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REPLY BRIEF OF
PACIFIC GAS AND ELECTRIC COMPANY [footnoteRef:2]/  [2: /	PG&E submits this reply pursuant to the Administrative Law Judge’s (ALJ) oral procedural ruling (Tr. Vol. 9, 1238:19).] 

Only two parties have criticized Pacific Gas and Electric Company’s (PG&E) proposed improvement to the Comprehensive Settlement’s treatment of receipt point capacity of Wheeler Ridge:  Kern River Gas Transmission Company (Kern River) and El Paso Natural Gas Company (El Paso).  In its Opening Brief, PG&E has already debunked the flawed criticisms these parties have made; PG&E therefore invites the ALJ to view PG&E’s Opening Brief as a reply to these parties.  PG&E makes the following points by way of emphasis.
At the outset, PG&E wishes to emphasize that it does not seek to undermine the Comprehensive Settlement.  PG&E merely proposes an improvement to that settlement which would reconcile the treatment of Wheeler Ridge capacity rights with the physical realities of the Wheeler Ridge receipt point and which would allow the market alone to determine the appropriate allocation of receipt point rights among the upstream interconnecting pipelines at Wheeler Ridge.  
Kern River claims PG&E’s proposal is based “on a patently erroneous assumption that the delivery capability of the Kern/Mojave facilities at Wheeler Ridge is limited to 500 MMcf/d.”[footnoteRef:3]/  Kern River continues to repeat this canard even now after hearing PG&E’s witness explain on the witness stand that the capacity of the Kern/Mojave interconnection is irrelevant to PG&E’s basic proposal.[footnoteRef:4]/  [3: /	Opening Brief of Kern River, p. 4.]  [4: /	Tr. Vol. 6, 676:16‑677:6 (PG&E - Hall); PG&E Opening Brief, 5:13‑19.] 

El Paso also argues that, “based on this assumption” (concerning the Kern/Mojave interconnection capacity), PG&E initially stated that “nominations would have to be curtailed down to 500 MMcf/d.”[footnoteRef:5]/  El Paso goes on to claim that “[b]ased primarily upon this objection, PG&E has proposed an alternative allocation of capacity rights at Wheeler Ridge.”[footnoteRef:6]/  [5: /	El Paso Opening Brief, p. 7.]  [6: /	Id; emphasis added.] 

If the Kern/Mojave interconnection capacity at Wheeler Ridge is 680 MMcf/d, then El Paso is correct:  there would be no need to “curtail down to 500 MMcf/d.”  And it is true that this circumstance was one of the concerns that induced PG&E to make its proposal.  It was not, however, PG&E’s “primary” motivation.
PG&E’s primary motivation in this case is to maximize the choices available to shippers who wish to move gas through the Wheeler Ridge receipt point.  That is why the interconnection capacity of the Kern/Mojave pipeline, whether it is 500 MMcf/d or 680 MMcf/d makes no difference to PG&E’s basic proposal.[footnoteRef:7]/   [7: /	PG&E’s Opening Brief, p. 7, lns. 5‑22.] 

In its Opening Brief, El Paso also states, “Under the Comprehensive Settlement, the Kern Mojave interconnect is referred to as ‘Wheeler Ridge (south)’ and the interconnects with PG&E and Oxy as ‘Wheeler Ridge (north).’”[footnoteRef:8]/  This is plainly wrong.  The Comprehensive Settlement describes Wheeler Ridge (north) as a “package” of “primary rights from any combination of [Kern/Mojave], PG&E or Oxy.”[footnoteRef:9]/  Similarly, the Comprehensive Settlement describes Wheeler Ridge (south) as a package of rights; it does not describe a physical interconnection point.[footnoteRef:10]/  As counsel for SoCalGas explained: [8: /	El Paso Opening Brief, p. 6.]  [9: /	Ex. 1, Appendix B, p. 2.]  [10: /	Id.] 


I am concerned we are getting confused here between the interconnection with Kern‑Mojave at Wheeler and what is defined under the Comprehensive Settlement as Wheeler Ridge South capacity rights.  They are not the same.[footnoteRef:11]/  [11: /	Tr. Vol. 4, 400:18‑21; emphasis added.] 


El Paso is apparently still confused by this issue.
Only PG&E’s proposal directly links the capacity rights at what it has called Wheeler Ridge North and Wheeler Ridge South to the physical interconnection locations and capacities.  In so doing, PG&E’s proposal ensures that customers have access to the total physical capacity at each interconnection on a primary firm basis.
The essence of PG&E’s proposal is quite simple:
· SoCalGas’ firm contracts at the Wheeler Ridge receipt point should specify either PG&E/Oxy or Kern/Mojave as the primary upstream interconnect.  Firm contract holders could access the other interconnect on a secondary firm basis.
· The Wheeler Ridge firm contracts that specify PG&E/Oxy as the primary upstream interconnect cannot, in total, exceed the capacity of the PG&E interconnect (520 MMcf/d).
· The Wheeler Ridge firm contracts that specify Kern/Mojave as the primary upstream interconnect cannot, in total, exceed the capacity of the Kern/Mojave interconnect (whatever that capacity is).
· All Wheeler Ridge firm contracts cannot, in total, exceed SoCalGas’s Wheeler Ridge take-away capacity (680 MMcf/d, according to the Comprehensive Settlement).
· The market alone should determine the allocation of Wheeler Ridge primary receipt point rights between the PG&E/Oxy interconnect and the Kern/Mojave interconnect. 
Finally, El Paso argues that the Comprehensive Settlement’s receipt point allocation scheme at Wheeler Ridge is more “flexible” than PG&E’s proposal because “520 MMcf/d of the 680 MMcf/d of firm capacity at Wheeler Ridge would be available to shippers . . . to use these rights on a primary basis to transport gas from any combination of pipelines interconnecting with SoCalGas within the Wheeler Ridge complex:  Kern/Mojave, PG&E or Oxy.”[footnoteRef:12]/  These rights to the 520 MMcf/d of capacity are, of course, the rights available in what the Comprehensive Settlement calls the Wheeler Ridge (north) package.  This “flexibility,” which inheres only in the Wheeler Ridge (north) package, is in fact one of the problems with the Comprehensive Settlement’s treatment of this issue.  As PG&E witness Hall explained: [12: /	El Paso Opening Brief, p. 8.] 


The WR‑North package would have greater flexibility than the WR‑South package because the former would offer the primary rights at both the PG&E/Occidental and Kern/Mojave interconnection receipt points whereas the latter would offer primary rights only at the Kern‑Mojave interconnection.  This would provide WR‑North contracts with greater value in the secondary market (and therefore greater value overall.)

This would result in a market distortion that would effectively limit the primary firm receipt point rights at the PG&E/Occidental interconnection to an amount less than the physically available 520 MMcf/d capacity.  This would unnecessarily reduce the ability of southern California gas customers to access Canadian gas supplies when this gas is competitively priced.[footnoteRef:13]/  [13: /	Ex. 700, 7:21‑8:7.] 

Adoption of PG&E’s proposed modification would eliminate the potential for such market distortions and reduced customer choice.
For all the reasons discussed in its briefs and testimony, PG&E urges the Commission to include PG&E’s modification to the Comprehensive Settlement’s allocation of receipt point capacity at Wheeler Ridge if the Commission adopts that settlement.

		Respectfully submitted,
		RANDALL J. LITTENEKER
		EDWARD V. KURZ
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PROOF OF SERVICE BY MAIL
I, the undersigned, state that I am a citizen of the United States and employed in the City and County of San Francisco; that I am over the age of eighteen (18) years and not a party to the within cause; and that my business address is Pacific Gas and Electric Company, 77 Beale Street, San Francisco, California 94105.
I am readily familiar with the business practice of Pacific Gas and Electric Company for collection and processing of correspondence for mailing with the United States Postal Service.  In the ordinary course of business, correspondence is deposited with the United States Postal Service the same day it is submitted for mailing.
On July 31, 2000, I caused to be served a true copy of:

REPLY BRIEF OF
PACIFIC GAS AND ELECTRIC COMPANY 
by placing it for collection and mailing, in the course of ordinary business practice, with other correspondence of Pacific Gas and Electric Company, on July 31, 2000, enclosed in a sealed envelope, with postage fully prepaid, addressed to:
All Parties in I.99‑07‑003
I certify and declare under penalty of perjury under the laws of the State of California that the foregoing is true and correct.
Executed on July 31, 2000.
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