














Resolution G-3374 March 17, 2005
PG&E AL 2564-G/cpe

In its reply to Wild Goose, and in information provided to the Energy Division,
SPURR/ ABAG offers additional support for PG&E's proposal. Because usage
data needed to balance the core load it manages is provided by PG&E on short
notice, SPURR/ ABAG says it must balance gas supplies with little time to react.”
As a consequence, the balancing agent explained to the Energy Division that it
may need to buy or sell gas when market conditions are unfavorable.®8 An
alternative to this situation is for the balancing agent to utilize gas storage,
however this involves additional expenses. SPURR/ABAG argues that the gas
volumes it manages (several 1,000 MMBtu/day) does not aggravate OFO
conditions and that applying the OFO noncompliance charge exemption per
OFO event will mitigate problems associated with the receipt of information
needed for balancing gas supplies.

We find the contentions of PG&E and SPURR/ ABAG reasonable. Since the
amount of gas managed by small balancing agents represents such a low
proportion of gas usage systemwide, it follows that any impact these balancing
agents would have on gas imbalances under the exemption proposal would
likely be very small. Furthermore, as PG&E's analysis indicated, extending the
exemption to all balancing agents should not cause operational problems. As a
benefit, the proposed change should reduce the administrative burden on
balancing agents to manage gas supplies during an OFO and allow them to
avoid incurring related expenses. Moreover, as explained below, suitable
protections exist to restrict gas imbalances from becoming problematic.

Safeguards will remain in place which should limit the size of gas imbalances
under PG&E’s proposal.

7 In D. 03-12-061, the Commission adopted PG&E’s proposal to provide core procurement groups with the
Determined Usage forecast used to calculate compliance with flow orders on the morning of the gas flow day. Prior
to this, the Determined Usage forecast was provided on the day before the gas flow day (see D. 03-12-061, pp. 131
and 183). SPURR/ABAG noted that this situation is particularly troublesome for managing gas supplies during the
fall and spring when temperature fluctuations can make it difficult to accurately predict demand.

8 As an example, SPURR/ ABAG explained that under a high inventory OFO other balancing agents may be seeking
to sell gas resulting in depressed market prices, leading to losses.
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PG&E's proposal will leave in effect the following conditions published in Gas
Rule 14 intended to limit gas imbalances on the utility’s pipeline system.

First, the amount of OFO noncompliance charges that may be exempt will
remain unchanged at $1,000. Therefore, if the proposal is approved and a
balancing agent exceeds the $1,000 limit when an OFO is called, they are
responsible to pay the entire amount of the charges.

Second, the OFO “stage level” determines the tolerance band, which in turn
determines the amount of gas sheltered from OFO noncompliance charges. (The
OFO stage level also determines the noncompliance penalty.) The tolerance
band is set to correspond to the severity, or “stage”, of an OFO situation and may
be reduced to 0% under extreme conditions. As the tolerance band is lowered,
the amount of gas that may be exempt from the OFO noncompliance charge is
reduced.

Finally, the range of OFO noncompliance charges (from $0.25 to $25.00 per Dth
plus a gas price index factor) associated with the five OFO stages will
progressively limit the amount of gas falling under the $1,000 exemption.® As
higher OFO stages are called, the higher the corresponding OFO noncompliance
charge, reducing the amount of gas exempt from penalty.

We find that these protections provide PG&E with sufficient means to prevent
gas imbalances from building to a significant level if the proposal is adopted. As
a demonstration, using the most restrictive tariff provisions, PG&E could set the
tolerance band at 0% and call a Stage 5 OFO alert. Under these limitations, less
than 40 Dth of gas per balancing agent would be exempt from OFO
noncompliance charges (the OFO noncompliance charge under a Stage 5 OFO is
$25.00 per Dth plus the PG&E citygate price of gas). Based on the approximate
number of balancing agents (150} on PG&E's system, 10 the maximum amount of
gas imbalances that could remain on the pipeline network without penalty under
these conditions is less than 6,000 Dth per OFO, which should not create
operational problems.

9 PG&E determines which OFO stage to call according to the gas inventory levels in its pipeline system.

10 According to information provided to the Energy Division, the number of balancing agents on PG&E’s system can
fluctuate,
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In sum, we find PG&E’s proposal reasonable and, therefore, approve AL
2564-G.

As the foregoing discussion shows, PG&E's proposal should yield benefits to
balancing agents with little probability of compromising the reliability of PG&E's
pipeline system. Furthermore, existing safeguards will remain in place aimed at
preventing gas imbalances from causing operational problems if PG&E's
proposal is adopted. Since there is no need for further analysis, the protest of
Wild Goose is denied. Therefore, we find PG&E's request to apply the OFO
noncompliance charge exemption on a per OFO basis reasonable and approve
AL 2564-G. The AL will go into effect 10 days after the effective date of this
Resolution. In conclusion, we encourage the parties to take advantage of the
opportunity to resolve OFO related issues in the OFO Forum.

COMMENTS

Public Utilities Code section 311(g)(1) provides that this resolution must be
served on all parties and subject to at least 30 days public review and comment
prior to a vote of the Commission. Section 311(g)(2) provides that this 30-day
period may be reduced or waived upon the stipulation of all parties in the
proceeding.

The 30-day comment period for the draft of this resolution was neither waived or
reduced. Accordingly, this draft resolution was mailed to parties for comments,
and will be placed on the Commission's agenda no earlier than 30 days from
today. No comments were received.

FINDINGS

1. PG&E filed AL 2564-G on August 9, 2004 requesting authority to change Rule

14 of its gas tariff to apply the OFO noncompliance charge exemption per

OFQ, rather than on a monthly basis.

Wild Goose filed a protest to AL 2564-G on August 26, 2004.

PG&E filed a response to Wild Goose’s protest on September 2, 2004.

4. SPURR/ABAG filed a response to Wild Goose’s protest on September 2,
2004.
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5. Allowing the OFO noncompliance exemption to apply on a per OFO basis
should not create increases in gas imbalances to significantly impact PG&E
pipeline operations.

6. Allowing the OFO noncompliance charge exemption to apply per OFO
should reduce administrative burdens on balancing agents.

7. Provisions published in Rule 14 of PG&E’s gas tariff provide the utility with
the opportunity to suppress gas imbalance increases when operating
conditions warrant.

THEREFORE IT IS ORDERED THAT:

1. PG&E AL 2564-G is approved.

2. PG&E AL 2564-G shall go into effect 10 days from the effective date of this
Resolution.

3. The protest of Wild Goose is denied.

This Resolution is effective today.
I certify that the foregoing resolution was duly introduced, passed and adopted

at a conference of the Public Utilities Commission of the State of California held
on March 17, 2005; the following Commissioners voting favorably thereon:

STEVE LARSON
Executive Director

MICHAEL R. PEEVEY
PRESIDENT
GEOFFREY F. BROWN
SUSAN P. KENNEDY
DIAN M. GRUENEICH
Commissioners
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Subject: Revisions to Gas Rule 14—OFO Noncompliance Charge Exemption

Public Utilities Commission of the State of California

Pacific Gas and Electric Company (PG&E) hereby submits for filing revisions to its
gas tariffs. The affected tariff sheets are listed on the enclosed Attachment 1.

Purpose

PG&E proposes to revise Section E—OFO Noncompliance Charge Exemption, of
gas Rule 14—Capacity Allocation and Constraint of Natural Gas, to modify the
Operational Flow Order (OFO) Charge Noncompliance Exemption. The revision
will apply the OFO Noncompliance Charge Exemption on a per OFO basis, rather
than the current procedure that applies the exemption to the total monthly OFO
noncompliance charges.

OFO Forum

Decision (D.) 00-02-050—First interim Opinion of Partial Settlement Concerning
OFO Protocol on PG&E’s System, provided for establishment of an OFO Forum to
“...address on an ongoing basis, improvements and/or modifications to PG&E’s
balancing and OFO procedures...” [Oll 99-07-003 Section B.1]. On July 13, 2004,
PG&E hosted an OFO Forum with balancing agents and other interested parties
via teleconference to discuss a proposal for changing the Noncompliance Charge
Exemption. This proposal was originally submitted to PG&E by a Core
Procurement Group (CPG) and was supported by a number of other parties. This
filing reflects the results of that OFO Forum teleconference.

OFO Noncompliance Charges

Currently, if a Balancing Agent's’ total OFO noncompliance charges for a month
are equal to or below $1000, the noncompliance charge is “exempted” and the

A Balancing Agent is responsible for managing imbalances on the PG&E pipeline system. A Balancing
Agent can be a Core Procurement Group (CPG), a Noncore Balancing Aggregation Agreement (NBAA)
agent, an individual noncore customer, or a California Production Balancing Agreement (CPBA) agent.
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agent is not charged. However, if the total charges exceed $1000, the charges
are applied. The Rule 14 revision submitted herein would allow the exemption to
be applied to each OFO charge calculation instead of the monthly total of the
agent’'s noncompliance charges for all of the OFOs during a month.

Tariff Revisions - Gas Rule 14

The text revisions to the tariff language in Section E of Rule 14 (replacing “month”
with “OFQ”) are shown below:

" "“If a Balancing Agent’'s OFO noncompliance charge is calculated to be less than
or equal to $1,000 for any OFQ menth, the noncompliance charge will be
exempted and the charge will be zero.”

Protests

Anyone wishing to protest this filing may do so by sending a letter by August 26,
2004, which is 20 days from the date of this filing. The protest must state the
grounds upon which it is based, including such items as financial and service
impact, and should be submitted expeditiously. Protests should be mailed to:

IMC Branch Chief — Energy Division
California Public Utilities Commission
505 Van Ness Avenue, 4" Floor

San Francisco, California 94102
Facsimile: (415) 703-2200

E-mail: jjr@cpuc.ca.gov

Protests also should be sent by e-mail and facsimile to Mr. Jerry Royer, Energy
Division, as shown above, and by U.S. mail to Mr. Royer at the above address.

The protest should be sent via both e-mail and facsimile to PG&E on the same
date it is mailed or delivered to the Commission at the address shown below.

Pacific Gas and Electric Company
Attention: Brian Cherry
Director, Regulatory Relations

77 Beale Street, Mail Code B10C
P.O. Box 770000

San Francisco, California 94177
Facsimile: (415) 973-7226

E-mail: RxDd@pge.com
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Effective Date

PG&E requests that this advice filing become effective on October 1, 2004, which
is more than 40 days’ regular notice after the date of filing.

Notice

In accordance with General Order 96-A, Section llI, Paragraph G, a copy of this
advice letter is being sent electronically and via U.S. mail to parties shown on the
attached list. Address changes should be directed to Rose de la Torre at (415)

973-4716. Advice letter filings can be accessed electronically at:
http://www.pge.com/tariffs

Broer K Chrey /M

Director, Regulatory Relations

Attachments

cc: OFO Forum Members (via e-mail)
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E.

RULE 14—CAPACITY ALLOCATION AND CONSTRAINT OF NATURAL GAS SERVICE
(Continued)

OPERATIONAL FLOW ORDERS (OFO) (Cont'd.)
OFO NONCOMPLIANCE CHARGE EXEMPTION:

If a Balancing Agent’s OFO noncompliance charge is calculated to be less than or

equal to $1,000 for an OFO, the noncompliance charge will be exempted and the ()
charge will be zero. If the noncompliance charge is greater than $1,000, the

Balancing Agent will be responsibie for the full noncompliance charge; i.e., $1,000

will not be deducted from the calculated noncompliance charge. This exemption
provision only applies to OFO noncompliance charges.

As ordered in Decision 01-02-049, PG&E shall waive any OFO noncompliance
charges incurred by core customers whose gas is procured by PG&E if: 1) PG&E
has implemented an Involuntary Diversion of noncore gas supplies (see Section G,
below; and 2) due to PG&E’s lack of credit, PG&E is unable to procure sufficient
core gas supplies directly from suppliers.

OFO COMPLIANCE
OFO compliance and charges will be based on the following:

1. For a Noncore End-Use Customer with automated meter reading (AMR)
capability and for PG&E’s Electric Generation (EG) Department, compliance
during an OFO will be based on actual daily metered usage, and the calculation
after the OFO event of any applicable noncompliance charge will be based on
actual daily metered usage.

2. For a Noncore End-Use Customer without AMR capability (all or part non-AMR
capability at their premises), or for Noncore End-Use Customers with
non-functioning AMR meters, compliance during an OFO will be based on the
average daily quantity (ADQ) as specified in the Customer's NGSA. The
calculation of any applicable noncompliance charges after the OFO event will

~ be based on one of the following, whichever results in the lesser charge:

a) the Customer's ADQ; or
b) the Customer’s actual daily metered usage; or

c) when Customer’s actual daily metered usage is not available (e.g., due to
meter failure), the average daily metered usage for the affected premises
will be substituted for the actual daily metered usage. The average daily
metered usage is calculated by dividing the recorded monthly usage by the
number of days in the billing period.

(Continued)
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