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BEFORE THE

PUBLIC UTILITIES COMMISSION

OF THE STATE OF CALIFORNIA

Investigation on the Commission’s Own Motion to Consider the Costs and Benefits of Various Promising Revisions to the Regulatory and Market Structure Governing California’s Natural Gas Industry and to Report to the California Legislature on the Commission’s Findings.



I.99-07-003

(Filed July 8, 1999)

DECLARATION OF CRAIG CHANCELLOR 
IN SUPPORT OF JOINT MOTION FOR APPROVAL OF

SETTLEMENT AGREEMENT TO IMPLEMENT CONSISTENT STATEWIDE NATURAL GAS REGULATION

I am Gas Regulatory Manager  with Calpine Corporation and was personally involved in the negotiations which led to the January 28, 2000 “Settlement Agreement to Implement Consistent Statewide Natural Gas Regulation” filed by the California Alliance for Competition.   Calpine and its affiliates own and/or operate several gas-fired power plants that generate electricity in California.  Calpine affiliates  also own proprietary natural gas pipelines, gathering and gas production in California.  Calpine has announced plans to construct, operate, and own significant amounts of new gas-fired electric generation in northern California and is actively pursuing development of new gas-fired electric generation in southern California.     On behalf of Calpine, I support the Joint Motion For Approval of the Settlement Agreement.  I have also executed a Declaration in support of the Settlement of Retail Issues For Sempra Energy and the Comprehensive Gas OII Settlement Agreement.

In Decision (D.) 99-07-015, the California Public Utilities Commission (“CPUC” or “Commission”) identified a number of promising options for continued restructuring of the California natural gas industry.  These options were summarized in Appendix C of that decision.   Calpine has been an active participant in this docket and testified extensively in the evidentiary hearings which resulted in D. 99-07-015.  The purpose of this Settlement Agreement to Implement Consistent Statewide Natural Gas Regulation (“Settlement Agreement”) is to address the most promising options and other issues presented in OII 99-07-003.  Specifically, the goal of this Settlement Agreement is to resolve SoCalGas issues that would otherwise be litigated in OII 99-07-003.

  This Settlement Agreement makes the following changes, some or all of which Calpine may utilize:

Cost and Rate Separation for Balancing Services

Electronic Trading of Imbalances and Imbalance Rights

Provide Details of Completed Transactions

Establish Hector Road as a Formal Receipt Point

Create Firm Tradable Intrastate Transmission Rights

Establish Secondary Market for Intrastate Transmission Rights

Create Firm, Tradable Storage Rights

Establish a Secondary Market For Intrastate Storage Capacity

Place Utility at Risk For Unused Storage Resources

Eliminate Core Subscription Service

Replace the Current "Windowing" Procedure

These changes are central to resolving differences between the two major California gas utilities.  They will help provide the structure and information needed to create a more efficient natural gas market in California as well as create new market mechanisms that will facilitate the trading Calpine believes is necessary for the market to function effectively.  They will also   improve the ability to choose only the services Calpine believes it needs and allow it to avoid costs for services it does not believe it needs.  In addition, the Settlement Agreement avoids the need for further litigation in this proceeding.

I believe that, this Settlement Agreement is in the public interest for the following reasons.

· The Settlement Agreement expands customer choice in gas markets which enables customers can better match the service level they require to their risk profile.

· The unbundling of transmission and storage and the establishment of a secondary market provides for additional liquidity by allowing additional service providers into the gas transportation market. 

· There is a savings of time and resources for all parties that would otherwise be spent in litigating the promising options identified in OII 99-07-003.

· The Settlement Agreement provides significant progress on the key issues that gave rise to the Commission’s promising options decision.
· Market efficiency and price discovery are enhanced for the trading of imbalances and capacity rights via an electronic platform.  Trading of “chips” representing imbalance rights allows customers and shippers to realize the value of assets that facilitate balancing.
· 
· The Settlement Agreement will encourage competition and innovation.

· 
· 
The Settlement is the end-result from a process of negotiation and bargaining among the parties.  It therefore represents a compromise and reflects the trade of position that each of the parties were willing to accept and specifically does not adopt changes desired by others that might adversely affect Calpine. 
For all of the foregoing reasons, I encourage the Commission to adopt the Settlement Agreement without change.

I am informed and believe that the matters set forth in this statement are true, and on that basis I declare under penalty of perjury that the foregoing is true and correct.

Executed this January 28th, 2000, at Alameda, County, California.

Craig Chancellor

Gas Regulatory Manager

Calpine Corporation
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