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PREPARED REBUTTAL TESTIMONY OF JEFFERY C. FAWCETT
ON BEHALF OF TRANSWESTERN PIPELINE COMPANY
IN SUPPORT OF THE COMPREHENSIVE SETTLEMENT AGREEMENT
IN I.99-07-003

	This testimony is in response to statements made by witnesses on behalf of Kern River and the parties to the Post-Interim Settlement.
	Kern River's witness, Kirk Morgan, states that the Comprehensive Settlement's provisions granting secondary rights to new or expanded interconnections amounts to an effort to "discourage new pipeline interconnections."  Testimony of Kirk T. Morgan at p. 2, lines 18 – 23.  There is no basis for this statement.  On the contrary, the Settlement parties envisioned that future market conditions might warrant new supply interconnects and nothing in the Comprehensive Settlement precludes such interconnections from occurring.  The Settlement parties designed the receipt point protocol to allow interconnections while protecting existing shippers' primary firm rights from unnecessary disruption.  In fact, one of the chief benefits of the Comprehensive Settlement is that during the entire settlement period holders of SoCalGas backbone capacity are assured of a high level of stability and certainty for their backbone capacity entitlements.
	Mr. Morgan also states that the Comprehensive Settlement should be modified to allow new supply interconnections "primary firm receipt capacity, where such new interconnections do not degrade existing delivery capacity at the existing SoCalGas receipt points." Testimony at p. 3, lines 3 – 6.  The Comprehensive Settlement does not prohibit such an outcome. The Comprehensive Settlement parties simply envision that this matter and any other pertinent interconnection issues would be the subject of negotiations between SoCalGas and the new interconnection counterparty or would be determined in a separate Commission proceeding.
	The various parties supporting the Post-Interim Settlement presented the prepared direct testimonies of several witnesses as Exhibit 101 in this proceeding.  Witness Michel Peter Florio correctly observes that there have been serious concerns with respect to SoCalGas "windowing" procedures but incorrectly characterizes the primary/secondary receipt point protocol as a "resort to extreme measures."  Exh. 101 at p. 8, lines 8 – 12.  Mr. Florio ignores the fact that Transwestern and many other interstate pipelines have successfully operated their pipeline systems under a similar protocol.  The primary/secondary protocol is a proven workable solution.  Meanwhile, the receipt point protocol in the Post-Interim Settlement appears to be nothing more than a modified "windowing" procedure which does not offer a principled, long term solution to receipt point access on the SoCalGas system.
	Witness Catherine Yap states that "it may be possible to put a system of capacity rights into practice."  Exh. 101 at p. 13, lines 13 - 15.  Transwestern agrees that it is not only possible, but in fact the Comprehensive Settlement accomplishes this.  Transwestern agrees with this witness that customers are currently benefiting from competitively priced gas at the interstate/intrastate California border.  However, there is no evidence that the unbundling of SoCalGas' backbone system will reduce competition at the California border.  In fact, the Post-Interim Settlement fails to recognize that through the unbundling of intrastate transmission, an additional SoCalGas competitive trading point is created:  the SoCalGas city gate.  Therefore, customers will have more, not fewer, trading opportunities under the Comprehensive Settlement.
	Ms. Yap suggests that creating an intrastate city gate where gas supplies trade would create a "bottleneck situation" at the SoCalGas city gate.  Exh. 101 at p. 14, lines 7 – 10.  Transwestern disagrees.  The full 3,500 Mmcf/d of existing interstate capacity is available to supply the city gate market.  Most importantly, in addition to these supplies the entirety of SoCalGas storage withdrawal capacity (over 3 Bcf/d) would also trade at the city gate point.  In view of the storage opportunities created under the Comprehensive Settlement, this city gate capacity could increase even further.  So rather than creating a "bottleneck situation" at the city gate, SoCalGas customers could reasonably expect to enjoy even greater capacities at the city gate marketplace than currently available at the SoCalGas border.
	Additionally, Ms. Yap is incorrect that marketers could increase prices by withholding backbone capacity during alleged "constrained periods."  Exh. 101 at p. 14, lines 30 – 31.  The parties to the Comprehensive Settlement have ensured that SoCalGas has the opportunity and incentive to sell either operational available firm capacity or interruptible capacity at any time. If a firm backbone capacity holder is not utilizing its full capacity entitlements, SoCalGas will have the appropriate incentives to make capacity available to the marketplace.
	Ms. Yap observes that generators do not receive confirmation of their electric bid award from the California Power Exchange ("PX") until after the first gas nomination cycle. Exh. 101 at p. 17, lines 20 – 25.  This situation is easily managed under the Comprehensive Settlement primary/secondary protocol.  Firm primary receipt point capacity holders have full use of their backbone capacity through the first three nomination cycles.  That is to say, generators can bid competitively into the PX market and be certain that their SoCalGas primary access and backbone transmission service capacities will be available to them.  These certainties do not exist under the current "windowing" procedure or that contemplated by the Post-Interim Settlement.  Therefore, for purposes of both certainty and flexibility, the Comprehensive Settlement offers a real long term improvement for generators.
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