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I.  
INTRODUCTION

Pursuant to Rule 75 of the Rules of Practice and Procedure of the California Public Utilities Commission (“CPUC” or “Commission”), the Indicated Producers submit this Reply Brief in the above-captioned proceeding.  In particular, this Brief responds to assertions contained in the Opening Brief of the Southern California Generation Coalition (“SCGC”) relating to the potential of third party manipulation of receipt point capacity under the Comprehensive Settlement (“CS”) filed in this proceeding.  The Indicated Producers rely on the evidence and testimony presented in this proceeding to maintain that the CS enables customers to obtain capacity or their peak gas supplies through numerous mechanisms in a market designed to promote liquidity.  

II.
DISCUSSION

SCGC expresses concern for the potential ability of third parties to manipulate bottleneck capacity in order to drive up both capacity prices and downstream citygate gas prices.  (Opening Brief of SCGC, July 10, 2000, p. 27.)  SCGC then proceeds to rebut the alleged argument of CS supporters that interruptible capacity and the forty percent market concentration limit will suffice to prevent third party control over bottleneck facilities.  (Id.)  It is true that under the CS SoCalGas is not required to sell on an interruptible basis firm capacity that is not nominated by the capacity holder in a timely manner.  SCGC, however, ignores the built-in incentive that SoCalGas has in selling firm capacity in the interruptible market.  (CS, Ex. 1, §1.1.3.7.)


SCGC also characterizes the forty percent market concentration limit as an ineffective and easily thwarted attempt to limit market concentration.  (Opening Brief of SCGC, at pp. 29-31.)  The forty percent market concentration limit is a term of the CS that was agreed upon by CS signatories as part of the settlement process.  Indeed, SCGC admits that the forty percent market concentration limit is an improvement upon the Gas Accord, in that the Gas Accord contained no market concentration limits.  (SCGC/Yap, Tr. vol. 2, p. 216:7-14.)  SCGC testified that, although there are no market concentration limits or other market concentration controls in the Gas Accord, they are unable to cite “any specific evidence that there has been any anticompetitive behavior on the PG&E system [or at the citygate].”  (Id., at p. 216:26-27.)  And even though the forty percent market concentration limit does not apply to open seasons beyond the initial Open Season, even SCGC admits that customers have numerous options under which to purchase backbone receipt point capacity and sufficient gas supplies.  (Id., at pp. 218:13 – 225:15.)    

SCGC next argues that the Open Seasons procedures of the CS would prevent noncore customers from obtaining the capacity sufficient to meet their peak requirements.  (Opening Brief of SCGC, at pp. 31-42.)  This argument, however, is shortsighted.  It fails to look beyond but half of the numerous options under which customers may obtain capacity on the SoCalGas backbone transmission system or to meet seasonal peak requirements for gas.  SCGC cites in its Opening Brief the open season process, the interruptible market, and the secondary market as inadequate sources from which to purchase backbone capacity.  (Id.)  But SCGC forgot to include other options that itself conceded were available to noncore customers under the CS.  Testifying for SCGC, Ms. Yap stated that in addition to the open season process, the interruptible market, and the secondary market, EG customers can also meet their firm peaking requirements by obtaining gas supplies at the citygate, through third party balancing, or by arranging for storage.  (SCGC/Yap, Tr. vol. 2, pp. 218:13 – 226:15.)  The drafters of the CS viewed these options as part of an integrated system of options.  They did not view each option as discrete and mutually exclusive of each other.  Rather, theese options were designed to supplement each other and contribute to overall liquidity.  

III.
CONCLUSION

For the reasons stated above and in its Opening Brief of July 10, 2000, the Indicated Producers respectfully urge the Commission to consider as a whole the whole range of options under the Comprehensive Settlement that suffice to enable individual noncore customers to meet their respective peak receipt point intrastate capacity requirements throughout the year.  
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