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POST-INTERIM SETTLEMENT AGREEMENT
Pursuant to Rule 51 of the Rules of Practice and Procedure of the California Public Utilities Commission (“Commission”), the undersigned parties (the “Settlement Parties”) hereby submit this Settlement Agreement in settlement of issues regarding the rates and services of Southern California Gas Company (“SoCalGas”).

This Settlement Agreement builds upon, and is consistent with, the “Interim Settlement Enhancing and Enabling Competitive Markets on the SoCalGas System” (“Interim Settlement”) filed in the captioned proceeding on December 27, 1999.  The Interim Settlement was signed by the following parties:  AMOCO Energy Trading Corporation, Burlington Resources, California Cogeneration Council, California Industrial Group, California Manufacturers Association, Chevron Corporation, City of Burbank, City of Glendale, City of Pasadena, Conoco Inc., Coral Energy Resources, L.P., Dynergy, Imperial Irrigation District, Indicated Producers, Los Angeles Department of Water and Power, Occidental Energy Marketing Incorporated, Pacific Gas and Electric Company, Reliant Energy Power Generation, San Diego Gas and Electric Company, Southern California Gas Company, Southern California Generation Coalition, Southern California Utility Power Pool, Southern Energy California, Southwest Gas Company, Texaco, Inc., and Williams Energy Services.  The Interim Settlement (without appendices) is appended hereto as Attachment A and is incorporated by reference in its entirety (with appendices) into this Settlement Agreement.

The Settlement Agreement also builds upon and is consistent with the “Joint Recommendation of SoCalGas, ORA, TURN, CIG/CMA, SDG&E, Chevron, and Texaco” filed in the 1999 SoCalGas Biennial Cost Allocation Proceeding (“BCAP”), A.92-10-012.  The Joint Recommendation is appended hereto as Attachment B and incorporated by reference into this Settlement Agreement.

I. Interim Settlement

The Settlement Parties agree that all provisions of the Interim Settlement should be implemented without modification in accordance with the terms of the Interim Settlement.  The Interim Settlement eliminates SoCalGas’ current “windowing” process, which limits the flexibility of shippers on its system to change their nominations for gas deliveries between various receipt points on the SoCalGas system.  The Interim Settlement establishes Hector Road as a formal receipt point on SoCalGas’ system for which nominations may be made.  The Interim Settlement also provides the mechanism that will trigger additional investment by SoCalGas to increase its capacity to receive gas at the Wheeler Ridge Receipt Point if specified criteria are met.  The Interim Settlement also provides for a forum for further changes in Operational Flow Order (“OFO”) procedures during the term of the Interim Settlement if the frequency of OFOs exceed the stated threshold.

The Interim Settlement provides for the establishment of pools of transportation gas on the  SoCalGas system, which is intended to increase the liquidity of trading of gas supplies in southern California.

The Interim Settlement also make changes in the transportation balancing rules on SoCalGas system while retaining the current 10% monthly imbalance tolerance for transportation customers.  The Interim Settlement explicitly subjects SoCalGas’ Gas Acquisition Department to the same balancing rules and penalties as all of the shippers on the SoCalGas system, except that the current winter balancing rules that apply special flowing supply requirements to core gas suppliers, including SoCalGas gas acquisition function and Core Aggregation Transportation (“CAT”) marketers, will be retained.

SoCalGas’ Gas Acquisition department will no longer buy or sell imbalances that transportation customers incur outside of their applicable tolerance levels.  Under the Interim Settlement, imbalances will remain the property of the transportation customer, and the customer will be subject to modified imbalance charges intended to substantially deter imbalances outside allowed tolerances.  Current rules that limit the trading of imbalances will be liberalized by the Interim Settlement.

The Interim Settlement provides express language to be included in SoCalGas’ tariffs giving unbundled storage customers the right to assign and reassign their storage contracts in the secondary market (including for terms less than the full contract terms).  SoCalGas will establish a voluntary Electronic Bulletin Board (“EBB”) for secondary trading and storage contracts on SoCalGas system.

Under the Interim Settlement, the storage capacity required for minimum core reliability purposes remains bundled in core transportation rates.  However, the storage capacity allocated by the Commission in SoCalGas’ 1999 BCAP, A.98-10-012 which exceeds the capacity required for core minimum reliability will be unbundled from core transportation rates.  SoCalGas’ Gas Acquisition Department will be assigned a proportionate share of the cost of storage other than for core reliability, which SoCalGas will recover through the Purchased Gas Adjustment (“PGA”) core sub-account.  CAT marketers will have the option to accept or decline an assignment of a proportionate share of storage allocated to the core market which exceeds that required for core minimum reliability.  This provides CAT marketers with a margin which they can share with their customers.

The Interim Settlement provides for SoCalGas’ recovery of all implementation costs actually incurred by SoCalGas to implement the provisions of the Interim Settlement in a capitalized amount not to exceed $3.5 million.

The Interim Settlement would become effective on the first day of the second month following the month in which Interim Settlement is approved.  Thus, if the Interim Settlement were approved by the Commission on April 15, it would become effective on June 1.  The Interim Settlement will remain in effect until at least December 31, 2002, but its provisions will remain in place thereafter and unless the Commission orders to the contrary.

The Interim Settlement also provides that by approving the Interim Settlement, the Commission would agree not to require SoCalGas to implement prior to January 1, 2003 any regulatory provisions that are inconsistent with the terms of the Interim Settlement, including but not limited to, the establishment of a system of firm, tradable rights in SoCalGas intrastate transmission capacity and/or receipt point capacity that would necessitate or create the likelihood of either rate design changes or cost shifts between customer classes; the unbundling of the cost of SoCalGas intrastate transmission system; the institution of full-time daily balancing for transportation service; or any further bundling of storage costs.

The Interim Settlement does not prohibit the Commission from implementing prior to January 1, 2003, regulatory changes that are not inconsistent with Interim Settlement.  Regulatory changes that would not be inconsistent with the Interim Settlement and could be implemented prior to January 1, 2003, include the unbundling of interstate pipeline capacity for SoCalGas core transportation customers.

II. Term

This Settlement Agreement, consistent with the Interim Settlement, shall become effective on the first day of the second month following the month in which this Settlement Agreement is approved.  This Settlement Agreement shall remain in effect until September 1, 2006, unless otherwise provided in this Agreement.  See sections 3.3, 5.1, 5.3, 5.4.1, and 6.

III. Transmission

3.1 Unbundling and Rate Design.  No intrastate “backbone” transmission unbundling shall occur for the term of the Settlement Agreement, i.e., until September 1, 2006, and no demand charges shall be imposed for the term of the Settlement Agreement, except as provided in section 3.2 below.

3.2 Peaking Rate.  If the Commission allows SoCalGas to institute a demand charge as part of a peaking tariff which is implemented to replace SoCalGas’ current Residual Load Service (“RLS”) tariff, such a charge shall apply only to partial bypass customers to the extent to which they are subject to the peaking tariff.

3.3 Noncore Revenue Risk.  The provisions of the Joint Recommendation shall apply for the term of the 1999 BCAP, i.e., until January 1, 2003.  Accordingly, for the term of the Joint Recommendation, 75/25 (ratepayer/shareholder) balancing account treatment shall apply until January 1, 2003 for noncore revenues, including existing EAD contracts and future contracts as specified in the Joint Recommendation.

IV. Interstate Transition Cost Surcharge (“ITCS”)

4.1 Core ITCS Contribution.  The core’s “10% ITCS contribution” to covering ITCS costs shall be eliminated entirely on January 1, 2002.

4.2 Marketing Flexibility.  In accordance with FERC Order No. 637, Docket No. RM 98-10-00, Reg-Preamble, FERCSR ( 31, 091 at 31, 270, et seq. (Feb. 25, 2000), there shall no longer be rate ceilings for short-term capacity release transactions by SoCalGas, giving SoCalGas the opportunity to derive additional revenue through the release of interstate pipeline capacity.

4.2.1 Risk Sharing.  ITCS costs shall be shared 75/25 between noncore ratepayers and SoCalGas, beginning January 1, 2002.

4.3 CAT Capacity.  The interstate pipeline capacity associated with service to CAT customers shall be unbundled, effective on the effective date of this Settlement Agreement.

4.3.1 Transport/Sales Allocation.  Any stranded costs that may result from unbundling interstate pipeline capacity for CAT customers shall be allocated 50/50 between core transportation and core sales customers.

4.3.2 C/I/Residential Allocation.  The portion of stranded costs that results from CAT unbundling that is allocated for recovery through core sales shall be allocated between commercial and industrial customers and residential customers in proportion to their participation in the CAT program, as redetermined annually.

V. Storage

5.1 Unbundling.  No additional storage unbundling shall occur for the term of the 1999 BCAP, except as provided in the Interim Settlement.

5.2 Montebello.  Costs associated with the Montebello storage field shall be removed from rates effective September 16, 1999, as permitted by Decision (“D”) 99-09-068.

5.3 Core Storage Reservation.  The core storage reservation proposed in the Joint Recommendation (70 bcf inventory; 327 MMcf/d injection; 1935 MMcfd withdrawal) shall remain in effect for the term of the 1999 BCAP.

5.4 Risk Sharing.
5.4.1 BCAP.  The Joint Recommendation provisions for 50/50 balancing account treatment for unbundled storage revenues, with the at-risk unbundled storage revenues being set at $21 million, shall continue in effect, consistent with the Joint Recommendation, for the term of the 1999 BCAP.

5.4.2 Post-1999 BCAP.  Noncore Storage Balancing Account (“NSBA”) treatment for unbundled storage revenues shall cease effective January 1, 2003 for the term of the Settlement Agreement.

5.4.3 Marketing Flexibility.  Consistent with the Joint Recommendation, SoCalGas shall have pricing flexibility for all storage products, provided that the reservation charge shall be no higher than 120% of the ceiling reservation charge currently specified in SoCalGas’ G-TBS tariff.  Effective January 1, 2003, and extending for the remaining term of the Settlement Agreement, SoCalGas shall have pricing flexibility for storage products,  provided the reservation charge shall be no higher than the ceiling reservation charge currently specified in the G-TBS tariff.

VI. Storage Balancing

6.1 Unbundling.  No storage balancing capacity shall be unbundled from SoCalGas transportation rates for the term of the 1999 BCAP.  The issue of whether there should be unbundling of balancing capacity thereafter shall be subject to reconsideration in the next BCAP to become effective January 1, 2003.

6.2 Storage Balancing Reservation.  The 1999 BCAP storage balancing reservation (355 MMcfd injection, 250 MMcfd withdrawal, 5.3 bcf inventory) shall remain in place for the term of the 1999 BCAP.  The level of the core reservation shall be subject to reconsideration in the next SoCalGas BCAP.

VII. Next SoCalGas BCAP Application

In order to permit the timely consideration of issues in the next SoCalGas BCAP, SoCalGas shall file its next BCAP application no later than July 1, 2001, i.e., 18 months before the proposed effective date, January 1, 2003.

VIII. Implementation Costs

SoCalGas shall be permitted to recover the capitalized costs associated with developing and implementing enhanced computer systems needed for implementation of the provisions of the Interim Settlement.  SoCalGas shall be allowed to book such costs to an account, which provided that the cost associated with development and implementation that is booked to the account shall not exceed $3.5 million.

IX. Integration

This Settlement Agreement, together with the Interim Settlement and Joint Recommendation which are incorporated herein by reference, is a consolidated settlement insofar as the adoption of any one provision is conditioned expressly upon the adoption of all other provisions.

The signatories to the Settlement Agreement intend that the Settlement Agreement shall be treated as an entire package and not as a collection of separate agreements on discreet issues.  Parties bargained for specific provisions on some issues in exchange for concessions on other issues.  Accordingly, the signatories to this Settlement Agreement urge the Commission to approve it without modification.  If any of the proposals made in this Settlement Agreement is found to be unacceptable to the Commission or the Commission cannot otherwise adopt this Settlement Agreement in its totality, the balance and nature of this Settlement Agreement will be breached.  Any material modification to the Settlement Agreement required by the Commission as a condition of its approval shall render the Settlement Agreement null and void, unless the modification is agreed to by all signatories.

X. Reservations

If not accepted by the Commission, the terms of this Settlement Agreement shall not be admissible in evidence unless agreed to by all signatories.  Nothing contained herein shall be deemed to constitute an admission or an acceptance of any fact, principle, or position contained herein by any party.

XI. Execution

For the purpose of expediting the filing of this Settlement Agreement, counsel for The Utility Reform Network (“TURN”) has been authorized by each of the parties to this Settlement Agreement to sign the Settlement Agreement on its behalf.

Agreed to by the undersigned parties on the date indicated below:

THE UTILITY REFORM NETWORK

By:_______________________________
                     Marcel Hawiger
AGLET CONSUMER ALLIANCE

By:________________________________
                     James Weil, Director

CITY OF BURBANK

By:________________________________
                     Terry Stevenson

CITY OF GLENDALE

By:________________________________
                     Steven G. Lins

CITY OF PASADENA

By:________________________________
                     Eric Klinkner

IMPERIAL IRRIGATION DISTRICT

By:________________________________
                     Norman A. Pedersen

LOS ANGELES DEPARTMENT OF WATER AND POWER

By:________________________________
                     Robert L. Pettinato

RELIANT ENERGY POWER GENERATION

By:________________________________
                  Gary Hinners

SOUTHERN CALIFORNIA GENERATION COALITION

By:________________________________
                  Norman A. Pedersen

SOUTHERN CALIFORNIA UTILITY POWER POOL

By:________________________________
                  Norman A. Pedersen

WILLIAMS ENERGY SERVICES

By:________________________________
                  Roger T. Pelote

April 3, 2000
                    Date

CERTIFICATE OF SERVICE

I hereby certify that I have this day served a copy of the JOINT MOTION FOR APPROVAL OF POST-INTERIM SETTLEMENT AGREEMENT on the service list for I.99-07-003 by mailing a properly addressed copy by first-class mail with postage prepaid to each party.

Executed on April 3, 2000, at _______________, California.







______________________________
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