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PREPARED DIRECT TESTIMONY

OF RODGER R. SCHWECKE

A.
WITNESS QUALIFICATIONS

My name is Rodger R. Schwecke.  I am employed by the Southern California Gas Company as the Senior Pipeline Products Manager.  My business address is 555 West Fifth Street, Los Angeles, California, 90013-1011.  

I am currently responsible for the development, marketing and administration of pipeline capacity products designed to provide SDG&E/SoCalGas customers access to upstream pipelines, California instate gas production and the corresponding natural gas supplies.  I am responsible for brokering of SoCalGas interstate pipeline capacity in excess of core needs, policies and procedures for scheduling and nominations on the SDG&E/SoCalGas systems, daily operation and enhancements to SoCalGas Electronic Bulletin Board (EBB), and negotiating and managing all aspects of SDG&E/SoCalGas’ interconnect and operational balancing agreements with upstream pipelines delivering natural gas into our utility distribution system.  I am also responsible for primary contact and negotiations with new pipeline or LNG suppliers as it relates to facility studies, development of interconnections and take-away capacity facility enhancements.

I have been employed by Southern California Gas Company and its affiliates since June 1983 in numerous positions, including General Manager/Vice President – Bangor Gas Company, Vice President Marketing ‑ Frontier Energy, Business Development Manager, Project Manager, Account Executive Supervisor, Market Planner Analyst, and Energy Systems Engineer.  I assumed my current position in June 2001.  During my employment I have been responsible for various aspects of utility development and operations, sales and marketing, regulatory matters, and customer relations.  I graduated in 1983 from California State University, Long Beach, with a Bachelor of Science in Chemical Engineering.  

I have previously testified before the California Public Utilities Commission, State of Maine Utilities Commission, and the North Carolina Utilities Commission.  
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PURPOSE OF TESTIMONY

The purpose of my testimony is as follows:

· To sponsor a set of exemplary tariff schedules implementing SDG&E/SoCalGas’ firm access rights and off-system delivery proposals in this Application;

· To describe current allocation of receipt point capacities;

· To address implementation issues; and  
· To propose an implementation schedule and identify implementation costs.  
C.
EXEMPLARY TARIFFS

In this Application, SDG&E and SoCalGas are including exemplary tariffs which include new tariffs and wording changes to existing tariffs required for implementing their proposals.  SDG&E and SoCalGas request that the Commission adopt their proposals and the exemplary tariff schedules as submitted that would fully implement the firm access rights and off system delivery proposals.  

D.
FIRM RECEIPT POINTS

1.
Current Allocations of Receipt Point Capacity

When the collective upstream pipeline capacities exceed the takeaway capacity of a Transmission Zone (e.g. Northern Transmission Zone, Wheeler Ridge), even if the individual pipelines do not contract for more delivery point capacity than SoCalGas’ receipt point capacities, SoCalGas is placed in an operational position of having to make capacity allocations.  Transmission Zones with multiple interactive receipt points limit the amount of supplies that can be taken away on a given day.  Under current circumstances, SoCalGas must allocate the total Transmission Zone capacity available to each of the upstream pipelines.  In certain cases, this allocation provides for some preferential treatment (i.e. grandfathering) to a particular receipt point or upstream pipeline.  SoCalGas must make these allocations in order to determine the amount of gas that can flow on a given day while protecting the operation of the intrastate pipeline system.  

SoCalGas has used different methods to allocate the available Transmission Zone capacities.  The North Desert Transmission Zone Capacity Allocation
/ allows for customer nominations based on maximum individual receipt point capacities.  Although this method did increase supply choices to end-use customers, there still is a slight preference for the Topock and North Needles points that receive gas from El Paso Natural Gas Company (El Paso) and Transwestern Pipeline Company (Transwestern).  When greater quantities of gas are requested to flow through the Northern Transmission Zone than its firm takeaway capacity of 1,590 MMcf/d, the Topock and North Needles points receive an allocation of the right to enter the system first, prior to other points in this zone such as Kern River Pipeline Company (Kern River) at Kramer Junction.  

A different method is applied at the Wheeler Ridge Zone for allocating receipt point capacity.  However, this allocation method is also deficient since the allocation is based on gas flows from a prior period.  The Wheeler Ridge method sets the allocation of receipt point capacity based on the previous day’s total flow at Wheeler Ridge.  This means that if a shipper is flowing gas on a constant daily basis, it can be cut on a subsequent day based on the actions of other shippers reducing their flows through the same point.  In addition, setting the receipt point capacity by this method restricts customers from moving from one receipt point to the next on a day-to-day basis.  

2.
Firm Receipt Point Rights Process

The overall firm receipt point process, as described by Mr. Watson, will consist of a pre-open season period for assignment of set-aside quantities to specific customers and California Producers (Step 1) and an open season process consisting of two separate steps.  Step 2 will be for end-use customers (or their designated agents) consisting of three separate and distinct rounds of bidding for remaining existing receipt point access capacity.
/  Table 1 illustrates the total quantities of non-California supply specific receipt point capacity available for Steps 1 and 2 based on a 75% limitation.
/  Step 3 will involve an open season process for new and some remaining receipt point capacity.

Table 1

	Receipt Point
	Available Capacity Amount (MMcf/d)

	EPN Blythe 
	907.5

	TW North Needles
	600

	EPN Topock
	405

	TW Topock
	142.5

	QST North Needles
	90

	KR Kramer Junction
	375

	KR/MP Wheeler Ridge
	573.5

	Oxy Gosford
	112.5

	PG&E Kern River Station
	390

	Total
	3,596


EPN – El Paso Natural Gas Pipeline

TW – Transwestern Pipeline

MP – Mojave Pipeline

QST – Questar Southern Trails Pipeline

KR – Kern River Pipeline

PG&E – Pacific Gas and Electric

Oxy – Occidental Petroleum

3.
On-Line Bidding System for Open Season Steps

SoCalGas will provide a user-friendly on-line bidding system for the Firm Receipt Points Access Rights open season process.  The system will be available to eligible participants via the Internet at www.socalgas.com/business/capacityproducts.  General information will be provided on this public website regarding available firm access rights at each receipt point during the open season.  Step 2 will be open to SoCalGas end-use customers only
/ and Step 3 will be open to all market participants, but with differing criteria for awards.  Interested participants must register with SoCalGas before each step of the open season begins and only those registered participants, or their designated agents, will be able to participate in the applicable open season steps.  All bidding for the open season process must be submitted through this website.  The website will only be available during the open season.  

During Step 2, eligible end-use customers will be assigned an amount of maximum bidding rights based on their recent historical annual average throughput as described later in my testimony.  Customers will submit their bids on a round-by-round basis using the on-line bidding system.  Bids submitted in each round may not exceed remaining available bidding rights.  

Once each on-line bid round has closed, SoCalGas will allocate firm receipt point access rights to customers based on their bids and any required pro-rations.  At the conclusion of this process, customers and/or their agents will be notified of their awards through the on-line system at the end of each round.

The Step 3 open season will be open to all market participants with maximum bidding rights based on creditworthiness, and will be conducted online similar to Step 2, but with only one bidding round.

4.
Firm Receipt Point Access Contracting Limits

As described by Mr. Watson, the proposal of SDG&E/SoCalGas creates a system of firm tradable receipt point access rights along with interchangeability of receipt points within transmission zones, and an ability to nominate to alternate receipt points within the applicable transmission zone which enhances customer choice of supply.  SoCalGas will contract for only 3,875 MMcf/d of existing firm receipt point capacity rights across the entire system.  SoCalGas will also only contract for firm receipt point rights based on the stated individual receipt points capacities and total transmission zone capacities.
/  The following is an example of a transmission zone contracting limitation.
SDG&E and SoCalGas have established transmission zones such as the “Northern Transmission Zone” where deliveries can be received from five different pipelines, subject to the physical limitation of each pipeline receipt point and the transmission zone capacity.  Specifically, total receipts in the Northern Transmission Zone cannot exceed 1,590 MMcf/d, with additional physical limitations on the receipts at individual receipt points, whereas the total upstream delivery capacity of the pipelines interconnecting with the Northern Transmission Zone is 2,150 MMcf/d.  SoCalGas will only contract for total firm receipt point access capacity rights of 1,590 MMcf/d on the Northern Transmission Zone.  

Due to physical capacity limitations at certain individual receipt points within a particular transmission zone, the following additional firm capacity contracting limits will be required:

· In total, the Transwestern and El Paso contracted capacity at Topock cannot exceed 540 MMcf/d;

· In total, the Transwestern and Questar Southern Trails Pipeline (Questar) contracted capacity at North Needles cannot exceed 800 MMcf/d; and 

· In total, Pacific Gas and Electric Company (PG&E) and Occidental Petroleum Corporation (Oxy) contracted capacity at Gosford cannot exceed 520 MMcf/d.
An example of a physical capacity limitation within a Transmission Zone is at Wheeler Ridge.  The Wheeler Ridge Transmission Zone has a firm take-away capacity of 765 MMcf/d.  The total of the receipt points delivering into Wheeler Ridge is 1,435 MMcf/d (Kern/Mojave capacity of 765 MMcf/d plus PG&E capacity of 520 MMcf/d plus Oxy capacity of 150 MMcf/d).  SoCalGas has a capacity limitation within the Wheeler Ridge Transmission Zone in receiving supplies where PG&E and Oxy enter the system and must limit the combination of PG&E and Oxy to 520 MMcf/d.  SoCalGas therefore could not contract for the full 765 MMcf/d of the Wheeler Ridge Transmission Zone at only PG&E and Oxy.  

In order to convert the capacity figures set forth in this application into a thermal equivalent quantity, SDG&E/SoCalGas will use receipt point specific Btu factors based on the average of the most recent recorded Btu factors at the respective points.  
5.
Step 1 ‑ Set‑Aside Options for Three Years

Step 1 in the open season process is for allocation of the firm receipt point rights set-aside to SoCalGas and SDG&E on behalf of their core customers to match their upstream interstate pipeline commitments. Also in Step 1, other wholesale customers, Core Transportation Aggregators (CTAs), various California gas producers and certain long-term contract holders will have the option to acquire firm receipt point rights prior to the allocation open season as a set-aside.  

a.
SoCalGas Core Set-Asides

The SoCalGas Gas Acquisition Department, on behalf of SoCalGas’ core customers, will receive assigned firm receipt point rights as a set‑aside in Step 1 to match qualifying upstream pipeline contracts prior to the Step 2 open season for end-use customers.  SoCalGas’ Gas Acquisition Department will be charged the reservation charge under G-RPA1. Additionally, for historical quantities in excess of this set-aside, SoCalGas’ Gas Acquisition Department will be able to participate in Step 2 of the open season.  

b.
SDG&E Core Set-Asides 

SDG&E on behalf of its core customers will also receive assigned firm receipt point rights to match qualifying upstream pipeline contracts prior to the allocation open season as a set-aside and will be able to participate in Step 2 in the same manner as SoCalGas’ Gas Acquisition Department. SDG&E’s Gas Acquisition Department will be charged the reservation charge under G-RPA1.  

SDG&E has a small portion of its noncore customers’ loads that still have the ability to procure gas directly from SDG&E.  The service is provided under SDG&E’s GCORE and GPNC-S Rate Schedules on a month-to-month basis.  Consistent with these currently approved rate schedules, these rate schedules shall be cancelled 90 days after SoCalGas’ first open season for receipt point access capacity.  Upon the start of SoCalGas’ first open season for receipt point access capacity, customers being served under this schedule who have failed to provide written notification identifying their gas service provider will be automatically transferred to core service under SDG&E Schedule GN-3 for a minimum of one year.  

SDG&E’s noncore transportation customers will participate directly in the open season stages.  SDG&E’s noncore transportation customers will be treated just like SoCalGas’ noncore customers.  They will receive maximum bidding rights,  as defined later in my testimony, and may participate in the Step 2 open season rounds and be awarded receipt point access capacity directly from SoCalGas.  SDG&E will provide the SoCalGas Capacity Products group with a list of its applicable noncore customers that will be participating, along with those customers’ historical annual average usage needed to establish maximum bidding rights.  

c.
Core Transportation Aggregators (CTA) Set-Asides

Each CTA will have a set-aside option prior to the open season steps based on its qualifying upstream interstate pipeline commitments similar to the SDG&E and SoCalGas Gas Acquisition Departments.  CTAs are not required to select the set-aside option, but if the CTA selects the option, it must be selected for all eligible quantities, not just a portion.  The all‑or‑none selection of the set-asides is consistent with the assignment of the receipt point access capacity for core customers generally and does not allow the CTAs to pick certain receipt points prior to making the remaining access capacity available to other end-use customers.  CTAs will be charged the reservation charge under G-RPA1.  

If the CTA does not select the set-aside option or its set-aside is less than its historical demand, it would be responsible for deciding whether to bid for receipt point access capacity in the open season steps (Steps 2 or 3) just like other end-use customers.  

d.
Other Wholesale Customers’ Set-Asides

SoCalGas’ other wholesale customers will have a set-aside option for their core load in Step 1 based on their qualifying upstream interstate pipeline commitments similar to SDG&E and SoCalGas Gas Acquisition Departments.  Each wholesale customer is not required to select the set-aside option.  However, if the customer selects the option, it must be selected for all eligible core quantities, not just a portion.  Other wholesale customers will be charged the reservation charge under G-RPA1.
If the wholesale customer does not select the set-aside option, it would be responsible for determining whether to bid in the open season stages (Steps 2 and 3) with SoCalGas’ other noncore customers for its core loads.  The maximum bidding rights of a wholesale customer’s core load is defined later in my testimony.

The wholesale customer may elect to have SDG&E/SoCalGas allow all of its noncore customers to participate directly in the open season stages.  Under this scenario, the wholesale customer’s noncore customers will be treated like the rest of SDG&E/SoCalGas’ noncore customers.  Those noncore customers behind the wholesale customer’s meter will receive maximum bidding rights as defined later in my testimony, and may participate in the open season process, and be allocated receipt point access capacity directly from SDG&E/SoCalGas.  Each wholesale customer will be required to provide the SoCalGas Capacity Products group with a listing of its applicable noncore customers that will be participating, along with those customers’ historical annual average usage needed to establish the maximum bidding rights.  

Should a wholesale customer elect not to have its noncore customers participate directly in the open season, the wholesale customer will be provided maximum bidding rights, as defined later in my testimony, for their noncore loads.  The wholesale customer can then participate in the open season process, along with SoCalGas’ other end-use customers, on behalf of its noncore customers’ requirements.  Any receipt point capacity awarded in the open season to a wholesale customer, for its noncore customers, will be the responsibility of that particular wholesale customer.  

e.
California Producers Set-Asides

California Producers whose facilities are connected directly to SoCalGas’ Line 85, North Coastal system, or other systems where there is not a specific receipt point identified, will receive a set-aside option for a quantity up to their individual historical peak month production delivered into the SoCalGas system in the Base Period.
/  California Producers may elect all or a portion of their peak month deliveries as a set-aside quantity.  California Producers will be charged the reservation charge under G-RPA1.  Recent historical peak month California Producer deliveries would provide set-aside options on SoCalGas’ Line 85 of 140 MMcf/d and SoCalGas’ Coastal System of 100 MMcf/d.  A California Producer may acquire additional receipt point capacity in Step 3 of the open season process, bid for remaining capacity after the open season or through secondary market transactions as defined later in my testimony.  

f.
Commission‑Approved Long-Term Contract Customer Set-Asides

A customer under a Commission-approved long-term firm transportation contract in effect at the time of implementation that specifies firm deliveries at a particular SDG&E/SoCalGas receipt point (Receipt-Specific LTK) shall have a set-aside option for access capacity at those specified receipt points.  However, if the customer selects the option, it must be selected for all eligible contract quantities, not just a portion.  The methodology is the same as that adopted by the Commission in its Decision to implement the Comprehensive Settlement Agreement (CSA).
/  The applicable daily quantities specified in the Receipt-Specific LTK customer’s long-term transportation contract would serve as the quantity for the set-aside.  There are currently four contracts with these specific provisions and they have a total quantity eligible for set-aside of 80 MMcf/d in the Wheeler Ridge Zone.  

Receipt-Specific LTK customers electing the set-aside option will be charged the reservation charge under G-RPA1 for the receipt point capacity, but will receive an equivalent credit to their monthly bill to account for payment of the reservation charge.  These customers will hold those receipt point capacity rights and may participate in the secondary markets just like any other market participant.  Any such customer not electing the set-aside will be treated like customers addressed in the two paragraphs immediately below.
Other customers under Commission‑approved, long-term firm transportation contracts that do not specify firm deliveries at particular SDG&E/SoCalGas receipt points (Non-Receipt-Specific LTK) may participate in the open season steps like other noncore customers.  

Non-Receipt-Specific LTK contract holders that elect to participate in the open season process will receive a direct credit for the cost of receipt point access capacity they acquire in association with their long-term contract.  The receipt point rights will have the same secondary market rights as any other market participant’s receipt point access rights.  

If a customer is receiving firm gas transportation service at a rate under a long-term contract that is less than the otherwise applicable tariff rate, SoCalGas will continue to record any differences in its Noncore Fixed Cost Account (NFCA) excluding EOR and DGN contracts.  This continued treatment would not exacerbate any NFCA under‑collection since any revenues collected for firm receipt point access from these long-term contracts will be credited back to end-use customers as described by Ms. Smith. 
Consistent with the CSA Implementation Decision,
/ SDG&E/SoCalGas propose that customers with interruptible long-term contracts have the opportunity to purchase interruptible receipt point access capacity to match their needs.  SoCalGas will credit the cost of all purchases of interruptible receipt point capacity used for the customers needs under the long term contracts against these customers’ otherwise-applicable contract bill.  This will ensure that customers with long-term interruptible contracts pay no more than they would otherwise pay under their long-term contracts, thus preventing such customers from losing the benefit of the bargain of their long-term contracts.  Consistent with the Commission’s decision regarding implementation of the CSA,
/ SDG&E/SoCalGas propose that customers who currently pay for and receive interruptible service under their long-term contracts not be entitled to a free upgrade to firm receipt point rights.  SDG&E/SoCalGas propose that to the extent customers with interruptible long-term contracts desire firm receipt point service, they could, like any other customer, participate in the open season steps, and bid for and pay for firm receipt point capacity.  SoCalGas will not provide a credit back to these customers for any firm receipt point capacity contracted and paid for by such customers.  

6.
Step 2 – Preferential Bidding by End-Use Customers for Three Years

SDG&E/SoCalGas will hold an open season bid process in Step 2, during which 75% of the firm capacity at each receipt point,
/ less any capacity taken as set-asides, will be made available.  End‑use customers or their designated agents will have an option to bid and contract for firm receipt point access capacity in the various rounds of Step 2.  Participants will only bid quantity and receipt point as all other terms and condition will be as stated and defined in SoCalGas’ G-RPA tariff and other applicable rules.

For illustration purposes, the firm receipt point access capacity that could be available in the Step 2 open season, assuming the set-asides
/ for SDG&E and SoCalGas core loads, the four Receipt-Specific LTKs and California Producers are taken, is shown in Table 2.  

Table 2
	Receipt Point
	Remaining Receipt Point Capacities after Set-Asides

	EPN Ehrenberg 
	427.5

	TW North Needles
	400

	EPN Topock
	125

	TW Topock
	142.5

	QST at North Needles
	90

	KR Kramer Junction
	375

	KR/MP Wheeler Ridge
	493.75

	Oxy Gosford
	112.5

	PG&E Kern River Station
	340

	Line 85
	20

	Coastal
	50

	Total
	2576.25


Customers will be responsible for all firm receipt point access rights awarded to them in the open season process and will be assigned a unique contract number for their receipt point access capacity awards.  That contract will have all of the specific receipt points defined regardless of which step (or round) the rights were acquired.  

SDG&E/SoCalGas understand that some noncore customers may be in the middle of standard two-year firm transportation (GT-F) contracts and may otherwise qualify for core service and would prefer to transfer to core service prior to the open season.  SDG&E/SoCalGas propose to allow firm noncore customers
/ the one‑time option to terminate their existing Standard-Tariff, Full-Requirements GT-F service contracts prior to their expiration in order to elect core service, as long as such election is made 10 days prior to Step 1 in which the SDG&E/SoCalGas core set-asides are allocated. 

Only end-use customers
/ may participate in Step 2. Customers electing set-asides may participate in Step 2 only for historical quantities not met by their set-aside rights.  

An end-use customer’s maximum bidding rights will include a base load maximum, total annual bidding rights, and monthly maximum rights.  These rights will be calculated as follows:

1) Customer’s base load maximum bidding rights will be determined based on that customer’s average daily historical consumption during the Base Period. Each wholesale customer will have to attest to the portion of its SoCalGas metered consumption used for core customers to the extent it is only participating on behalf of its core customers.

2) For SoCalGas Gas Acquisition Department and SDG&E Gas Acquisition Department, core loads of other wholesale customers, and CTAs, will only be provided base load maximum bidding rights.  These maximum bidding rights will equal the respective customer’s annual average usage during the Base Period less any set-aside elected.  For CTAs, the annual average usage will be their currently “contracted for” load.
3) For the months the customer uses more than its average base load, the customer’s monthly maximum bidding rights will be set equal to its historical usage in those particular months during the Base Period.

4) For customers who have elected to obtain set-asides, those set-aside quantities will be subtracted from both the base load and monthly bidding rights in determining the customer’s maximum bidding rights.

5) To the extent a customer’s historical load is not expected to represent its future consumption, documented to the utility’s satisfaction, due to additional equipment being added, new facilities being built, or a new customer taking transportation service for an existing facility, maximum bidding rights will be adjusted to account for these exceptions.  Following are the general guidelines to permit an exception:  

a) New customer’s bidding rights can be established by providing copies of documentation submitted to public entities (state or local) describing expected equipment use for regulatory or permitting requirements.

b) For an existing customer’s plant adding new equipment capacity, new equipment must have been ordered and an increase in bidding rights would be based on a projection of use:  (Existing plant + new equipment capacity)/(existing plant capacity times the historical 12 month load profile).

c) A new customer may establish bidding rights based upon the quantity selected for the minimum use-or-pay obligations in a new SDG&E or SoCalGas intrastate transportation contract to replace or substitute for historical load.

End-use customers may submit an annual base load receipt point access bid up to the average daily quantity established as their maximum bidding rights.  Additionally, customers may bid up to the monthly quantity recorded for that customer in a particular month as established by their maximum bidding rights.  However, the sum of the monthly bid plus any base load bid covering that particular month may not exceed the maximum bidding rights established for the particular month. 

An end-use customer may not bid in aggregate in any round more than its annual total of remaining bidding rights.  Any capacity awarded in Round One of the Step 2 Open Season will reduce the amount of bidding rights, both for base loaded bids and monthly bids for Rounds 2 and 3.  Customers entitled to participate may submit bids in the Step 2 rounds for an amount of receipt point access rights up to 100% of their remaining bidding rights, and may bid to acquire such rights at any receipt point or combination of receipt points.  The sum of all of a customer’s awards for all bidding rounds may not exceed its maximum bidding rights. 

Bids will be submitted for Step 2 on a receipt point and quantity basis only.  Term will be 3 years and will include the applicable reservation rate under G-RPA1.  In awarding receipt point access capacity, preference will be given to annual base load bids over monthly bids in each of the bidding rounds.  

End-use customers entitled to participate in Step 2 may  (1) bid on their own behalf or (2) allow a third party (such as a marketer) to bid on their behalf.

All end-use customers who are already in good standing for credit with SDG&E/SoCalGas prior to the open season will be deemed creditworthy to participate for their specified maximum bidding rights.  

Should SDG&E/SoCalGas receive bids in excess of the remaining receipt point access capacity at a particular receipt point or within a particular Transmission Zone, participant awards will be prorated down such that the awarded receipt point access capacity does not exceed the available capacities.  

7.
Step 3 – Long Term Open Season for New and Existing Capacity

SDG&E/SoCalGas will conduct an open season for receipt point capacity for new receipt points to be established at Center Road, Salt Works, North Baja Pipeline at Blythe and Otay Mesa (or other new receipts as they become available prior to each three‑year open season cycle) and existing receipt point capacity available after Steps 1 and 2, subject to limitations as described in Mr. Watson’s testimony.  All creditworthy market participants are entitled to participate in Step 3.  Participants may only submit annual base load receipt point access bids.  Bids will be submitted on a receipt point and quantity basis.  There will only be one round of bidding in Step 3.  

Unless specified by the participant, any bid submitted may be pro rated based on the other bids submitted in order to meet the available receipt point access capacity.  Participants may signify that any of their specific receipt point bids is an all‑or‑nothing bid so that it will be rejected if any prorationing is required.  SDG&E/SoCalGas will ask any customer awarded receipt point capacity in Steps 1 and 2 if they would like to turn back receipt point capacity in order to reduce the costs of adding new receipt points prior to prorating or awarding capacity through this Step 3.  A customer turning back capacity will be relieved of the reservation charge obligation for any capacity turned back.  Turning back capacity could reduce the cost of adding any new receipt point capacity when such addition relies on displacement of existing receipt point capacity.
Participants are contractually obligated for all firm receipt point access rights awarded to them in Step 3 and will be assigned a unique contract number for their receipt point access capacity awards.  The term of the contracts will be for fifteen (15) years.  Contracts for new receipt point capacity will be charged the applicable reservation rate under G-RPA1 plus the specific reservation charge for the cost of necessary incremental facilities under G-RPA2.  Contracts for existing capacity only will be charged the reservation rate under G-RPA1.  
Once the contract are executed for the new receipt point capacity and in accordance with the Utility’s Rule 39,
/ SDG&E/SoCalGas will request an upfront payment of the estimated costs prior to commencing construction of the required facility enhancements, with this payment charged to all 15-year contract holders on a pro rata basis.  
As with any construction project, there are likely to be unforeseen costs during the construction of those facilities.  The actual construction costs of the completed facilities might be less than or greater than the estimated project costs and may result in reservation charges which are different from those provided during the open season.  Awarded bidders will be subject to revisions in their applicable G-RPA2 reservation charges to account for the actual costs for construction.  
Once the construction of the incremental facilities is completed and they are placed in service, SDG&E/SoCalGas will file an advice letter to update the facilities costs necessary to add the new receipt point capacity and establish the applicable final reservation charge under G-RPA2.  During the Advice Letter process, customers who have executed the contracts for adding such new receipt point capacity will have the opportunity to review the actual costs of construction and subsequent reservation charge calculation.  Upon placing the new receipt point in service, SDG&E or SoCalGas will refund the estimated upfront payment to the respective customers and begin charging and collecting the reservation charges as defined in the contracts.  After approval of the Advice Letter, customers will be charged the approved reservation charge.  For contracted customers that have been charged the estimated reservation charge, any future payments under that contract will be adjusted on a going forward basis after the Advice Letter is approved to ensure that all actual costs are recovered over the remaining contract term.  
A customer awarded receipt point capacity in the Step 3 open season will receive a Right of First Refusal (ROFR) so that it can retain its receipt point capacity at the end of the 15-year initial term.  Prior to the end of the original 15-year contract term, SDG&E/SoCalGas will contact such customers to determine whether they wish to execute a contract for a second 15-year term for the same volumes at the then-established reservation charge.  If they so elect, the contract will be executed and the associated capacity will remain unavailable for subsequent three-year cycles.  If the customer declares this offer, the associated capacity will become available for Steps 1 and 2 of subsequent three-year cycles.  
8.
Receipt Point Access Rights Re-Contracting Rules

After receipt point access capacity is awarded in all steps described above, capacity holders will also be allowed to “re-contract” any part of their capacity from any receipt point on the system to a different point, even in a different zone, to the extent capacity is available at the requested receipt point.  The same reservation charge (G-RPA1 or G-RPA2) will apply to any capacity obtained by the re‑contracting process discussed below.  For example:  If a customer holds firm access rights at Kern River Wheeler Ridge and wants to change those rights to the El Paso Topock receipt point, the customer would submit a written request to SoCalGas.  If there were firm access rights available at El Paso Topock, SoCalGas would grant the request and the customer’s Firm Primary access rights would be changed.  If the receipt point access rights at El Paso Topock were fully contracted, the request would be denied and the customer’s rights would remain unchanged.  

More specifically, immediately after all of the allocation steps have taken place, SDG&E/SoCalGas will post any available receipt point access capacity on its EBB and accept requests from capacity holders to move their specific receipt point access capacities over a two-week re-contracting period.  At the end of this period, SDG&E/SoCalGas will evaluate all requests for changes on a non-discriminatory basis and grant requests where receipt point capacity is available.  To the extent more quantities are requested to be moved to a particular receipt point than the available receipt point access capacity, the requests will be prorated among the requesting customers.  Preference will be given to requests to move annual base load quantities bids over monthly quantities consistent with the original awarding of receipt point capacity during Step 2.
After the re-contracting period for receipt point access capacity, all remaining capacities will be available to customers to re-contract on a “first-come, first served” basis.  This applies both to holders of firm access rights seeking to move these rights to another receipt point and to customers seeking to acquire new or additional firm access rights, as described later in my testimony.  

Should any additional interstate pipelines or supply sources interconnect directly within a Transmission Zone or at a specific existing receipt point and if these sources can utilize the existing Transmission Zone’s or receipt point’s capacity, that pipeline will be added to that Transmission Zone as an available firm receipt point.  For example, if a new pipeline is constructed and interconnects directly into the Northern Transmission Zone, it would be added to the Northern Transmission Zone as an available firm receipt point.  Customers with firm receipt point rights on the Northern Transmission Zone would be allowed to switch or re-contract their firm access rights from their existing receipt points to the new supplier/pipeline in a re-contracting open season process.  After the existing Northern Transmission Zone customers have an opportunity to re-contract their rights, SDG&E/SoCalGas would hold another re-contracting open season for any other holder of firm receipt point rights to re-contract to the new receipt point if there is capacity still remaining after the initial open season.  If requests to re-contract received during either of these two open seasons exceed the available receipt point capacity, requests will be pro rated with preference given to annual base load quantities bids over monthly quantities.  Any remaining rights will be made available on a “first-come, first-served” basis.  

9.
Remaining Firm Receipt Point Capacity

After the open season process and the two-week re-contracting period for customers to move their specific receipt point access capacities, SDG&E/SoCalGas will post all available receipt point capacity on its EBB.  Any creditworthy market participants may acquire available receipt point capacity for a minimum term of one month and a maximum term up to the period remaining in the three-year cycle at the G-RPA1 tariff rate.  All remaining posted available capacities will be available to customers on a “first-come, first served” basis.  

SDG&E/SoCalGas may also post the availability of monthly receipt point capacity at a negotiated level below the G-RPA1 rate (G-RPAN) and hold an open season for that capacity.  Participants may submit a bid for receipt point capacity at the negotiated rate.  Should SDG&E/SoCalGas receive bids in excess of the posted receipt point access capacity at a particular receipt point or within a particular Transmission Zone, participant awards will be prorated such that the awarded receipt point access capacity does not exceed the available capacities.  

10.
Interruptible Receipt Point Capacity

SDG&E/SoCalGas will contract with any creditworthy party for interruptible receipt point service under the G-RPAI tariff rate.  Interruptible contracts under the tariff rate (G-RPAI) can be used at any point on the SDG&E/SoCalGas system subject to the total contracted quantity stated in the agreement.  Interruptible receipt point service will use any available daily receipt point capacity not used by firm receipt point access rights holders in accordance with the scheduling procedures described later in my testimony.  SDG&E/SoCalGas may also post a reduced daily interruptible volumetric charge at a level below the tariffed G-RPAI rate for all interruptible receipt point service or just for a particular receipt point.  On any day in which SDG&E/SoCalGas posts a reduced daily interruptible charge, all interruptible service used by customers at the applicable particular receipt points during that day will be charged the reduced volumetric charge.  

E.
OFF-SYSTEM SERVICE DELIVERY SERVICES

1.
Interruptible Off-System Delivery Service to PG&E

SoCalGas will contract with any creditworthy party for Interruptible Off-System Delivery Service under the G-OFFI tariff rate of $.16 per Dth (equivalent to the system-wide average transmission rate) scheduled for deliveries to PG&E.
/  SoCalGas may also post a reduced daily off-system interruptible volumetric charge at a level below the tariff G-OFFI rates for all interruptible Off‑System Delivery Service.  On any day in which SoCalGas posts a reduced daily interruptible off-system charge, all interruptible off-system service used by customers at the applicable point during that day will be charged the posted reduced volumetric charge.  

Interruptible Off-System Delivery Service will use available displacement of forward haul flowing supplies and unused Firm Off-System Delivery Service contracted rights.  Interruptible Off-System Backhaul Service will be scheduled after all nominations are received under Firm Off-System service.  

2.
Firm Off-System Delivery Service to PG&E
Previously, SDG&E and SoCalGas sponsored testimony regarding the transmission system improvements, and their associated costs, necessary to implement firm path and reliable displacement off-system services.  SDG&E and SoCalGas no longer believe that this information is necessary to this phase of this proceeding.  SDG&E and SoCalGas recognize that their preliminary cost estimates will likely vary due to costs associated with steel, fuel, and labor.  Even though SDG&E and SoCalGas made clear that their cost estimates in R.04-01-025 were preliminary and based only on similar historical projects, updated costs provided by the utilities in that proceeding showed that such cost estimates can be incorrect and should not be relied upon.

In both R.04-01-025 and the previous testimony in this proceeding, all system improvements and associated costs were only exemplary in nature and provided for order-of-magnitude assessments, and neither presumed to include all possible combinations and permutations for new receipt points or off-system delivery locations.  Furthermore, as SDG&E and SoCalGas have stated numerous times, and as the Commission has found in Phase 1 of R.04‑01‑025 and the Commission’s Resolutions adopting SDG&E’s and SoCalGas’ Rule No. 39, the upstream supplier is required to fund the actual cost of the system improvements necessary to receive its supply, and this actual cost could vary greatly from the preliminary estimate.
Then and now, SDG&E and SoCalGas are not seeking Commission approval for any system improvement on the utilities’ transmission system to enable off-system services.  Any improvements necessary for this service, and the associated cost estimates, will be provided during the open seasons described herein and in Mr. Watson’s testimony.  The market will then decide which off-system delivery points to support and at which levels.

Based on the procedures outlined in Mr. Watson’s testimony, the open seasons for Firm Off-System Delivery Service to PG&E will be conducted through an on-line bidding process similar to the on-line system established for the firm receipt point open season.  Any creditworthy party may participate in this open season.

SDG&E and SoCalGas will conduct the open seasons for the Firm Off-System Delivery Service to PG&E as soon as practicable after the Commission decision approving the services within this application and all rules and tariffs.  

F.
IMPLEMENTATION

1.
Receipt Point Access Rates

Firm and interruptible access rights will be subject to a rate schedule entitled “G-RPA.”  As shown in the G-RPA schedule, there is a current reservation charge of $.05 per Dth per day of contracted service for G-RPA1, a capped market based rate under G-RPAN and a facility-specific reservation charge for contracted new receipt capacity service for G-RPA2.  The rate for G-RPA2 will be determined in the Step 3 open season for an applicable receipt point. The G‑RPAN customer-specific rate will be determined through daily or monthly postings on the SDG&E/SoCalGas EBB, which is capped at the G‑RPA1 reservation charge. These are the rate options available for firm receipt point access.  

The Reservation Charge under SoCalGas’ G-RPA schedule is payable each month regardless of the quantity of gas scheduled during the billing period.  The Reservation Charge for primary allocations and secondary market transactions for each billing period will be calculated using the applicable reservation rate and the customer’s Daily Contract Quantity (“DCQ”) as specified in the Customer’s Receipt Point Access Contract (“RPAC”).
/  For example:  
Monthly Reservation Charge = Reservation Rate * DCQ * number of days in the billing period 

Under Rate Schedule G-RPAI, there is an all-volumetric rate for interruptible receipt point access service.  The interruptible charge will be determined through a market-based approach with a cap set equal to the 100% of the G-RPA1 reservation charge for firm service.

The Volumetric Charge under G-RPAI for each billing period shall be calculated using the applicable volumetric rate multiplied by the scheduled quantities on the Customer’s RPAC, net of the applicable in-kind fuel charge.  For example:

Monthly Volumetric Charge = Volumetric Rate * Net Quantities of Gas Scheduled during billing period

2.
In-Kind Fuel Charges

SDG&E/SoCalGas propose an in-kind fuel charge.  As specified in the G-RPA schedule, a transmission fuel charge of 0.28% will be assessed on all gross scheduled quantities of gas to an RPAC.  For scheduling purposes, a customer will be allowed to nominate, at a receipt point, 0.28% more than its desired scheduled quantities (up to its DCQ) to account for the in-kind fuel charge.   

Example:  Customer A has an RPAC with a DCQ of 15,000 decatherms.  In order to actually flow 15,000 decatherms on its RPAC, Customer A’s gross scheduled quantity will be calculated by dividing its DCQ by 0.9972.  In this example, gross scheduled quantity = 15,042 (i.e. 15,000/0.9972).

The level of in-kind fuel charge will be adjusted by recorded actual fuel use on a monthly basis and filed with the Commission.

3.
Priority of Receipt Point Service

SDG&E/SoCalGas will follow the North American Energy Standards Board (NAESB) adopted standards for nominations and scheduling, consistent with the method employed by the interstate pipelines.  Each day, the receipt point capacities will be set at their physical operating maximums under the operating conditions for that day.  Firm receipt point customers will be able to nominate daily on an alternate firm basis to any of the other receipt points within the applicable transmission zone (Firm Alternate”).  Firm Alternate receipt point nominations will be subject to the scheduling and nomination rules described below. 

SDG&E/SoCalGas will use the following rules to schedule nominations to the receipt point maximums.  


Nominations using Firm Primary receipt point access rights will have first priority.


Nominations using Firm Alternate receipt point access rights within the associated transmission zone will have second priority; pro‑rated if over-nominated. 


Nominations using Interruptible receipt point access right will have third priority; pro‑rated if over-nominated.


Firm Primary rights can “bump” Firm Alternate scheduled quantities through the second nomination cycle.  


Firm Primary and Firm Alternate can “bump” interruptible access rights through the third scheduling cycle.  

Any scheduling allocations will first be made at the receipt point level and then at the Transmission Zone level.  For example:  if nominations are received for the North Needles receipt point that exceed the 800 MMcf/d of receipt point capacity and the total of the nominations for the Northern Transmission Zone exceed the 1,590 MMcf/d of zone capacity, SDG&E/SoCalGas will first reduce the nominations at North Needles to the 800 MMcf/d level.  If after the reduction at North Needles the nominations for the Northern Transmission Zone are still in excess of the 1,590 MMcf/d of available capacity, SDG&E/SoCalGas will reduce remaining nominations pro rata across all of the receipt points within the Northern Transmission Zone.  

Primarily, pro rata reductions will occur to Firm Alternate and/or interruptible nominations.  Pro rata reductions can occur for firm nominations when receipt point capacity is less than the stated firm capacity
/ such as during periods of system maintenance or force majeure that reduce receipt point capacities.

Bumping will not be allowed in the last cycle.  Bumping in Cycle 3 is subject to the NAESB elapsed pro rata rule.  The elapsed pro rata rule provides that a decrease in the nomination for either nomination Cycle 3 or Cycle 4 cannot reduce the confirmation amount below the quantity of gas that would have theoretically flowed prior to the effective start time of that nomination cycle. For example, Cycle 3 actually starts 8 hours into the flow day; therefore by the start of Cycle 3 one-third of the Cycle 2 nomination/confirmation should have flowed into the SDG&E/SoCalGas system from the upstream pipeline based upon uniform hourly deliveries from that source.

At a receipt point, in the nomination/confirmation process, the lesser of the confirmation quantities between the upstream interconnecting pipeline or operator’s confirmation quantity and SDG&E/SoCalGas’ confirmation quantity will be the confirmed scheduled quantity.  However, with respect to decreases requested for the intraday nomination/confirmation process, the lesser of the confirmation quantities should be the new confirmed quantity, but in no event no less than the elapsed-pro-rata-scheduled quantity.  
4.
Termination of SCE and SDG&E Wheeler Ridge Access Agreements
SDG&E/SoCalGas propose to terminate any remaining Wheeler Ridge Access Agreements with Southern California Edison Company (SCE) or SDG&E and eliminate the G-ITC rate schedule upon implementation of firm receipt point access rights.  As these agreements required SoCalGas to make available a specific amount of daily access capacity through Wheeler Ridge, but did not provide any specific firm access rights as have been defined within this application to either SCE or SDG&E, these contracts and SoCalGas’ Rate Schedule G-ITC should be terminated upon implementation of a system of firm receipt point access rights.  The Commission in this proceeding will establish the amount of daily firm access capacity through Wheeler Ridge and therefore no need exists for that amount to be determined by these two contracts.  Neither SCE nor SDG&E shall owe any future amounts for service under those Wheeler Ridge Access Agreements once firm access rights are implemented.  
///

///

5.
City Gate Pooling

SDG&E/SoCalGas propose to implement a city gate pooling service as was adopted in the Commission’s decision regarding CSA implementation.
/  City gate pools allow for the aggregation and disaggregating of natural gas at a virtual point within the SDG&E/SoCalGas system, and create a convenient pricing point for customers to buy and sell gas, if they so desire.   Although city gate pooling service is optional, it can be useful in facilitating delivery of gas to end-users, storage accounts, other pool account, or for off-system deliveries and to receive gas from multiple receipt points, storage accounts or other pool accounts.  Pools will be required to balance during each scheduling cycle each day.  Implementation of this service is defined in SoCalGas’ G‑Pool tariff.  The following depicts how nominations can be made using city gate pools and RPACs.
/  
///

///

///

///

///

///

///

///

///

///

///

///

///

///

///

///

[image: image1.wmf]
	Path No.
	From
	To

	1. & 2.
	Pipeline/CA Producer
	Receipt Point Access Contract

	3.
	Receipt Point Access Contract
	End User, Contracted Marketer, ESP

	4.
	Receipt Point Access Contract
	Customer’s Pool Account

	5.
	Receipt Point Access Contract
	Storage Account

	6.
	Customer’s Pool Account
	End User, Contracted Marketer, ESP

	7.
	Customer’s Pool Account
	Customer’s Pool Account

	8.
	Storage Account
	End User, Contracted Marketer, ESP

	9.
	Customer’s Pool Account
	Storage Account

	10.
	Storage Account
	Customer’s Pool Account

	11.
	Storage Account
	Storage Account

	12.
	Storage Account
	Off-System Delivery Agreement

	13.
	Customer’s Pool Account
	Off-System Delivery Agreement

	14.
	Off-System Delivery Account
	Pipeline (PG&E)


6.
Secondary Markets

Customers who hold firm receipt point access rights may release all or a portion of those rights in the secondary market through SoCalGas’ EBB, just like interstate shippers can release their firm capacity under the NAESB capacity release standards.  Capacity holders will be able to offset some or all of their reservation charges of unneeded receipt point access capacity through secondary marketing.  Any creditworthy party may purchase firm receipt point access rights in the secondary market.  A shipper releasing its firm rights will be referred to as a “Releasing Shipper” and a shipper purchasing firm rights through the secondary market will be referred to as an “Acquiring Shipper.”

SoCalGas will provide an electronic trading platform on its EBB, where all secondary market transactions must be conducted.  The electronic secondary market will assure participants greater control over their business, access to other participants’ unneeded receipt point capacity, and help facilitate a fluid and transparent secondary market on the SDG&E/SoCalGas pipeline system.  Transactions must be completed no later than twenty four hours prior to the nomination cycle in which the capacity shall be used.  

In order to enhance the transparency of secondary market transactions, SoCalGas will post on its EBB all terms of rights held by the primary holders of receipt point access rights in addition to those of all secondary market transactions once completed.     Also, customers looking to acquire firm access rights on SDG&E/SoCalGas pipeline system can advertise their needs through the EBB.  

Releasing Shippers (those who wish to sell all or a portion of their firm access receipt point rights) will post a notice on the SoCalGas EBB authorizing the release of their firm rights on an “open offer” or “prearranged” basis, and must identify all the terms of the release such as: 

· Releasing Shipper Name

· Receipt point contract number (RCA) with SoCalGas 

· Receipt point location 

· Start and end date of the release (term)

· Minimum quantity (Dth)

· Minimum rate ($ or % of max rate)

· Open season period, if applicable 
· Bid evaluation method – 1) highest bid price or 2) first come, first served

· Tie-breaker method– 1) first-come, first served or 2) pro rata allocation

An “open offer” is a general offer posting and can be bid on by any qualified buyer.  An open offer must include an open season period and bid evaluation method specified by the Releasing Shipper.  A “prearranged” release is one in which the Releasing Shipper has reached an agreement with a buyer outside the SoCalGas EBB and prior to posting the release on the EBB.  The Releasing Shipper may or may not require competitive bidding on the prearranged release.  Once the Releasing Shipper posts the prearranged offer, the Acquiring Shipper then confirms the transaction.  If the Releasing Shipper specifies competitive bidding on the prearranged release, then there is an open season following the buyer’s confirmation.  To the extent SoCalGas Gas Acquisition or SDG&E Gas Acquisition releases capacity to an affiliate under a prearranged transaction, all CPUC affiliate compliance measures adopted for such transactions will be followed.

Any potential buyer wishing to become a bidding shipper must satisfy the creditworthiness requirements of SDG&E/SoCalGas by pre-qualifying prior to submitting a bid for capacity or prior to becoming a party to a prearranged release.  Once a shipper becomes an Acquiring Shipper, that shipper will be subject to periodic credit reviews with respect to its eligibility to make additional bids on other offers of released capacity.  A shipper cannot bid for services which exceed its qualified level of creditworthiness.  SDG&E and SoCalGas do not guarantee the payment of any outstanding amounts by an Acquiring Shipper.

Market participants can submit bids to acquire the posted capacity.  When the open season period concludes, SDG&E/SoCalGas will evaluate the bids and award the capacity that satisfies the criteria stated in the offer.  SoCalGas will post the results of the bids on the EBB including the Acquiring Shipper’s name, location of receipt point, quantity awarded, rate, and other specific terms and conditions.  Upon SDG&E/SoCalGas’ award of any capacity, the Acquiring Shipper will be financially obligated to SDG&E/SoCalGas for the awarded capacity at the bid rate.  SDG&E/SoCalGas will deny any bid from a non-qualified participant.  SDG&E/SoCalGas will provide a credit on a Releasing Shipper’s monthly bill, equivalent to the monthly revenue calculated for any releases during a particular month.  Credits will be made once SDG&E/SoCalGas have received payment from the Acquiring Shipper for the capacity acquired.  No price cap will be set on secondary market transactions. 

To ensure unused firm receipt point access rights are available to other customers who desire access to the SDG&E/SoCalGas pipeline system, SDG&E/SoCalGas’ gas system operator must make available, on an interruptible basis, any unused firm receipt point access capacity at an all-volumetric charge equivalent to the full reservation charge for that point.  This will be accomplished through the nomination and scheduling process for each cycle during the day as defined in my testimony.

7.
Market Monitoring and Information Posting Issues

SDG&E and SoCalGas will provide quarterly reports to the Commission regarding the intrastate capacity rights held by market participants.  Such reports will provide the name of the entity holding firm receipt point access rights, the volume held, usage of the rights, and the terms of those rights.  Such information, excluding usage, will also be posted on the SoCalGas EBB and will be updated daily.  

To the extent that the Commission believes that there is evidence that any party has inappropriately withheld or otherwise utilized firm access rights in a manner that might raise market power concerns, it can investigate this matter further.  Should the Commission find that any party has inappropriately withheld firm capacity rights at any receipt point or otherwise acted in a manner that creates market power concerns, the Commission could then decide what actions should be taken to alleviate the concerns, including requiring SDG&E/SoCalGas to release a portion of the rights of any holder to the marketplace. 

SDG&E and SoCalGas are proposing a secondary market that requires full disclosure of the terms and conditions of a transaction including information on Releasing and Acquiring Shippers. No additional market monitoring or posting information will be required.  
8.
SoCalGas’ EBB (Envoy)

SoCalGas’ EBB, like the interstate pipelines’ EBBs, is the primary system that manages gas flow at a customer level on the SDG&E/SoCalGas pipeline system.  It facilitates gas system operations, planning and regulatory compliance.  SoCalGas’ EBB enables the nomination of gas transportation and storage volumes, electronic confirmation of nominations, electronic allocation of volumes, the viewing of daily balances and consumption by customer, imbalance trading and the viewing of current operational information.  The EBB is an essential tool in the efficient operation of the SDG&E/SoCalGas pipeline system and allows for them to be NAESB compliant.  Specifically, the EBB will:  

· Receive requests for gas supply deliveries from transportation, off-system deliveries and storage customers (nominations) and process nominations;

· Conduct a secondary market for receipt point access rights;

· Post a listing of firm access receipt point holders;

· Post information regarding secondary market transactions;

· Declare Operational Flow Orders (OFOs) when requested deliveries exceed system capacity and reduce transportation and interruptible storage injection nominations;

· Declare winter daily balancing and reduce interruptible storage withdrawals as storage inventory declines through the winter;  

· Declare a curtailment, if necessary, and notify parties of the curtailment event and track curtailment compliance;

· Provide an interface for confirmation of nominations with the interconnecting pipelines electronically;

· Compare system capacity versus nomination requests in order to balance supply and demand and schedule system flows;

· Calculate receipt point capacities and post the information;

· Post critical pipeline operation and scheduling information including hourly and daily information;

· Post tariff filing information;

· Post affiliate transaction information;

· Trade delivery imbalances, gas commodity via city-gate pools, and storage volumes;

· Provide a venue for posting of ads to trade gas supply imbalances and other items for the marketplace; and

· View end-use customer gas usage generated from electronic meter reading devices.  

SoCalGas’ EBB functionality and required enhancements to support the primary transactions in association with the proposal in this application is similar to transactions processed and information provided by interstate pipeline EBBs. 

G.
SCHEDULE OF IMPLEMENTATION

The overall implementation of receipt point access and other services would take place over approximately twelve months following a final Commission decision approving SDG&E/SoCalGas rules and tariffs.  The overall implementation schedule is highly dependent on enhancements to information and computers systems (IT systems) that would commence upon a final Commission decision.   

The customer‑related implementation schedule below provides for information and education of end-use customers.  Customers are given adequate time to evaluate the new service offerings and make decisions regarding which receipt points they desire.  It also provides sufficient time for customers to work with their marketers and agents to arrange for participation on the customers’ behalf.  SDG&E/SoCalGas are planning that the customer‑related implementation of receipt point access and other services would take place over an approximate 12-month period.  The following is an estimation of the customer implementation schedule. 

///

///

///

///

///

	Day 1
	· Receive final CPUC Decision approving services and tariffs

	Days 2 -60
	· Hold informational meetings with end use customers, marketers, and other interested parties to explain receipt point access service, secondary market trading, off-system delivery services, city gate pooling services, and on-line receipt point access rights bidding system
· General Creditworthiness Packages made available to end-use customers, marketers and other interested parties

	Days –61 -120
	· Begin performing credit checks on the potential market participants

· Make available informational packages on receipt point access service, secondary market trading, off-system delivery services, and city gate pooling services
· Provide detailed information and training on on-line bidding system

	Days –121-160
	· Receipt point rights assigned to SoCalGas and SDG&E Gas Acquisition Departments to match their set-aside capacities



	Days –161 - 180
	· Pre-Open Season – Executed Master Base Agreements and creditworthiness requirements in place for end-use customers 

· Offer receipt point access rights to customers with set-aside capacity options (other wholesale customers, California producers on the North Coastal and Line 85 systems or connected to other systems where there are no specific receipt point or transmission zone specified, existing customer LTKs with receipt point specific requirements and CTAs)

	Day 181 – 200
	· Provide Maximum Bidding Rights quantities to all end-use customers 

· Receipt point rights to customers with set-aside capacity options (other wholesale customers, California producers on the North Coastal and Line 85 systems or connected to other systems where there are no specific receipt point or transmission zone specified, existing customer LTKs with receipt point specific requirements and CTAs) must make election to accept set-asides

	Days –201 - 220
	· Provide Receipt Point Access Contracts to SoCalGas and SDG&E and to all parties selecting set-aside options

	Days –221 - 230
	· Receive end-use customer designations of third parties capability to bid on their behalf

	Days –231 -240
	· Hold Open Season Step 2 (Round 1) – Receipt Point Access Rights

· Execute Master Base Agreements and creditworthiness requirements in place for Open Season Step 3 for potential open season participants


	Day 241
	· Close Round 1 of Open Season Step 2:  Receipt Point Access Rights assigned

	Day 245 
	· Post all remaining receipt point access capacities available for Round 2

	Days –246 - 255
	· Hold Open Season Step 2 (Round 2)

	Day 256
	· Close Round 2 of Open Season Step 2:  Receipt Point Access Rights assigned

	Day 257
	· Post all remaining receipt point access capacities available for Round 3

	Days 258 - 270
	· Hold Open Season Step 2 (Round 3)

	Day 271
	· Close Round 3 of Open Season Step 2:  Receipt Point Access Rights assigned

· Post Open Season – Step 2 results

	Day 275 
	· Post all remaining receipt point access capacities



	Days –276 - 285
	· Hold Open Season Step 3 Expansion Receipt Point Access

	Day 286
	· Close Open Season Step 3:  Receipt Point Access Rights assigned

	Day 287
	· Post all receipt point capacity awarded and remaining capacity 

	Days 288 - 300
	· Accept and award requests by participants to move specific receipt point access capacities

	Days –305 - 365
	· Train Users on firm rights nominations on SoCalGas’ EBB system



	Day 366
	· Implement receipt point access rights

· Implement changes to SoCalGas EBB system 

· Terminate SCE’s and SDG&E’s Wheeler Ridge Access Agreement 

· Customers to nominate firm and interruptible receipt point rights 

· Implement secondary market trading 

· Reduce deliveries to backbone receipt point contracts by a 0.28% fuel charge 

· Display additional operational and scheduling information on SoCalGas’ EBB system

· Implement pooling service at city gate 

· Allow customers to electronically trade receipt point rights on SoCalGas’ EBB system 

· Offer interruptible off-system delivery services


///

///

H.
IT SYSTEMS IMPLEMENTATION COSTS

SDG&E/SoCalGas estimate that it will cost $3.5 million to implement the services outlined in this application.  These expenditures are required to further enhance and modify SoCalGas’ EBB (Envoy), for the new scheduling procedures and secondary market trading of firm rights, its Customer Contract System (CCS) for management of the new Firm Receipt Points Access contracts, and its Noncore Customer Billing System (NCBS) to allow for the billing of the new services.  Where possible SDG&E/SoCalGas will use software and IT processes developed to implement the Commission approved firm rights proposal that was developed as part of the CSA.  
This concludes my testimony. 

�/ 	This procedure was adopted by the Commission in D.04-09-022.


�/ 	As stated by Mr. Watson.


�/ 	As described by Mr. Watson.  


�/ 	Including the wholesale customers’ noncore customers participating in the open season process.  


�/ 	As stated by Mr. Watson.


�/ 	As defined by Mr. Watson.  


�/ 	D.04�04�015.  


�/ 	D.04�04�015.  


�/ 	D.04�04�015.  


�/ 	As defined by Mr. Watson


�/ 	As stated by Mr. Watson.  


�/ 	Noncore customers eligible to terminate their GT-F contract are only those noncore customers with standard GT-F tariff contracts.  Customers with negotiated contracts or noncore customers located in potentially constrained areas are not eligible to terminate those agreements.


�/ 	Including the wholesale customers’ noncore customers participating in the open season process.


�/ 	D.04-09-022 and Resolution G-3382.  


�/ 	As described by Mr. Watson.


�/ 	Consistent with the protocols of the North American Energy Standards Board, title to gas flowing into the SDG&E/SoCalGas system will transfer from the holder of the transportation contract on the upstream pipeline to the customer under the RPAC at the point of interconnection between SDG&E/SoCalGas and the upstream pipeline.  


�/ 	As described by Mr. Watson.  





�/ 	Any transaction identified in this regard involves a transfer of title to the gas.  
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