criteria similar to SoCalGas.  (Also see Section 1.8 above on design criteria.)

Edison:  LRMC should be implemented consistently statewide.

TURN:  SoCalGas should switch from the rental method to the NCO method in its next BCAP.

�SoCalGas supports the LRMC methodology as adopted in the statewide LRMC proceeding (e.g., rental method instead of NCO for estimating customer-related marginal costs, rejection of replacement cost adder).  The inconsistencies are the result of parties relitigating adopted statewide LRMC methodology in individual BCAPs.  The only way to achieve consistency is to adopt a policy that cost allocation can only be changed in a statewide proceeding.

SDG&E:  The costing methodology adopted for each utility should be consistent with that utilities design criteria and not forced to a standard California methodology.

CIG/CMA opposes the use of the new customer only (NCO) method.  In the last SoCalGas BCAP, the Commission found that TURN’s NCO methodology is inconsistent with the Global Settlement.  This issue should be addressed at the policy level, not as a tariff issue.

Edison:  All utilities should use methodologies that adhere to marginal cost principles.  Thus, methodologies such as NCO, which depart from marginal cost principles and result in cross-subsidies, should be replaced with more appropriate methodologies, like the rental method.

ORA:  LRMC methodologies should continue to be reviewed for each utility in the appropriate cost allocation proceeding.  If consistency regarding LRMC issues is considered in this proceeding, ORA supports employing the methodologies adopted in the last two PG&E BCAPs which adopted the new customer method (NCO) and the replacement cost adder.

��33.�4.2.2.3   Core averaging  (page 83)�The level of core deaveraging is different for each utility. �PG&E:  The Commission should establish a target date for full core deaveraging by all utilities.

�SoCalGas:  Core averaging represents a subsidy from core commercial/industrial customers to residential customers.  Such subsidies should be removed as soon as possible.

SDG&E:  Core deaveraging should be adopted by the Commission with a utility specific implementation plan to be proposed by each utility.

ORA:  The appropriate level of core deaveraging should continue to be reviewed on a case-by-case basis for each utility in the appropriate cost allocation proceeding.  The Commission should not adopt a schedule for deaveraging which fails to consider other impacts and possible rate increases.  For example, ORA evaluated the rate impacts of PG&E’s GRC request in conjunction with its review of PG&E’s core deaveraging proposal in its last BCAP.   

��34.�4.2.2.5   Cost allocation to competitive and non-competitive services  (page 83)

�The utilities appear to have different cost allocation approaches and list different services.�Western Hub Properties:  The UDC statements in this portion of the matrix are largely repetitive of other matrix responses and do not directly address this cost allocation topic.  The UDCs should set forth here the cost allocation principles bearing on allocation of costs between competitive and non-competitive UDC functions they believe should be applied in the cost and rate separation applications they have now been ordered to file.  (D. 98-08-030)

�PG&E:  As noted by Western Hub Properties, unbundling and cost allocation issues will be addressed in the unbundling filing required by D.98-08-030.  It is premature to require the utilities to set forth cost allocation principles prior to that filing.

SoCalGas believes that it is premature to provide cost allocation principles prior to the filings required in D.98-08-030.��35.�4.2.3   Rate Design (for Distribution)  (page 83)

�The utilities have different rate designs for distribution service. SoCalGas’ tier differential is out of line with those of PG&E and SDG&E, but this result cannot be seen in tariff rates.  SoCalGas calculates the tier differential by excluding customer charge revenues from the first tier rate.

�Houston Industries:  The LDCs should definitely utilize consistent rate design for their transmission services.  It would also be desirable, although not mandatory, to have consistent rate design for distribution services.

TURN:  SoCalGas’ incorrect calculations have hidden the tier differential inconsistency.  SoCalGas should calculate the tier differential as directed in D.97-04-082, pp. 117-118, to reflect the actual differential of 3.9%.  The SoCalGas tier differential should be brought into line with those of PG&E and SDG&E in its next BCAP.

�PG&E agrees with Houston Industries that it would be desirable, although not mandatory, to have consistent rate designs.  Regarding TURN’s position on the residential tier differential, PG&E believes that the tier differential should be calculated on a “simple” basis (i.e., Tier 2 rate/Tier 1 rate, excluding the customer charge) rather than on a “composite” basis because the “simple” basis reflects the incremental cost to the customer. 

SoCalGas strongly urges the Commission to implement fundamental residential rate reform in this proceeding.  Currently, SoCalGas has a hugely inflated tailblock (tier 2) rate.  This results from the combination of an artificially low customer charge and strongly inverted volumetric rates.  To compare residential rates in California with other states, SoCalGas has reviewed residential rate schedules of gas utilities outside of California.  With respect to volumetric rate structure, the survey reveals that of the 311 gas utilities outside of California, 170 have simple flat volumetric rates, 138 have declining block rates, and only three have inverted rates.  Of these three, two have only minor tier differentials; the third one has a tier 1 block of only 10 therms, which is a very small proportion of total residential volume.  Clearly, California is far out of line with the rest of the country with respect to residential rate design.

Southwest:  This determination should be evaluated for each utility in the appropriate proceeding on a case-by-case basis.  SWG agrees with ORA that rate design for local distribution services should reflect the individual circumstances for each utility.

ORA:  The appropriate distribution rate design for each utility should be reviewed on a case-by-case basis in the appropriate proceeding.  Consistent rate design across utilities for developing customers’ rates is not imperative in all instances. 

��36.�4.2.3.1   Segmentation  (page 84)�SoCalGas’ commercial/industrial noncore rates are segmented by usage and pressure.  PG&E and SDG&E have pressure segmentation, but not usage segmentation for their noncore customer rates.

�PG&E:  All utilities should have the option to segment their noncore gas rates as appropriate to reflect cost of service differences.

�SoCalGas supports that gas rates should be segmented as appropriate to reflect cost of service differences between segments within a rate class.

SDG&E:  All utilities should have the option to segment their core and their noncore rates to reflect appropriate cost of service differences.

Southwest:  Each utility should have the opportunity to segment their customers to meet the needs of their customer base and its cost of service differences.

Kern River:  Segregating rate classes by pressure is appropriate, but SoCalGas’ usage-based rate differences should be abolished.  Usage is a poor indicator of cost of service.  

ORA supports appropriate segmentation of rates which should be evaluated in the appropriate cost allocation proceeding for each utility.

��37.�4.2.3.1   Segmentation  (page 84)�PG&E’s tariff allows distribution service level customers to qualify for transmission service level rates if they have an average historical use through a single meter of greater than 3 million therms per year for the previous three years and greater than 2.5 million therms in the most recent 12 month period.  SoCalGas and SDG&E tariffs contain no comparable provision.  

�CCC:  A single electricity generation rate class should be established for each gas utility, and all gas-fired electricity generators should be included in the class regardless of type, ownership or classification.  The utilities should employ one consistent rate design for their electricity generation rate classes.  If the electricity generation rate classes are segmented according to whether a generator takes service at distribution or transmission level, the rate design should allow distribution service level generators to qualify for transmission service level rates if the generators meet specified minimum use requirements.

�PG&E believes that any single electric generation class should be segmented at a minimum by service level (i.e., pipeline delivery pressure) in order to reduce substantial intra-class subsidies between transmission-level customers and distribution-level customers, and to provide more accurate price signals for future generation investments.

SDG&E:  Rates should be differentiated by cost of service differences which include criteria such as size, service pressures, load profiles and prioritization.  Establishing a single tariff for generation customers that also reflects the above cost differentiation represents a reasonable customer grouping.

California Generation Coalition:  Any single electric generation rate class should include cogeneration volumes only to the extent of the cogeneration gas allowance so as to be in compliance with Public Utilities Code Section 454.4.

ORA:  The electric generation class rates should be cost based considering factors such as whether service is provided at the transmission or distribution level (or whether special facilities are required to serve the customer).  Further analysis is required prior to moving to a single uniform electric generation class which could include current UEG customers, cogeneration customers, municipal generators and new merchant generators.  A new, equitable standard needs to be developed which assures that only that portion of gas requirements that produces electricity qualifies for service in this class and new efficiency standards should also be considered.

��38.�4.2.4   Customer Charges (page 85) and �5.2.9   Service Establishment Charge (page 108)

�PG&E and SDG&E do not have a residential gas customer charge, and SoCalGas and Southwest do.  PG&E does not have a service establishment charge, and SoCalGas, SDG&E, and Southwest do.�PG&E:  Each utility should have the option to implement a residential customer charge and service establishment charge.�SoCalGas strongly supports that the customer charge should recover all customer-related costs.

Southwest:  The rate design for local distribution services, including customer and service establishment charges, should be evaluated for each utility in the appropriate proceeding on a case-by-case basis. 

ORA:  Each utility and intervening parties should have the opportunity to propose or eliminate customer charges in their respective cost allocation proceedings, and the level of customer charges should be established in these proceedings.  In general, there is no compelling reason for precisely the same approach to customer charges and rate design among gas utilities. 

TURN:  Each utility should have the option to “propose,” not “implement,” a residential customer charge and service establishment charge.  TURN is not giving up on this issue.

��39.�4.2.5   Gas Rates to Electric Generators (page 85)�(continued on next page)�San Diego Gas & Electric Company (“SDG&E”) and Pacific Gas & Electric Company (“PG&E”) have separate rate classes for UEG and cogeneration customers.  SDG&E uses a rate design consisting of a large demand charge and three volumetric charges.  

Pursuant to Advice No. 2709, Southern California Gas Company (“SoCalGas”) will have a single Electric Generation (“EG”) rate class that includes all gas-fired electricity generators, including UEGs and cogenerators.

�CCC:  In the emerging competitive electricity generation market, all generators should receive the same default service from the regulated gas utilities so as not to create undue competitive advantages for one class of generators over another.  A single electricity generation rate class should be established for each gas utility, and all gas-fired electricity generators should be included in the class regardless of type, ownership or classification.  The utilities should employ one consistent rate design for their electricity generation rate classes. 

Houston Industries:  Given the recent significant changes in ownership of many of the state’s electric generating facilities, it should be a goal of the Working Group to move towards uniform statewide rates and rate design for electric generators.  The development and implementation of the California Power Exchange and Independent System Operator have emphasized that we have a statewide, rather than a service-territory-based electric market.  Since natural gas rates are a fundamental element in the pricing of electricity, it is critical to have uniformity in rates and rate design on a statewide basis.

Calpine proposes that each LDC create rates to reflect its actual cost of serving each type and size of generator so that different generators do not subsidize other generators.  A “single” or “uniform” rate �PG&E believes that any single electric generation class should be segmented at a minimum by service level (i.e., pipeline delivery pressure) in order to reduce substantial intra-class subsidies between transmission-level customers and distribution-level customers, and to provide more accurate price signals for the distributed electric generation industry.  PG&E agrees with Calpine that the top priority is to have rates that are cost based and segmented to minimize subsidies between different generators. 

SoCalGas agrees with CCC’s position on the SoCalGas system.  Regarding Houston Industries’ position, there is no evidence to suggest that the Commission should have each utility charge rates based on their respective costs to serve for some market segments and use another means of setting rates for another market segment.  Houston Industries’ comment also ignores the fact that even if all CPUC regulated utilities had a uniform rate, not all CPUC-regulated transmission service would continue to reflect FERC rate design.

SDG&E:  Having all utilities rates be the same is not reasonable and should not be adopted.  Having all utilities rates for a given class of customer being designed using similar rate structures may be able to be achieved and meet a criteria of being reasonably aligned with cost causation.  The Commission should not adopt a one size fits all rate, but, instead should adopt a criteria that all utilities should have rates based on their own costs.  The adoption of a single tariff for electric generation at each utility is reasonable.

Southwest:  Each utility should have the opportunity to have separate rate classes consistent with each utility’s unique customer base.

AEP agrees that rates for cogenerators and other electric generators should be based on uniform statewide standards and uniform default rates, with equal opportunities for all to negotiate individual rates in response to similar competitive and other Commission-approved circumstances.

California Generation Coalition:  Any single electric generation rate class should include cogeneration volumes only to the extent of the cogeneration gas allowance so as to be in compliance with Public Utilities Code Section 454.4.��39.�4.2.5   Gas Rates to Electric Generators (page 85)�(continued)��charged to generators, each of which imposes different costs on the LDC system, serves to subsidize the higher cost customer.

�Edison:  The cornerstone of rates to electric generators, and rates to all customers, should be the cost to serve.

Houston Industries' prior comment stating the need for 'uniform statewide rates and rate design for electric generators' refers to default rates.  Utilities should be permitted to negotiate and establish a different rate for an electric generator based on individual competitive factors related to the location, size, and operations of the electric generator's facility(ies).  Thus, electric generators with similar competitive factors should have similar rates.

Kern River:  Rates for generators should reflect only differences in costs of service, if any, as reflected by the types of facilities from which and the pressures at which such customers are served.  There should be no other distinctions among types of electric generators for rate purposes.  Kern River concurs with CGC that there should be a uniform rate design consistent with the volumetric rate design used by SoCalGas.

ORA:  The electric generation class rates should be cost based considering factors such as whether service is provided at the transmission or distribution level (or whether special facilities are required to serve the customer).  Further analysis is required prior to moving to a single uniform electric generation class which could include current UEG customers, cogeneration customers, municipal generators and new merchant generators.  A new, equitable standard needs to be developed which assures that only that portion of gas requirements that produces electricity qualifies for service in this class and new efficiency standards should also be considered.

��40.�4.2.5   Gas Rates to Electric Generators (page 85)�It is not clear how SDG&E will treat divested UEG plants in its service territory.  PG&E includes all generators (except cogenerators), including divested UEG plants, in its UEG class.  SoCalGas includes all generators, including divested UEG plants (and cogenerators), in its EG class.

�CCC:  A single electricity generation rate class should be established for each gas utility, and all gas-fired electricity generators should be included in the class regardless of type, ownership or classification.  The utilities should employ one consistent rate design for their electricity generation rate classes .  Thus, any divested UEG plant within a gas utility’s service territory would be included in this single electricity generation rate class, along with any remaining UEG plants, cogenerators, municipal utility plants and all other electricity generation facilities that use natural gas to produce electricity.

�PG&E is not opposed to creating a single rate class containing all electric generators, as long as the rates are cost-based and the class is sufficiently segmented to minimize intra-class subsidies between generators who are not similarly situated.  See PG&E’s comments in Section 4.2.5 above.

SDG&E:  Having all utilities rates be the same is not reasonable and should not be adopted. Having all utilities rates for a given class of customer being designed using similar rate structures may be able to be achieved and meet a criteria of being reasonably aligned with cost causation.  The Commission should not adopt a one size fits all rate, but, instead should adopt a criteria that all utilities should have rates based on their own costs.  The adoption of a single tariff for electric generation at each utility is reasonable.

AEP agrees that rates for cogenerators and other electric generators should be based on uniform statewide standards and uniform default rates, with equal opportunities for all to negotiate individual rates in response to similar competitive and other Commission-approved circumstances.

Houston Industries' prior comment stating the need for 'uniform statewide rates and rate design for electric generators' refers to default rates.  Utilities should be permitted to negotiate and establish a different rate for an electric generator based on individual competitive factors related to the location, size, and operations of the electric generator's facility(ies).  Thus, electric generators with similar competitive factors should have similar rates.��41.�4.2.5.1   Gas rates to EGs/ UEG rate design (page 86)

�SoCalGas serves all major transmission-level electric generation customers under the same tariff; PG&E has excluded the Alta Power Generation facility (formerly Cool Water Generating Station) from its electric generation tariff.  

�Edison:  Alta should not be excluded.  �PG&E:  Pursuant to D.98-06-073 (PG&E’s 1998 BCAP decision), only PG&E utility electric generation, PG&E-divested electric generation, and transmission-level municipal generation plants are eligible for Schedule G-EG during the term of the 1998 BCAP (which began on September 1, 1998).  Remaining electric generation customers take service on either Schedules G-COG or the otherwise applicable rate schedule (for example, G-NT).  The creation of a single electric generation class, with cost-based rate schedules reflecting differences in pipeline delivery pressure and marginal demand measures, would resolve this issue.

AEP agrees that rates for cogenerators and other electric generators should be based on uniform statewide standards and uniform default rates, with equal opportunities for all to negotiate individual rates in response to similar competitive and other Commission-approved circumstances.

Houston Industries' prior comment stating the need for 'uniform statewide rates and rate design for electric generators' refers to default rates.  Utilities should be permitted to negotiate and establish a different rate for an electric generator based on individual competitive factors related to the location, size, and operations of the electric generator's facility(ies).  Thus, electric generators with similar competitive factors should have similar rates.

��42.�4.2.5.1   UEG rate design (page 86)�(continued on next page)�SDG&E and PG&E currently have a two-part rate for their UEG customers, but PG&E soon will switch to an all-volumetric rate.  SoCalGas has an all-volumetric rate for its electricity generator customers.

�CCC:  A single electricity generation rate class should be established for each gas utility that includes all gas-fired electricity generators regardless of type, ownership or classification.  A single consistent rate design should be established and used for each utility’s single electricity generation rate class.

Calpine proposes that generators be able to negotiate a rate design appropriate to their individual circumstances, and not be constrained by a one-size fits all approach.

California Generation Coalition:  Throughout this proceeding, the CGC has urged that the Commission adopt a uniform rate design for default rates charged by the utilities for gas transmission service to electric generators.  The SDG&E rate design for rates charged to electric generators should be revised so as to be consistent with the volumetric rate design used by SoCalGas and to be used by PG&E upon implementation of D.98-06-073 (the last PG&E BCAP decision).

�PG&E is not opposed to CCC’s proposal to create a single electric generation rate class as long as the rates are cost-based and the class is sufficiently segmented to minimize intra-class subsidies between generators who are not similarly situated.  PG&E is not opposed to Calpine’s proposal to negotiate rate designs provided 1) there is flexibility to negotiate rate designs that make good business sense for both the utility and the generator, and 2) the electric generator’s load can be forecasted with a reasonable degree of accuracy, which may be difficult until more of a historical record is available following the Electric Industry Restructuring. 

SoCalGas is required under the terms of its Global Settlement to provide noncore transportation service under an all volumetric rate.  No evidence has been presented that suggests that CPUC-regulated utilities should adopt a uniform rate design or structure.  In particular, any CPUC decision should also include a review of rates and rate designs of non-CPUC regulated transportation providers.

SDG&E:  Having all utilities rates be the same is not reasonable and should not be adopted. Having all utilities rates for a given class of customer being designed using similar rate structures may be able to be achieved and meet a criteria of being reasonably aligned with cost causation. The Commission should not adopt a one size fits all rate, but, instead should adopt a criteria that all utilities should have rates based on their own costs. The adoption of a single tariff for electric generation at each utility is  reasonable.

AEP agrees that rates for cogenerators and other electric generators should be based on uniform statewide standards and uniform default rates, with equal opportunities for all to negotiate individual rates in response to similar competitive and other Commission-approved ��42.�4.2.5.1   UEG rate design (page 86)�(continued)���circumstances.

California Generation Coalition:  Any single electric generation rate class should include cogeneration volumes only to the extent of the cogeneration gas allowance so as to be in compliance with Public Utilities Code Section 454.4.

Houston Industries' prior comment stating the need for 'uniform statewide rates and rate design for electric generators' refers to default rates.  Utilities should be permitted to negotiate and establish a different rate for an electric generator based on individual competitive factors related to the location, size, and operations of the electric generator's facility(ies).  Thus, electric generators with similar competitive factors should have similar rates.

ORA:  The electric generation class rates should be cost based considering factors such as whether service is provided at the transmission or distribution level (or whether special facilities are required to serve the customer).��43.�4.2.5.2   Treatment of cogenerator rate parity/single EG rate class (page 86)�For purposes of determining cogenerator rate parity, PG&E backbone rates are calculated on a lagged actual basis.  SoCalGas and SDG&E rates are established in BCAPs on a forecast basis.  SoCalGas rates are currently adjusted periodically to reflect discounted contracts between SoCalGas and its UEG customers, but Advice No. 2709 would eliminate the collateral discount rule that requires such adjustments.

�CCC:  A single electricity generation rate class should be established for each gas utility, and all gas-fired electricity generators should be included in the class regardless of type, ownership or classification.  The utilities should employ one consistent rate design for their electricity generation rate classes .  Establishment of a single electricity generation rate class that meets this description would be consistent with the cogenerator rate parity requirement.

Calpine proposes setting cogenerator transport rates on all-volumetric forecast basis so that rates are known and projects can better manage risk.

�PG&E:  In response to Calpine’s comment, cogeneration end-users currently pay an all-volumetric rate for local transmission and distribution service, and pursuant to D.98-06-073 (PG&E’s 1998 BCAP decision), all generators will pay all-volumetric rates for this service on a forecast basis beginning November 1, 1998.  (Also see PG&E’s response under 4.2.5 above regarding CCC’s comment.)

SoCalGas agrees with CCC.

AEP agrees that rates for cogenerators and other electric generators should be based on uniform statewide standards and uniform default rates, with equal opportunities for all to negotiate individual rates in response to similar competitive and other Commission-approved circumstances.

Houston Industries' prior comment stating the need for 'uniform statewide rates and rate design for electric generators' refers to default rates.  Utilities should be permitted to negotiate and establish a different rate for an electric generator based on individual competitive factors related to the location, size, and operations of the electric generator's facility(ies).  Thus, electric generators with similar competitive factors should have similar rates.

ORA:  The electric generation class rates should be cost based considering factors such as whether service is provided at the transmission or distribution level (or whether special facilities are required to serve the customer).  Further analysis is required prior to moving to a single uniform electric generation class which could include current UEG customers, cogeneration customers, municipal generators and new merchant generators.  A new, equitable standard needs to be developed which assures that only that portion of gas requirements that produces electricity qualifies for service in this class and new efficiency standards should also be considered.

��44.�4.2.5.2   Treatment of cogenerator rate parity/single electric generation rate class (page 86)�Electric utility generation customers are exempt from paying the CPUC fee; cogenerators are not.  In developing cogeneration rates which provide rate parity, PG&E and SoCalGas handle the CPUC fee differently.  PG&E equalizes cogeneration and electric generation rates after including the CPUC fee that cogeneration customers pay.  SoCalGas equalizes rates before including the CPUC fee that cogeneration customers pay.  The PG&E method results in electric generation customers subsidizing the CPUC fee that cogenerators are responsible for (i.e. paying a portion of that fee in the equalized rate).

�PG&E:  The SoCalGas approach should be applied to PG&E since it eliminates any potential for subsidy of the cogenerators’ CPUC fee by the electric generation class, as well as an inconsistency that could affect the competitiveness of the statewide electric generation market.  �PG&E:  Based on discussions with some SWCWG parties, PG&E now proposes that all electric generators be made exempt from the CPUC fee.  This will create consistent treatment for all electric generators, including cogenerators, and provide a uniform method for applying the CPUC fee among all gas utilities.  This is also consistent with the divestiture of generation by electric utilities.  PG&E is authorized to state that CCC supports this proposal.

��45.�4.2.5.3   Cogenerator eligibility for rate parity, e.g. micro-cogenerators (page 87)

�The Alleged Inconsistency is not the utilities current practice of adhering to PUC Sec. 454.4, but the lack of information from them regarding what they charge if 454.4 were repealed.  The failure to address that point is the inconsistency.�Coast Intelligen:  The cogeneration rate parity as specified in PUC Sec. 454.4 may be repealed.  The issue is what gas rates would be developed to replace it.  A uniform electric rate may be acceptable if a microcogenerator utilizing natural gas under such rates would pay roughly equivalent rates to those currently used under cogeneration rate parity.  

�PG&E believes that any single electric generation class should be segmented at a minimum by service level (i.e. pipeline delivery pressure) in order to reduce substantial intra-class subsidies between transmission-level customers and distribution-level customers, and to provide more accurate price signals for future generation investment.

SDG&E:  Rates should be based on cost to serve, not entitlements.

ORA:  The electric generation class rates should be cost based considering factors such as whether service is provided at the transmission or distribution level (or whether special facilities are required to serve the customer).  Further analysis is required prior to moving to a single uniform electric generation class which would include micro-cogenerators.  A new, equitable standard needs to be developed which assures that only that portion of gas requirements that produces electricity qualifies for service in this class and new efficiency standards should also be considered.

��46.�4.2.6   Wholesale service (page 88)�PG&E describes the derivation of its "customer access charge."  SoCalGas provides no detail. 

�Long Beach:  According to PG&E, its default wholesale rate design is a two-part rate.  Long Beach understands that SoCalGas' wholesale rate design is a straight volumetric rate.  Long Beach proposes to retain the default volumetric rate treatment for SoCalGas.

�PG&E is not opposed to the default rate design for wholesale customers being different among the state’s gas utilities. 

��47.�4.3.1   Rate design  (for transmission service) (page 88)

�PG&E customers can elect SFV or MFV rates.�Edison:  SoCalGas customers should be afforded the same option.

�PG&E has no position on this issue, as long as the Gas Accord is not modified.

SoCalGas:  As long as SoCalGas has all-volumetric rates, this issue is not applicable to SoCalGas.

Southwest:  Any policy developed should not invariantly disadvantage any wholesale or retail customer group.

ORA recommends that the MFV and SFV rate design issue be addressed in the next cost allocation proceeding or in conjunction with any proceeding initiated by the Commission which may direct SoCalGas to unbundle its intrastate transmission facilitates.  

��48.�4.4.3   Treatment of storage revenues (page 89)�PG&E’s unbundled storage program is provided at shareholder risk during the Gas Accord period.  In contrast, SoCalGas’ shareholders are subject to a vastly more circumscribed risk.

�Western Hub Properties strongly believes that this difference is significant and that it should be eradicated by increasing the risk borne by SoCalGas’ shareholders to a level commensurate with that already borne by PG&E’s shareholders.  That action by the Commission would significantly reduce the opportunities for intermixing of core and non-core costs and revenues and the related risk of cross-subsidization of either class.

�PG&E has no position on this issue, as long as the Gas Accord is not modified.

SoCalGas does not object to putting its unbundled storage at-risk under the following conditions supported by the Strategic Planning Division:  (1) A proper core reliability assignment, (2) strict daily balancing, and (3) significant pricing and asset management flexibility.

Calpine believes costs allocated to ratepayers should be reduced when facilities are used to provide services whose revenues go directly to shareholders (e.g., market-center services).

Enron agrees with Western Hub Properties that SoCalGas should not have less risk that PG&E with regard to unbundled storage.  SoCalGas' balancing account treatment of unbundled storage should be ended.

Long Beach supports the elimination of balancing account treatment for SoCalGas' storage costs.  Alternatively, Long Beach supports the auction of SoCalGas' storage capacity at a market price.

ORA:  SoCalGas should be at-risk for recovery of its unbundled storage facilities, similar to PG&E.  The Commission should eliminate any (implicit) requirement for utilities to provide storage service or supply reliability for noncore customers.  ORA recommends that the Commission consider divestiture of those storage facilities owned and operated by SoCalGas that are not needed to serve its core requirements.

��49.�4.7.1   Procurement incentive mechanism (page 91)

�SoCalGas and PG&E have different formulas for applying incentives to procurement revenues.  �Enron:  Incentive mechanisms are critical in terms of their effect on LDC management goals and objectives, and the formulas should not be different to any greater degree than necessary.

El Paso and Mojave:  The Commission should review the terms of the gas utilities' procurement incentive mechanisms to determine if they provide economic advantages/incentives that are inconsistent with level-field competition and essentially equal opportunity for all providers seeking to supply core market commodity demands.

�PG&E’s core gas procurement incentive mechanism (CPIM) was adopted as part of the Gas Accord and should not be modified.  Differences in pipeline capacity holdings, market access and other circumstances necessitate differences in incentive mechanisms among the utilities.

SoCalGas’ GCIM and PG&E’s CPIM are very similar in overall structure, design and incentives.  The differences have evolved over time and reflect different circumstances.  These differences include gas purchase locations as dictated by LDC interconnections to interstate pipelines and the capacity rights assigned to their customers on these pipelines, customer storage rights, the CPUC’s view on the need to include a daily component in the benchmark, and the expected volatility in purchased gas volumes.  Given these differences, it is highly unlikely that one procurement incentive mechanism would be appropriate for optimizing all LDC gas purchases.

SDG&E:  The gas procurement incentive mechanisms were designed and, specifically in the case of SDG&E’s recently approved Gas Procurement PBR extension, supported by settlement agreement among the parties most interested in competitive gas service for San Diego’s gas customers.  Each utility has “negotiated” with Commission staff and parties to receive approval for a market-based mechanism that fits their particular risks and situation.  A rigid mechanism set for all utilities could restrict innovation and provide inappropriate incentives counter to Commission objectives.

Edison agrees with El Paso and Mojave's position.

ORA:  The procurement incentive mechanisms are designed using appropriate benchmark indices for each utility (e.g. PG&E uses Canadian indices while SoCalGas does not).  The incentive formulas are generally consistent among the three utilities and do not disadvantage other providers.     

��50.�4.7.2   Brokerage costs and fee (page 92)�PG&E has relatively higher brokerage fees than SoCalGas, leading to disparities in competitors' ability to service customers in the differing LDC service territories.  

�Enron:  Uniform brokerage fees would facilitate statewide marketing by new entrants.

�PG&E’s core brokerage fee was negotiated as part of the Gas Accord Settlement.  A uniform fee would not appropriately reflect the cost differences between utilities.

SoCalGas’ brokerage fees of 0.266¢/therm for noncore and 0.201¢/therm for core are cost based brokerage fees litigated as part of its 1993 and 1996 BCAPs respectfully.  These brokerage fee costs have been so scrutinized, that by CPUC decision SoCalGas is not required to conduct any further brokerage fee studies.  PG&E’s slightly higher brokerage fees of 0.386¢/therm for noncore and 0.24¢/therm for core are not cost based but were negotiated as part of the Gas Accord Settlement.

Southwest:  Each utility has unique customer and cost characteristics that may lead to differing costs for providing brokering services. 

ORA:  The brokerage costs and fees should be cost based, which may lead to some differences among the three utilities.  PG&E’s current brokerage fee was negotiated as part of the Gas Accord settlement, while the SoCalGas and SDG&E brokerage fees were adopted by the Commission in the last BCAPs.

��51.�4.12   Fuel, line loss and shrinkage (page 96)�On the PG&E system, fuel, line loss and shrinkage are recovered in kind from customers on the transmission and distribution systems.  However, SoCalGas recovers these costs in its transportation rates, while SDG&E and Southwest recover them in gas costs. 

�Houston Industries:  There should be uniformity among the LDCs, preferably through adoption of the PG&E methodology.

�PG&E’s fuel, line loss and shrinkage methodology is part of the Gas Accord and the unbundling of its transmission service, and should not be modified.  PG&E has no position on what method should be used by the other utilities.

Enron agrees with Houston Industries that all UDCs should recover such costs through in kind recovery as is done by PG&E.

��52.�5.1.1   Billing and collection (page 96)�Only SoCalGas itemizes the CARE surcharge on customer bills as a separate line item.  

�TURN:  SoCalGas should stop listing the CARE surcharge as a separate line item on customer bills.  Listing the CARE surcharge is contrary to the policy adopted for the electric industry and allows SoCalGas to target these costs for elimination.  (D.97-08-056, pp. 43, 52; D.95-12-063, modified by D.96-01-009, p. 166).  Further, consistent standards for information included on gas bills should be adopted.

�PG&E has no position on this issue, as long as the Gas Accord is not modified. 

SoCalGas supports the customers’ right to know how much they are required to contribute to a program.  The Commission recently rejected TURN’s proposal in D.97-04-082.

CIG/CMA opposes TURN’s position.  One major difference between this and the policy adopted for the electric industry is that most of the elements making up the public policy surcharge on the electric side will expire by March 31, 2002, leaving CARE and low income energy efficiency components more visible.

��53.�5.1.6   Coding for special status customers (page 103)�There are differences among utilities for coding for special status customers.�TURN and Weil support uniform designations and coding practices for gas utilities, and upgrading of utility practices in order to ensure that account codes are accurate and current.  If the Commission agrees, details might be resolved at informal workshops.

�PG&E is not opposed to workshops and/or a generic proceeding to consider greater uniformity statewide, if such uniformity would provide demonstrated value to the utilities and their customers.

SoCalGas does not see what the value of this issue is to customers.  There is no demonstration that codes are either inaccurate or not current.  Customer value is not clear.  There would be added computer expense to make consistent.

��54.�5.2.2   Collections (page 104)�There are differences among utilities for collection processes.�TURN and Weil support uniform collections practices, especially deadlines that trigger imposition of interest charges, timing of delinquency notices, and criteria for payment arrangement offerings.

�PG&E is not opposed to workshops and/or a generic proceeding to consider greater uniformity statewide, if such uniformity would provide demonstrated value to the utilities and their customers.

SoCalGas currently does not have a late payment charge.  If one were adopted for SoCalGas, it would be reasonable to have similar deadlines.

ORA is concerned that uniformity of rules for collection practices among gas utilities may result in differences in these practices for combined gas and electric utilities.  In other words, assuming that such rules are currently uniform for gas and electric customers of PG&E and SDG&E, then creating consistent rules among gas utilities may result in different rules for gas vs. electric customers of combined utilities.  This may result in customer confusion and other adverse customer impacts

��55.�5.2.4   Notices (page 105)

�There are differences among utilities in providing customer notices.  For example, prior to discontinuation of service for nonpayment, PG&E makes phone calls, SDG&E visits the premises, and Southwest does both.

�TURN and Weil support uniform timing of notices, especially delinquency and shutoff notices, for all utilities.

�PG&E is not opposed to workshops and/or a generic proceeding to consider greater uniformity statewide, if such uniformity would provide demonstrated value to the utilities and their customers.

ORA is concerned that uniformity of rules for notices among gas utilities may result in differences in these practices for combined gas and electric utilities.  In other words, assuming that such rules are currently uniform for gas and electric customers of PG&E and SDG&E, then creating consistent rules among gas utilities may result in different rules for gas vs. electric customers of combined utilities.  This may result in customer confusion and other adverse customer impacts

��56.�5.2.10   Discontinuance of service (page 109)�There are differences among utility practices for discontinuation of service.�TURN and Weil support uniform practices for discontinuation of service, especially regarding timing of notices, reasonable attempts to reach the customer pursuant to Public Utilities Code Sections 779 and 779.1, and field service employee attempts to contact the customer during the shutoff visit.�PG&E is not opposed to workshops and/or a generic proceeding to consider greater uniformity statewide, if such uniformity would provide demonstrated value to the utilities and their customers.

ORA is concerned that uniformity of rules for discontinuation of service among gas utilities may result in differences in these practices for combined gas and electric utilities.  In other words, assuming that such rules are currently uniform for gas and electric customers of PG&E and SDG&E, then creating consistent rules among gas utilities may result in different rules for gas vs. electric customers of combined utilities.  This may result in customer confusion and other adverse customer impacts
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