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REPLY BRIEF OF CALPINE CORPORATION

Pursuant to Rule 75 of the California Public Utilities Commission’s (“Commission”) Rules of Practice and Procedure, and the schedule adopted by Administrative Law Judge Biren, Calpine Corporation (“Calpine”) hereby replies to the joint opening brief filed by Southern California Gas Company (“SoCalGas”) and San Diego Gas and Electric Company (“SDG&E”) and the opening brief filed by The Utility Reform Network (“TURN”) on the settlement filed by SoCalGas and other parties on April 17, 2000 (“Comprehensive Settlement Agreement”).  Calpine is a signatory to the Comprehensive Settlement Agreement.  Calpine submits this reply brief for the limited purpose of responding to statements and assertions in the SoCalGas/SDG&E and TURN opening briefs regarding the provisions of the Comprehensive Settlement Agreement with respect to the agreement reached by the parties on the issue of potential future direct connection to SoCalGas’ backbone transmission system.

The Comprehensive Settlement Agreement clearly encapsulates the settling parties’ intent to defer the issue of direct connection for future negotiation or action by the Commission.  Further, no evidence on the costs and benefits of such direct connections has been presented in this proceeding.  Therefore, the Commission should not reach any conclusion regarding direct connection in this proceeding, but should adopt the Comprehensive Settlement Agreement.

I. THE COMPREHENSIVE SETTLEMENT AGREEMENT IS CLEAR THAT DIRECT INTERCONNECTION IS NOT ADDRESSED

The Comprehensive Settlement Agreement unbundles the SoCalGas system by separating the costs and services of backbone transmission, local transmission, storage and balancing.  The Comprehensive Settlement Agreement states that it “does not address the issue of whether customers can directly connect to SoCalGas’ backbone transmission system, and if they do so, whether they must pay any or all of SoCalGas’ charges other than charges for backbone transmission service.”  Comprehensive Settlement Agreement at § 1.1.3.10.  The Comprehensive Settlement Agreement explicitly states that the issue of direct connection to the backbone system and the attending rate issues are “left to the Commission to decide if and when it chooses to do so” and no party is prevented from “seeking or opposing any resolution of these issues by the Commission.”  Id.  Section 1.1.3.10, like other sections of the Comprehensive Settlement Agreement, reflects a specific compromise reached between the parties and indicates the clear intent of the settlement parties that the issue of direct interconnection is outside the parameters of the Comprehensive Settlement Agreement.

II. THE COMMISSION SHOULD DISREGARD THE COMMENTS OF SOCALGAS/SDG&E AND TURN REGARDING DIRECT CONNECTION

A. SoCalGas/SDG&E’s Comments Do Not Proscribe Direct Connection to the Backbone

Despite the express language of the Comprehensive Settlement Agreement, SoCalGas/SDG&E state:  “[l]ike the PG&E system, under the Comprehensive Settlement the SoCalGas local transmission system remains bundled in rates.”  SoCalGas/SDG&E Opening Brief at 10.  SoCalGas/SDG&E further note that “[t]he SoCalGas rights are from a specific receipt point to any interconnection of the backbone transmission system with the local transmission system or distribution facilities, or with storage.”  Id., at 12.  This language should not be inferred to mean that the Comprehensive Settlement Agreement proscribes deliveries to a customer directly from the backbone or deliveries made at other interconnection points such as those between PG&E or interstate pipelines.  The Comprehensive Settlement Agreement clearly reserves the issue of direct connection and any attendant rate issues to further negotiation or a separate proceeding.  Therefore, SoCalGas/SDG&E’s brief should not be interpreted as precluding a customer from seeking access to any one or a combination of unbundled services in the future, including firm transportation on the backbone system exclusively.

B. TURN’s Discussion of Direct Connection Issues Is Unsupported by Any Evidence in this Proceeding

In its opening brief, TURN asserts that deregulation poses the “risk” of utility stranded costs and cost shifting.  TURN recognizes that the Comprehensive Settlement Agreement “explicitly declines to address the question of whether customers who connect to the backbone system could bypass the costs of local transmission or distribution.”  TURN Opening Brief at 39.  Nevertheless, TURN concludes that “[i]f cost bypass is allowed, the result is to shift more of the system fixed costs onto remaining customers.”  Id., at 39-40.

TURN draws this conclusion without the benefit of any evidence to support its position.  Absent TURN’s passing statements regarding the likelihood of parties seeking bypass under the Comprehensive Settlement Agreement versus the Post-Interim Settlement
 and its unsupported statements in its opening brief, no party has presented any factual evidence on the issue of direct connection.  Therefore, there is no evidence or substantive testimony regarding the costs associated with direct connection of new or existing load to the unbundled backbone system, no evidence on the issue of what, if any, costs would be stranded, what amount of throughput could or could not avoid the SoCalGas local transmission system, what load is already directly connected to the backbone, or whether direct interconnection might increase SoCalGas’ throughput by encouraging new load.  During the evidentiary hearings, TURN’s Michel Florio simply postulated that there would be increased risk associated with the unbundling of the SoCalGas system while offering no supporting facts to quantify this asserted risk.  Further, TURN cites no evidence to support its conclusion that core customers’ share of local transportation costs would increase if the backbone is unbundled.  As there is no evidence before this Commission regarding the costs or benefits of direct connection to SoCalGas’ backbone system, the Commission should not reach any conclusions precluding direct connection to the backbone in this proceeding.

TURN also expresses concern for future potential bypass of the SoCalGas system by interstate pipelines.  TURN Opening Brief at 40-41.  TURN concludes that bypass by interstate pipeline may result in potentially higher costs to residual ratepayers.  TURN fails to take into account the impact the imposition of unnecessary costs for unused services, such as local transmission costs for direct connection customers, would have on the likelihood of customers bypassing SoCalGas in favor of interstate pipelines.  The risk of bypass by interstate pipelines might well result in greater harm to the remaining residual customers than the perceived risk of bypass of the local transmission system.  In any event, no evidence is before the Commission on this issue.

III. CONCLUSION

The Commission should adopt the Comprehensive Settlement Agreement and reject TURN’s speculative conclusions regarding the impact of the Comprehensive Settlement Agreement on direct connection to the backbone.  TURN’s conclusions are without merit and unsupported by any evidence presented in this proceeding.  The Commission should also refrain from interpreting SoCalGas/SDG&E’s brief on “bundled” local transmission as precluding direct interconnection to the backbone pipeline.
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� Calpine is also a signatory to the Rebuttal Brief of the Indicated Electric Generators.


�  During the evidentiary hearings, Michel Florio testified that the Post-Interim Settlement does not allow for the possibility of direct connection or bypass and, therefore, the threat of bypass is greater under the Comprehensive Settlement Agreement.  See, Hearing Transcript at 104:22-105:6; 237:22�240:26.
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