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PREPARED DIRECT TESTIMONY

OF PAUL BORKOVICH

I. PURPOSE

The purpose of my direct testimony on behalf of Southern California Gas Company

(SoCalGas) and San Diego Gas & Electric Company (SDG&E) is to:

1y
2)
3)
4)
5)

6)

7)

8)

provide background information on the curtailment rules currently in effect on
the SoCalGas and SDG&E systems;

request approval to eliminate the curtailment advice filing requirement for
SoCalGas;

request approval to eliminate the Service Interruption Credit requirement for
both SoCalGas and SDG&E;

request approval to modify the provisions relating to trading of curtailments
among customers;

request approval to eliminate the diversion of customer-owned gas provisions
for both SoCalGas and SDG&E;

request approval of tariff modifications presented in Attachment A to
implement new localized curtailment rules proposed by SoCalGas and
SDG&E;

provide an estimate of the information systems cost to implement the
localized curtailment procedure for SoCalGas and SDG&E; and

propose the rate treatment for curtailment noncompliance charge revenue.

IL. BACKGROUND

A.

Capacity Brokering Proceeding Curtailment Rules

Prior to the deregulation of the natural gas industry, gas priorities for bundled service

were established based on the customers’ end use and their ability to burn alternative fuels. The

lowest priority was given to the Utility Electric Generation (UEG) customers. UEG and other

noncore customers were required to maintain adequate backup fuel supply on-site to continue

operations when curtailed.

In the early 1990s the California Public Utilities Commission (Commission) significantly
revised California gas utility curtailment rules in the Capacity Brokering Decisions, D.91-11-025

and D.92-07-025. SoCalGas, SDG&E, and PG&E were ordered to offer transmission service
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unbundled from interstate transmission and commodity service to noncore customers. Priority of
Service on the respective gas utility systems was revised as follows:

1. Priority 1 core service;

2. Priority 2A core service;

3. Firm noncore intrastate service;

4. Interruptible noncore transmission service.

Interruptible noncore transmission service was to be curtailed on a percent of default rate
basis, with customers who pay the lowest percentage of default rate being curtailed first.
Interruptible customers paying the same rate shall be curtailed on a pro rata basis with the
exception that UEGs always be curtailed prior to cogenerators.

For firm noncore transmission service, SoCalGas and SDG&E were required to rotate
curtailments among firm transmission customers in order to minimize the number of curtailment
episodes experienced by any one customer. The one exception to this principle was that all firm
UEGs were to be curtailed first before any firm cogenerators are curtailed during each episode.
The firm transmission curtailment rotation system has proved itself to be impractical and
administratively burdensome. Fortunately, it has not been used much.

B. PG&E Gas Accord

PG&E was the first California gas utility to move away from the curtailment rules
enacted in the Capacity Brokering proceedings by further unbundling intrastate transmission
service offered to its noncore customers. The PG&E Gas Accord (D.97-08-055) unbundled
intrastate transmission service into backbone transmission service and local transmission service.
It provided all noncore customers with the opportunity to acquire priority on an equal basis,
including UEGs and cogenerators. Under the unbundled market structure adopted in the Gas

Accord, PG&E noncore customers’ priority of service is largely determined by contract rights,

except on the local transmission systems. In the event of a constraint on a local transmission



10

11

12

13

14

15

16

17

18

19

20

system requiring a reduction in load, noncore customers located on such a system are curtailed
on a pro rata basis.'

C. SoCalGas/SDG&E Capacity OII

On November 2, 2000, the Commission ordered an investigation (I.00-11-002) into the
adequacy of the SoCalGas and SDG&E systems to serve present and future gas requirements.
The first interim order issued in the proceeding after the original OII (D.01-06-008) modified
SDG&E’s curtailment procedure adopted in the Capacity Brokering Proceeding to administer
curtailment by first curtailing electric generators on a pro rata basis and then second on a rotating
block basis for firm cogeneration, commercial and industrial customers. SDG&E was also
ordered to allow the reallocation of curtailment among electric generation customers based on
their respective need to fulfill reliability must run (RMR) contract requirements then in existence
in 2001.%

Final Order D.02-11-073 established reliability standards for the SDG&E gas system’
and the SoCalGas local transmission systems; * procedures for the allocation of firm service on
the SDG&E system’ and constrained areas on the SoCalGas system;’ and a Service Interruption
Credit for SDG&E. ’

D. Electric Generation Priority OIR

On March 15, 2001 the Commission initiated a rulemaking (R.01-03-023) to examine
whether the priority of service for gas-fired electric generators should be higher than the priority

for other noncore gas customers. The issue of whether natural gas service to electric generators

' R.01-03-023, PG&E Opening Comments at 9.
*D.01-06-008, mimeo., at 5.

* D.02-11-073, mimeo., at 48 (Ordering Paragraph 1).
* Id. at 49 (Ordering Paragraph 10).

> Id. at 48 (Ordering Paragraph 4).

°Id. at 34.

" Id. at 49 (Ordering Paragraph 5).



10

11

12

13
14
15
16
17
18

19
20
21

22
23

24

25

should be preserved during the current electricity crisis then in effect was determined to be a
timely issue for the Commission to address. The order instituting rulemaking further opined that
if gas supplies intended for electric generators were curtailed or diverted to serve higher priority
customers, the result would be less electricity generated in California.®

R.01-03-023 was limited to PG&E and SoCalGas. SDG&E was excluded from this
proceeding since the issue of electric generation priority in the SDG&E service area was one of
the subjects of .00-11-002.” In the Commission’s decision in R.01-03-023, the Commission
declined to elevate the priority of electric generators over the priority of other noncore customers
in PG&E’s and SoCalGas’ service territories.'’ In reaching this conclusion, the Commission

stated that “our discussion has shown that it is not practical, not efficient, and not fair to provide

911

electric generators with priorities over other gas customers.”" The Commission also determined

that:

Electric generators with gas in storage can generally avoid gas
supply curtailments, even when supplies are short by placing gas
into storage. Having gas in storage, however, will have no effect
on reducing or eliminating curtailments caused by inadequate
transportation capacity to deliver stored gas to the electric
generator.'?

The link between a change in gas curtailment policies and the
avoidance of blackouts is weak. In the event of a shortfall, CGC’s
proposed priorities could curtail gas customers that are not electric
generators even when no blackouts are imminent."

The Commission did request a second round of comments in that rulemaking to consider

whether setting priorities to allocate gas within the class of electric generators may serve the

¥ R.01-03-023, mimeo., at 2.

’Id. at5.

D.01-12-019, mimeo., at 35 (Conclusion of Law 1)
"'Id. at 18.

"2 Id. at 33 (Finding of Fact 5).

1 Id. at 33 (Finding of Fact 9).
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public interest at times of gas curtailment citing the special role that “must-run-plants ““ can play
when they are dispatched to preserve system reliability."*

In its comments SoCalGas opposed providing special priority allocations to reliability
must run facilities because it would create uncertainty and impose tremendous implementation
difficulties. A group of electric generators calling themselves the Joint Commentators disagreed
citing the system adopted for SDG&E in D.01-06-008 as a superior alternative. They supported
a prorata approach to curtailment that would allocate available supply among eligible electric
generation customers who had elected firm service and would curtail interruptible customers
before firm service customers. The Joint Commenters also argued that any curtailment system
affecting electric generators must accommodate the electric system’s reliability requirements."

The Commission closed the proceeding with D.02-07-029 by once again declining to
modify the service priorities to electric generators on both the SoCalGas and PG&E systems.'°
D.02-07-029 did note that pro rata rationing of service among members of a common service
class had already been adopted for PG&E and SDG&E and was under consideration for
SoCalGas in the SoCalGas BCAP (which was subsequently withdrawn in May 2003)."” The
Commission also found that the stability of the electric grid depends not only on the quantity of
electricity generated by an electric generator, but also on the location of the electricity.'®

E. SoCalGas Firm Access Rights (FAR)

In December 2006, in D-06-12-031, the Commission adopted a system of firm access
rights (FAR) for SoCalGas and SDG&E that effectively unbundled priority rights at system

receipt points from intrastate transmission service. The FAR system enabled all credit-qualified

' Id. at 35 (Ordering Paragraph 2).
" D.02-07-029, mimeo., at 7.

' Id. at 14 (Conclusion of Law 1).
" 1d. at 10.

'8 Id. at 13 (Finding of Fact 5).
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market participants to hold firm scheduling rights at a specific receipt point and zone, and
transport their supply on a firm basis to the SoCalGas and SDG&E City Gate. Adoption allowed
the FAR customer to determine the choice of gas supply that will flow through a receipt point
based on their FAR contract rights. It moved the selection of scheduling priority at a SoCalGas
receipt point from the upstream pipeline to the downstream contract rights of the FAR customer
on the SoCalGas and SDG&E system and separated customer priority on the backbone system
from service level and end use priority designations at the meter.

In its decision in a related FAR Update proceeding (D.11-04-032), the Commission
adopted further refinements to the FAR system including the renaming of FAR to Backbone
Transportation Service (BTS) and the adoption of cost-based BTS rates.

F. Omnibus Proceeding

In 2007, the Commission approved the implementation of revisions to the natural gas
operations and service offerings of SoCalGas and SDG&E relating to core procurement
operations, unbundled storage, and operational transparency in the so-called Omnibus
proceeding."” Specific revisions adopted by the Commission in that proceeding included:

e (Consolidation of the SoCalGas and SDG&E core portfolio.

e Requiring all customers, including the core, be subject to transportation imbalance
requirements and OFOs.

e Transferring the management of minimum flow requirements to the System
Operator.

e Required posting of information on hub and core storage inventory positions.

e Establishment of a fifth nomination cycle to facilitate the management of
transportation imbalances for customers with firm storage rights.

G. Low OFO and EFO Procedures

On June 11, 2015, the Commission approved SoCalGas and SDG&E’s proposed Low

¥D.07-12-017
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Operational Flow Order (OFO) and Emergency Flow Order (EFO) procedures.”” These
procedures allow SoCalGas and SDG&E to replace winter balancing and standby curtailment
procedures with new tools to better manage potential system-wide supply shortages resulting
from under-scheduling of gas deliveries by customers and their balancing agents.

III. ELIMINATION OF CURTAILMENT ADVICE FILINGS

SoCalGas is currently required to submit an advice letter to Energy Division within 24
hours of a curtailment announcement. No other gas utility under the Commission’s jurisdiction
has this requirement. SoCalGas is requesting that this requirement be removed from its tariff.
This curtailment advice filing requirement was adopted in D.91-09-026 as one of the outcomes
of the SoCalGas 1988-89 reasonableness review.

In August 1988 transportation service for noncore customers was in its infancy. Noncore
customers could choose to transport gas supplies only on an interruptible basis across potentially
constrained interstate and intrastate pipeline systems backstopped by a noncore gas portfolio
whose administration sometimes conflicted with noncore customer’s interruptible transportation.
Noncore customers were not required to nominate bundled service requirements nor were they
held to any monthly or daily balancing requirements when transporting their own supply.
Noncore customer transmission service nominations were subject to trimming when SoCalGas’
procurement activities required use of the backbone system to inject gas into storage and to meet
bundled core and noncore commodity requirements.

The Commission also recognized back in 1991 when this requirement was issued that
“the gas industry structure is changing, and hopefully some of the problems that have been

occurring on SoCalGas’ system will be improved.”' The persistent existence of slack capacity,

2D .15-06-004.
21D .91-09-026, mimeo., at 34.
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and the structural changes described in previous sections of my testimony implemented since
1991 have created a more stable and predictable operating environment for all customers and
their suppliers to transport and store natural gas to meet their respective requirements. The use
of modern communication technology not available in 1991 including but not limited to the
immediate posting of information and notices on the SoCalGas electronic bulletin board (EBB)
provides a much faster and efficient means to notify customers of a curtailment in comparison to
an advice letter filed 24 hours after the fact. SoCalGas believes that this requirement is now
redundant and proposes that it be deleted from its tariff. SoCalGas and SDG&E will continue to
notify customers of curtailment events through their EBB.

IV.  ELIMINATION OF THE SIC REQUIREMENT

Commission Order D.91-11-025 authorized the implementation of a Service Interruption
Credit (SIC) on the SoCalGas system that became effective for a 10-year period, from August 1,
1993, through July 30, 2003. Since the SoCalGas SIC has expired, it should be removed from
SoCalGas Rule 23.

Commission Order D.02-11-073 established a similar SIC on the SDG&E natural gas
system for a 10-year period, from May 1, 2003, through April 30, 2013. Since the SDG&E SIC
has expired, it should be removed from SDG&E Rule 14.

V. MODIFICATION OF EXISTING CURTAILMENT TRADING PROVISIONS

In the Capacity Brokering Implementation Decision (D.92-07-025) the Commission
approved a proposal to allow intrastate customers to be permitted to “transfer or reallocate gas
diversions among themselves.””* Since then the Commission adopted the PG&E Gas Accord in
1998 that eliminated this option for customers on the PG&E system. The Commission then

approved the SoCalGas and SDG&E FAR system that included mechanisms to allow customers

221D.92-07-025, mimeo., at 47.
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to broker and exchange BTS rights purchased from SoCalGas with other creditworthy parties.
For this reason SoCalGas and SDG&E are requesting that the respective tariff sections
authorizing the transfer of intrastate curtailment be modified to 1) limit transfers to trades
between noncore non-EG and noncore cogeneration customers located within the same Local
Service Zone; and 2) not apply to dispatchable electric generation customers.

SoCalGas and SDG&E propose to not allow dispatchable electric generation customers
to trade curtailment priority because it would not allow the gas-electric coordination process to
work. The identity and operating status of a dispatchable electric generator must be known in
order to maintain reliable communications between gas system and electric grid operators
concerning electric generation demand, especially during times of system stress when
curtailment is being considered as a possible option, and most certainly once it is implemented.
VI. ELIMINATION OF THE DIVERSION OF CUSTOMER-OWNED GAS POLICY

The Commission established a policy for the diversion of customer-owned gas as part of
the Capacity Brokering process. When this policy was adopted, utility nomination and
scheduling processes were performed once per day at least one day in advance for gas
transported Tuesday — Saturday and up to three days in advance for gas transported on Sunday,
Monday and Tuesday if Monday was a holiday. Intraday nomination and scheduling processes
were not yet in existence. As a result, transportation customers in this era had no means to adjust
their scheduled deliveries when curtailed. Because these customers had no options, the
Commission authorized a diversion policy to provide a mechanism for compensation.

Times have changed. Nomination and scheduling processes have significantly improved
since the early 1990s. Customers can now nominate gas supply for delivery to the SoCalGas and

SDG&E systems through the use of two day-ahead scheduling cycles (Timely and Evening);
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two, soon to be three intraday cycles (Intraday 1,2 and 3) during the gas day; and one imbalance
resolution cycle (currently Intraday 3, soon to be Intraday 4) for customers holding firm storage
rights. Today, customers who are ordered to curtail have no obligation to maintain deliveries to
their facility and can instead sell their gas supplies and nominate for delivery to another party in
the next available scheduling cycle. For these reasons the diversion policy is out of date and
should be removed from both SoCalGas and SDG&E’s tariffs.

VII. REQUESTED TARIFF MODIFICATIONS

As described in the direct testimony of Mr. Watson and Ms. Marelli, SoCalGas and
SDG&E are proposing revised curtailment rules. Redline changes to the affected rules and rate
schedules for SoCalGas and SDG&E to implement the revised curtailment rules can be found in
Attachment A to this testimony.

The gas transmission systems of SDG&E and SoCalGas are operated on an integrated
basis under integrated transmission rates. But each utility continues to serve its respective end
use customers under separate tariff rules using separate curtailment administration systems. For
that reason I am sponsoring rule and rate changes for both SoCalGas and SDG&E in order to
implement a revised local service curtailment system on a consistent basis across the entire
integrated gas transmission system.

SoCalGas Tariff Rules requiring modification are Rule 1, Rule 23, Rule 30, and Rule 41.
SDG&E Gas Tariff Rules requiring modification are Rule 12, 14, Rule 25, and Rule 30.

A. Proposed SoCalGas Rule 1 Modifications
SoCalGas Rule 1 definitions will be added for Dispatchable Electric Generation, Electric

Grid Operators and Local Service Zones. These definitions are as follows:

10
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Dispatchable Electric Generation: Electric Generation customers who operate in response

to dispatch orders from Electric Grid Operators.

Electric Grid Operators: California Independent System Operator (CAISO), Los Angeles

Department of Water and Power (LADWP), and Imperial Irrigation District (IID).

Local Service Zone: A geographic area within the integrated SoCalGas and SDG&E

system from which local service is provided whose boundaries are described in the map

section of the Utility tariff.

B. Proposed SoCalGas Rule 23 Modifications

Section A

Utility authority to shut off gas service to customers who fail to comply with an order to
curtail is added to this section.

Section B — Priority of Service

Firm and interruptible service distinctions are removed per the prepared direct testimony
of Ms. Marell..

References to Off System Delivery service are deleted and moved to Rule 30 because
OSD is a service limited to the backbone transportation system. The allocation of backbone
transportation services are specified in Rule 30.

New curtailment steps are described including the reallocation of service to dispatchable
electric generation load on a best efforts basis by Utility in Steps 2 and 4.

Section C.1. — Effectuation of Curtailment

Local Service Zones are added to the introductory paragraph as the basis for a localized

curtailment event.

11
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Both interruptible and firm OSD are removed from the curtailment queue because, as
explained in the prepared direct testimony of Mr. Watson, they are subject to the scheduling
procedures in Rule 30.

Interruptible and firm withdrawal services are removed from the queue because they are
allocated on a scheduled basis and do not increase capacity available for local service.

Interruptible and firm transmission intrastate service distinctions are removed from the
queue. Intrastate service is renamed Local Service to better describe the unbundled service
subject to allocation under Rule 23.

Section C.2. — Curtailment of Firm Intrastate Service

This section is eliminated due to the elimination of Firm Intrastate Service.

Section C.3. — Transfers of Intrastate Curtailment

This section is modified per Section V of my testimony.

Section C.4. — Operating Emergency Declared By A Customer

This section is updated to reflect the elimination of rotating block curtailments.
Preferences for Critical Customers are retained.

Section C.5. — Intrastate California Produced Supply

This section was made obsolete by implementation of FAR and should be deleted from
Rule 23. Under FAR, gas supply from California producers in the SoCalGas service territory
must first be received into the backbone transportation system before it can be scheduled to an
end use customer’s burn account. Under FAR, California producers are given the opportunity to
procure firm BTS rights in the Step 1 set-aside round of the triennial BTS open season which

provides them with the highest priority on the SoCalGas and SDG&E backbone system.

12
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Section C.6. — Restoration of Service

The reference to the restoration of firm intrastate service is eliminated.

Section D. Diversions of Customer-Owned Gas

This section is eliminated per Section VI of my testimony.

Section E. Curtailment Due to Emergency Conditions

No modifications are proposed to this section.

Section F. Service to Unaffected Local Service Zones (formerly Localized
Curtailment)

Section F retains the last sentence allowing customers in unaffected Local Service Zones
to continue to receive service when service is curtailed in a Local Service Zone.

Section G. System Maintenance and Repair

SoCalGas is deleting the portion of this section that specifies that curtailments during
scheduled maintenance outages will follow the firm and interruptible service order for intrastate
service since there will no longer be separate firm and interruptible curtailment orders. This
section eliminates duplicative provisions, clarifies that the existing 10-day notice provision
relates to initial notices, and adds language to enable SoCalGas and customers affected by such
curtailments to mutually agree on a curtailment order different from the prescribed curtailment
order.

Section H. Utility Electric Generation Service

Section H is updated to allow for the reallocation of local service capacity during a
curtailment affecting electric generation customers to avoid electric load curtailment by electric

grid operators.

13
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Section I. Wholesale Service

Section I is modified to eliminate the negotiation of timing and extent of curtailments for
wholesale customer’s noncore loads. The existing language to be deleted was applicable when
curtailments were administered to maintain storage inventory levels to meet core customer peak
day demands. This practice has not been applicable since 1993.

Section J. Curtailment Violations

Curtailment violations are currently levied based on when the end-user is not in
compliance with the curtailment order. The violation fees increase based on when the
noncompliance occurs. Customers failing to curtail on request will be assessed a penalty of
$1.00 per therm for the initial 5 hours of the Customer's operating day, $3.00 per therm for hours
6 through 8, and $10.00 per therm for hours 9 through the end of the curtailment episode. The
penalty applies to all gas quantities determined by SoCalGas to be in violation of curtailment.
For simplicity, the curtailment violation charge is proposed to be changed to a $5 per therm
charge, plus the daily balancing standby rate, applicable to the entire curtailment period.” With
respect to the daily balancing standby rate, there will be no commodity transfer to the curtailed
customer in return for receiving this charge. This section is also updated to describe how the
curtailment baseline quantities (CBQs) described in the testimony of Mr. Nguyen will apply to
customers curtailed in Step 3.

Sections J.1, J.2 and J.3

Sections J.1, J.2 and J.3 are eliminated.

 The daily balancing standby rate has been recently approved by the Commission in D.15-06-004 for use
in Stage 5 low OFO and EFO noncompliance charges. Upon approval of implementation Advice Letters,
this rate will be described in SoCalGas and SDG&E’s respective Rate Schedules G-IMB as equal the
InterContinental Exchange (ICE) Day-Ahead Index (including F&U and brokerage fee) for the SoCal-
Citygate, rounded up to the next whole dollar.

14
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Section K. Service Interruption Credit (SIC)

Section K is eliminated per Section IV of my testimony.

Section L. Curtailment Notification

Section L is eliminated per Section III of my testimony to eliminate this requirement.

C. Proposed SDG&E Rule 14 Modifications

Sections A — B

Utility authority to shut off gas service to customers who fail to comply with an order to
curtail is added to Section A.

Sections C — E

These sections are deleted. They pertain to the application of firm and interruptible
service level distinctions currently available to noncore customers which will no longer be
available under the proposal being sponsored in this application.

Section F — Restoration of Service

This section is replaced with language identical to that proposed for SoCalGas Rule 23,
Section C.6.

Section G — Operating Emergency

Like SoCalGas Rule 23, references to out of pattern curtailments are eliminated.
Preferences for Critical Customers who declare operating emergencies are retained.

Section H — Electric Generation Service

This section is deleted since dispatchable electric generators can no longer burn alternate

fuel when curtailed.

15
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Section I — Gas Transportation Service Levels

For the reasons previously explained, the reference to Firm and Interruptible Service is
eliminated.

Section J — End-Use Priority Classification

This section is limited to describing core service priorities. Therefore, no changes are
proposed.

Section K — Localized Curtailment

This section is revised to describe how a customer unaffected by a localized curtailment
can continue to receive service when customers who are affected cannot.

Section L — Backbone Transportation Constraint

This section is deleted because it is redundant. Scheduling of BTS is specified in Rule
30.

Section M.1 — Curtailment Implementation

The existing section is deleted and replaced with language similar to that proposed for
SoCalGas Rule 23, Section C.1. Since the SDG&E service territory is entirely within one Local
Service Zone, references to Local Service Zones included in Rule 23, Section C.1 are excluded
from this Section.

Section M.2 — Curtailment Charges

For the same reasons discussed above in SoCalGas Rule 23, a $5 per therm curtailment
violation charge, plus the G-IMB daily balancing standby rate, will apply across the entire
curtailment period. This section is also updated to describe how the CBQs described in the

testimony of Mr. Nguyen will apply to customers curtailed in Step 3.

16
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Section M.3 — Curtailment of Customer-Owned Gas

This section is modified to eliminate the right to confiscate customer’s gas during a
curtailment.

Section M.4 — Diversion of Customer-Owned Gas

This section is deleted per Section VI of my testimony.

Section M.5- Curtailment Trading

This section is modified per Section V of my testimony.

Section N — Emergency Curtailment

The last two paragraphs in Section 5.e. concerning emergency situations are transferred
into this section.

Section O — Service Interruption Credit

This section is deleted per Section IV of my testimony.

Section P — End-Use Curtailment Definitions

The definition of Dispatchable Electric Generation is added to this section. Definitions
for As Available Service, Hourly Contract Quantity, Monthly Contract Quantity, and
Replacement Energy are deleted.

D. Proposed SDG&E Gas Rule 25 Modifications

Sections A-C

No changes are proposed for these sections.

Section D — Noncore Service Elections

This section is deleted since it references firm and interruptible service distinctions for

local service, which are being eliminated.
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Section E — Customer Notification

This section’s references to open seasons are eliminated due to the elimination of firm
and interruptible distinctions for noncore service.

Sections F-H

These sections pertain to aspects of firm service, which are eliminated.

Section I — Service Election

This section’s references to firm and interruptible service options and open seasons are
eliminated.

Section J — Firm Intrastate Transportation Service

This section is eliminated.

Section K — Local Transportation Service

This section is modified to describe Local Transportation Service for noncore customers,
per the prepared direct testimony of Tuan Nguyen.

Sections L, M and N

No changes are proposed for these sections.

Sections O and P

These sections describe contract quantity options for noncore firm service, which is
eliminated.

Section Q — Maximum Authorized Usage

This section is modified to define the maximum quantity a noncore customer is entitled to
use during a curtailment.

Section R

No changes are proposed for this section.
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Sections S - Y

These sections are eliminated since they pertain to aspects of noncore firm service, which
is eliminated.

Section Z — Intrastate Capacity Trading

This section is eliminated because it is redundant. This procedure is already described in
SDG&E Gas Rule 14.

Section AA — Gas Curtailment

This section is modified to reference SDG&E Gas Rule 14.

Section BB — Gas Supply Diversions

This section is eliminated per Section VI of my testimony.

Section EE

This section’s language describing curtailment violation charges is deleted since it is
redundant to the description in SDG&E Rule 14.

E. Proposed SoCalGas Rule 30 Modifications

Rule 30, Section D.5 specifies the scheduling rules for OSD service. The current rule
already provides the System Operator with the right to reduce OSD nominations to elapsed pro
rata quantities anytime it believes continued OSD service at a particular receipt point would
require additional purchases at additional cost. To better accommodate the transfer of OSD
management from Rule 23 to Rule 30, statements concerning “curtailed/reduced” and
“Curtailment/reduction” pertaining to the scheduling of OSD service will be changed
respectively to “reduced” and “Reduction.” Section E.2 concerning the interruption of
transportation service for maintenance activity is proposed for deletion since it is redundant of

conditions applicable to the same activity in SoCalGas Rule 23.
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F. Proposed SDG&E Rule 30 Modifications

References to Service Level 5 rates are deleted from Section E.1 since they have not been
applicable since 1993. Section E.2 concerning the interruption of transportation service for
maintenance activity is deleted since it is redundant of conditions applicable to the same activity
in SDG&E Rule 14.

G. Proposed SoCalGas Rule 41 Modifications

A recent report on natural gas infrastructure and its availability to address electric
industry requirements>* asserted that ongoing efforts to establish reliable communications
between gas and electric system operators should be encouraged in order to address the
increasing variability in both the electric and gas industries resulting from increases in renewable
electric generation. Adopting protocols for reliable and timely communications between gas and
electric grid operators will help each other adapt to rapidly changing conditions in system
operations.

The SoCalGas and SDG&E System Operator already has regular communications with
the electric grid operators, and the Commission recently recognized that these ongoing
communications “enabled CAISO to maintain reliable electric service in southern California.”*
To better formalize these protocols, a new condition (No. 26) is proposed to be added to
SoCalGas Rule 41 concerning communications to maintain both gas system and electric grid
stability between SoCalGas’ Gas Control Department and Grid Operators. These Grid Operators
include the California Independent System Operator (CAISO), Los Angeles Department of

Water and Power (DWP), and Imperial Irrigation District (IID). The proposed Special Condition

No. 26 states:

** Natural Gas Infrastructure Adequacy in the Western Interconnection: An Electric System Perspective;
Phase 2 Report; July 2014.
¥ D.15-06-004, mimeo., at 37 (Finding of Fact 21).
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The Utility System Operator shall communicate with the California
Independent System Operator (CAISO) and other electric grid
operators on an as-needed basis to help maintain the reliability of
Utility’s natural gas system and the electric grid. Such
communications may result in operational changes by the Utility
System Operator and changes in electric grid operations and
electric generation dispatch order by CAISO and other grid
operators. Such operational communications shall not be
considered curtailments of natural gas service unless Utility
expressly curtails service pursuant to Rule 23. SoCalGas and the
Utility System Operator are not responsible for electric grid
operations or reliability, but will take electric grid reliability into
consideration, to the extent feasible, when making operational
decisions.

H. Proposed SDG&E Rule 12 Modifications

A sentence referencing Use-or-Pay charges when customers change rate schedules is
deleted.
VIII. INFORMATION SYSTEM MODIFICATIONS AND COSTS

Information system enhancements are required to be made to the both the SoCalGas
Customer Contract System and the Special Contract Billing System (SCBS) to implement this
proposal. Programming changes for the Customer Contract System include updating the
Schedule A contract as proposed in the testimony of Mr. Nguyen. The SCBS changes include
updates to account for the new curtailment rules and the combining of firm and interruptible
noncore rates. The cost of these enhancements is estimated to be approximately $1.2 million.

At SDG&E, modifications are needed to the Gas Curtailment Management system to
implement the proposals in this application. The cost of incorporating these proposals and
automate the changes from the new curtailment rules is estimated to be approximately $100,000.
IX. RATE TREATMENT FOR CURTAILMENT NONCOMPLIANCE CHARGES

In the past, allocation of curtailment violation charge revenue has attempted to determine

who complied with curtailment orders and reward them by reducing the revenue requirement to
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their respective rate class. These attempts invariably become confused when the curtailment
violators were often in the same rate category. To avoid this confusion in the future, SoCalGas
and SDG&E propose to move away from this process by proposing that curtailment
noncompliance charge revenue be allocated to the Noncore Fixed Cost Account (NFCA) for
each respective utility and that revenue from the assessment of G-IMB daily balancing standby
charge revenue will be allocated to the Purchased Gas Account (PGA).

This concludes my prepared direct testimony.
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X. QUALIFICATIONS

My name is Paul D. Borkovich. I am employed by SoCalGas as the Capacity Products
Support Manager in the Energy Markets and Capacity Products Department. My business
address is 555 West Fifth Street, Los Angeles, California, 90013-1011. My responsibilities are
to manage transportation services provided to suppliers and marketers who provide gas to
SDG&E and SoCalGas customers. | also manage the Backbone Transportation Service program,
the California Energy Hub back office, policies and procedures for scheduling and nominations
on the SDG&E and SoCalGas systems, daily operation and enhancements to SoCalGas’
Electronic Bulletin Board, and all aspects of SoCalGas and SDG&E’s interconnect and
operational balancing agreements with pipelines delivering natural gas into their integrated
transmission system.

I have been employed by SoCalGas in numerous positions including: Senior Accounts
Manager, Project Manager, Market Strategy Manager, Senior Market Advisor, Gas Scheduling
Manager, Regulatory Affairs Administrative Manager, Account Executive Supervisor, Account
Executive, Market Analyst, and Energy Systems Engineer. I have been responsible for various
aspects of utility operations, sales and marketing, regulatory matters, and customer relations. I
graduated in 1981 from University of California Santa Barbara with a Bachelor of Science
Degree in Mechanical Engineering and in 1985 from the University of Southern California with
a Master of Science Degree in Petroleum Engineering.

I have previously testified before the Commission.
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SOUTHERN CALIFORNIA GAS COMPANY Revised CAL.P.U.C.SHEETNO. 47351-G
LOS ANGELES, CALIFORNIA CANCELING Revised CAL.P.U.C. SHEETNO. 45385-G

Rule No. 23 Sheet 1
CONTINUITY OF SERVICE AND INTERRUPTION OF DELIVERY

A. General

The Utility will exercise reasonable diligence and care to furnish and deliver service to its customers,
and to avoid any interruption of same. The Ultility shall not be liable for damages or otherwise for any
failure to deliver gas or provide service to its customers, which failure in any way or manner results
from breakage of its facilities, however caused, war, riots, acts of God, strikes, failure of or
interruption in service, operating limitations or other conditions beyond its reasonable control. The
Utility has the authority to temporarily shut off gas service without liability to any customer that fails
to comply with a curtailment.

B. Priority of Service

In the event of a curtailment, as defined in Rule No. 1, the Utility shall curtail gas service to customers
as described in Section C, Curtailment of Service, herein. Customer usage will be assigned to
appropriate end-use priority or service classifications as set forth below.

Core Service
Priority 1 All residential usage regardless of size. All nonresidential usage less than 20,800
therms per active month*, excluding usage reclassified to noncore service pursuant to
customer request. All electric generation, refinery and enhanced oil recovery (EOR)

usage less than 20,800 therms per active month* electing core service.

Priority 2A  All nonresidential usage of 20,800 therms or greater per active month* eligible for
core service, not electing noncore service.

Noncore Service

Noncore Service includes: (1) commercial and industrial usage electing noncore service, (2) electric
generation, EOR, and refinery usage less than 20,800 therms per active month* electing noncore
service, and (3) all usage ineligible for core service, including (a) refinery and EOR usage of 20,800
therms or greater per active month* and (b) all electric generation usage from generators greater
than 1 megawatt (MW) system rated generating capacity, based on net continuous power output
with usage of 20,800 therms or greater per active month*.

* A customer shall be considered to meet the size criteria of 20,800 therms or greater per active month when on an
annualized basis, for any period of 12 contiguous months within the most recent 24-month period, the
customer’s active month consumption averages 20,800 therms or greater. An active month is one in which
consumption exceeds 1,000 therms.

(Continued)
(TO BE INSERTED BY UTILITY) ISSUED BY (TO BE INSERTED BY CAL. PUC)
ADVICE LETTERNO. 4258 Lee Schavrien DATEFILED  Jul 15,2011
DECISIONNO.  11-03-029 Senior Vice President EFFECTIVE ~ Oct 1, 2012
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SOUTHERN CALIFORNIA GAS COMPANY Revised CAL.P.U.C. SHEETNO. 47352-G
LOS ANGELES, CALIFORNIA CANCELING Revised CAL.P.U.C. SHEETNO. 43367-G

Rule No. 23 Sheet 2
CONTINUITY OF SERVICE AND INTERRUPTION OF DELIVERY

(Continued)
B. Priority of Service (Continued)

N
|
|
|
N
C. Curtailment of Service
1. Effectuation of Curtailment
When in the judgment of the Utility, operating conditions require curtailment of service within one
or more Local Service Zones, as defined in Rule 1.and/orthe-diversion-ofeustomer-ownedgas,
such curtailment shall be effectuated in the order and manner described below, unless otherwise
specified in this rule.
D
(1) All dispatchable electric generation not operating when a curtailment order is issued. AH-
i D,N
N
2) 3
ébyeq&ai—pepeemag%)ﬂ{—aﬂﬂﬁ;systeméehlveﬁﬂaem{— Up to 60% of dlspatched electrlc D,N
generation load. To the extent operationally feasible, Utility will work with affected grid N

operators on a best efforts basis to reallocate the aggregate maximum allowed usage for the
remaining dispatched electric generation load within the affected Local Service Zone(s)
among all of the dispatchable electric generation facilities within the affected Local Service
Zone(s) to maintain grid reliability. Any such reallocation shall be at the sole discretion of
Utility, and the default in the absence of reallocation shall be pro rata within each affected
Local Service Zone.

(3) Up to 100% of non-electric generation noncore and noncore cogeneration usage on a pro rata
basis. Electric generation load that is not dispatchable by an electric grid operator and
therefore not subject to curtailment in step 2 will be considered non-electric generation D

noncore load for the purposes of curtailment. AH—F&m—Qﬁf—system—D%hwW

(4) Up to 100% of remaining dispatched electric generation load not curtailed in step 2. To the
extent operationally feasible, Utility will work with the affected grid operators on a best
efforts basis to reallocate the aggregate maximum allowed usage for any remaining
dispatched electrical generation load within the affected Local Service Zone(s) among all of
the dispatched electric generation facilities within the affected Local Service Zone(s) to
maintain grid reliability. Any such reallocation shall be at the sole discretion of the Utility,
and the default in the absence of reallocatlon shall be pro rata Wlthm each affected Local
Service Zone At 3 =

(Contmued)

(TO BE INSERTED BY UTILITY) ISSUED BY (TO BE INSERTED BY CAL. PUC)
ADVICE LETTERNO. 4258 Lee Schavrien DATEFILED  Jul 15, 2011
DECISIONNO.  11-03-029 Senior Vice President EFFECTIVE  Oct 1, 2012

2c0 RESOLUTION NO.




SOUTHERN CALIFORNIA GAS COMPANY Revised CAL.P.U.C. SHEETNO. 47352-G
LOS ANGELES, CALIFORNIA CANCELING Revised CAL.P.U.C. SHEETNO. 43367-G

Rule No. 23 Sheet 2
CONTINUITY OF SERVICE AND INTERRUPTION OF DELIVERY

(Continued)

(Continued)
(TO BE INSERTED BY UTILITY) ISSUED BY (TO BE INSERTED BY CAL. PUC)
ADVICE LETTERNO. 4258 Lee Schavrien DATEFILED  Jul 15,2011
DECISIONNO.  11-03-029 Senior Vice President EFFECTIVE ~ Oct 1, 2012
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SOUTHERN CALIFORNIA GAS COMPANY Revised CAL.P.U.C. SHEETNO. 33041-G
LOS ANGELES, CALIFORNIA CANCELING Revised CAL.P.U.C. SHEETNO. 32743-G
24644-G

Rule No. 23 Sheet 3
CONTINUITY OF SERVICE AND INTERRUPTION OF DELIVERY

(Continued)

C. Curtailment of Service (Continued)

1. Effectuation of Curtailment (Continued)

(85) All Priority 2A service on a pro rata basis.
(96) All Priority 1 non-residential service on a pro rata basis.

(4+97) All Priority 1 residential service on a pro rata basis.

(Continued)
(TO BE INSERTED BY UTILITY) ISSUED BY (TO BE INSERTED BY CAL. PUC)
ADVICE LETTERNO. 2958-A William L. Reed DATEFILED  Oct 11, 2000
DECISION NO. Vice President EFFECTIVE  Nov 1, 2000
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SOUTHERN CALIFORNIA GAS COMPANY Revised CAL.P.U.C. SHEETNO. 33042-G
LOS ANGELES, CALIFORNIA CANCELING Revised CAL.P.U.C. SHEETNO. 32744-G
24645-G

Rule No. 23 Sheet 4
CONTINUITY OF SERVICE AND INTERRUPTION OF DELIVERY

(Continued)

C. Curtailment of Service (Continued)

23. Transfers of Intrastate Curtailment

A customer that has a currently effective maximum allowed usage within a curtailed Local Service
Zone (Holder) may request to transfer all or a portion of its maximum allowed usage capacity
(Trade) to another noncore customer (Recipient) that desires the capacity for the same Local
Service Zone curtailment as designated in the Notice of Intrastate Curtailment Transfer (Form No.
6600) (Trading Agreement). The following process shall apply to all proposed trades of maximum
allowed usage capacity:

a. Trades must be within the same curtailed Local Service Zone. L

b. Holder and Recipient shall submit to the Utility an original Trading Agreement signed by
Holder and Recipient.

C. All Trade Requests must be approved by the Utility before the Trade may commence.
d. Utility shall determine, in its sole discretion, whether the proposed Trade is accepted or
(Continued)
(TO BE INSERTED BY UTILITY) ISSUED BY (TO BE INSERTED BY CAL. PUC)
ADVICE LETTERNO. 2958-A William L. Reed DATEFILED  Oct 11, 2000
DECISION NO. Vice President EFFECTIVE  Nov 1, 2000
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SOUTHERN CALIFORNIA GAS COMPANY Revised CAL.P.U.C. SHEETNO. 33042-G
LOS ANGELES, CALIFORNIA CANCELING Revised CAL.P.U.C. SHEETNO. 32744-G
24645-G

Rule No. 23 Sheet 4
CONTINUITY OF SERVICE AND INTERRUPTION OF DELIVERY

(Continued)

rejected based on operational feasibility and/or Recipient creditworthiness as set forth in
the Utility’s Rule 6.

€. Holder and Recipient may trade only the capacity amounts during the operating days or
hours set forth in the Trading Agreement.

f. As of the first Trading Day and throughout the period subject to the Trade, all of Holder’s
obligations with regard to the traded capacity shall become Recipient’s sole responsibility.
Holder’s maximum allowed usage will decrease and Recipient’s maximum allowed usage
will increase by the quantities set forth in the Trading Agreement executed by the Utility.

Q. Trades are limited to Non-EG noncore and cogeneration customers.

(Continued)
(TO BE INSERTED BY UTILITY) ISSUED BY (TO BE INSERTED BY CAL. PUC)
ADVICE LETTERNO. 2958-A William L. Reed DATEFILED  Oct 11, 2000
DECISION NO. Vice President EFFECTIVE  Nov 1, 2000
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SOUTHERN CALIFORNIA GAS COMPANY Revised CAL.P.U.C. SHEETNO. 34021-G
LOS ANGELES, CALIFORNIA CANCELING Revised CAL.P.U.C. SHEETNO. 33043-G

Rule No. 23 Sheet 5

CONTINUITY OF SERVICE AND INTERRUPTION OF DELIVERY

C. Curtailment of Service (Continued)

(Continued)

34. Operating Emergency Declared By A Customer

In the event of an operating emergency as declared by a customer at the customer's facility, service
may be made available out of the normal curtailment pattern order, if in the judgment of the Utility
it is possible to do so. To the extent operationally feasible, Utility will give preference to critical

customers as defined in Rule No. 1 when they declare an operating emergency.Out-ef-pattern-

(Continued)
(TO BE INSERTED BY UTILITY) ISSUED BY (TO BE INSERTED BY CAL. PUC)
ADVICE LETTERNO. 3062 William L. Reed DATEFILED  Sep 13,2001
DECISION NO. Vice President EFFECTIVE Oct 23, 2001
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SOUTHERN CALIFORNIA GAS COMPANY Revised CAL.P.U.C. SHEETNO. 33044-G
LOS ANGELES, CALIFORNIA CANCELING Revised CAL.P.U.C. SHEETNO. 32746-G
24647-G

Rule No. 23 Sheet 6
CONTINUITY OF SERVICE AND INTERRUPTION OF DELIVERY

(Continued)

C. Curtailment of Service (Continued)

46. Restoration of Service

When curtailment of service is to be decreased, restoration of service shall be made (a) in the same
manner as described in Section C.1, but inversely to the order given, and (b) to the level of service
which in the judgment of the Utility can be provided. However, the Utility reserves the right to
restore firm-intrastate-service in such order as it deems necessary irrespective of the curtailment
rotattonHstorder described in Section C.2-1 herein.

(Continued)
(TO BE INSERTED BY UTILITY) ISSUED BY (TO BE INSERTED BY CAL. PUC)
ADVICE LETTERNO. 2958-A William L. Reed DATEFILED  Oct 11, 2000
DECISION NO. Vice President EFFECTIVE Nov 1, 2000
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SOUTHERN CALIFORNIA GAS COMPANY Revised CAL.P.U.C. SHEETNO. 36622-G
LOS ANGELES, CALIFORNIA CANCELING Revised CAL.P.U.C. SHEETNO. 33045-G

Rule No. 23 Sheet 7
CONTINUITY OF SERVICE AND INTERRUPTION OF DELIVERY
(Continued)
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SOUTHERN CALIFORNIA GAS COMPANY Revised CAL.P.U.C. SHEETNO. 33046-G
LOS ANGELES, CALIFORNIA CANCELING Revised CAL.P.U.C. SHEETNO. 32748-G
24649-G

Rule No. 23 Sheet 8
CONTINUITY OF SERVICE AND INTERRUPTION OF DELIVERY

(Continued)

| | DE. Curtailment Due to Emergency Conditions

At a time when there is a threatened or actual shortage creating an emergency condition for a short
duration in the Utility's ability to meet the demands of Priority 1 and 2A customers, the Utility may,
during such emergency period, curtail and/or divert service of all customers, or a portion of such
customers, in the most reasonable and practicable manner possible. Further, in such event, the Utility
shall have the right to shut off, discontinue, re-establish, or continue service for all customers or a
portion of such customers, irrespective of the priority or preference provisions set forth herein or in the
tariff schedules, contracts, or rules and regulations applicable to such service. In such emergency
situations, curtailments shall generally be made based on the customer's level of demand and transfers

| of curtailment responsibility, as provided for in Section C.23 herein, shall not be allowed.

The Utility may also, during any national crisis, give preference, as between all customers, to facilities
directly engaged in the production of food supplies and the production of national government
requirements, when the discontinuance of service to such customers would stop, or materially
diminish, the output of said plants.

EE. Service to Unaffected Local Service Zones (formerly Localized Curtailment)

te—the%eten{—ﬁ—r&epe%neﬂaﬂy—feaﬁblﬁefle—se—ln the event of a leeah%ed—Local Serv1ce Zone

curtailment, customers in usreonstrained-areas-unaffected Local Service Zones may receive service
while other customers of equal or higher priority are curtailed.

| | FG. System Maintenance and Repair

The Utility;- shall have the right, without liability, to interrupt the receipt or delivery of gas whenever
it becomes necessary to test, alter, modify, enlarge or repair any facility or property comprising the
Utility’s system or otherwise related to its operation. Except in cases of unforeseen emergency, the
Utlhty shall give a mmlmum of ten (1 0) days initial notlce of such act1v1ty whenever—rt—ﬁﬂds—neeessaw

wﬂ—peﬂw%bewen—t&e&s{emem—aﬂd—t The makmg of such repairs or 1mpr0vements w111 be
prosecuted as rapidly as may be practicable, and, if practicable, at such times as will cause the least
inconvenience to the customers.

(Continued)
(TO BE INSERTED BY UTILITY) ISSUED BY (TO BE INSERTED BY CAL. PUC)
ADVICE LETTERNO. 2958-A William L. Reed DATEFILED  Oct 11, 2000
DECISION NO. Vice President EFFECTIVE Nov 1, 2000
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SOUTHERN CALIFORNIA GAS COMPANY Revised CAL.P.U.C.SHEETNO. 47128-G
LOS ANGELES, CALIFORNIA CANCELING Revised CAL.P.U.C. SHEETNO. 44940-G

Rule No. 23 Sheet 9
CONTINUITY OF SERVICE AND INTERRUPTION OF DELIVERY

(Continued)

FG. System Maintenance and Repair (Continued)

In the event such interruption of service affects more than one customer, interruption of service shall
be made in the order established herein only to the extent it is operationally feasible to do so_and
Utility and affected customers have not mutually agreed on a different order. For non-emergency
curtailments related to system maintenance and repair, prorationing in step 2 and step 4 will be based

on connected hourly capacity rather than dispatched load.Speeial-conditions-which-apphyto-scheduled-
) Cor firrn : corth in Section K_herein.

GI.  Wholesale Service

Wholesale customers will receive Priority 1 and 2A service from the Utility in proportion to such
customers' Priority 1 and 2A loads. Service to wholesale customers' loads shall be curtailed in the
same manner as that for the Utility's retail customers. Whelesale-customers-mayhowever, negotiate-

O O Oad

(Continued)
(TO BE INSERTED BY UTILITY) ISSUED BY (TO BE INSERTED BY CAL. PUC)
ADVICE LETTERNO. 4238 Lee Schavrien DATEFILED May 4, 2011
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SOUTHERN CALIFORNIA GAS COMPANY Revised CAL.P.U.C. SHEETNO. 44941-G
LOS ANGELES, CALIFORNIA CANCELING Revised CAL.P.U.C. SHEETNO. 36721-G

Rule No. 23 Sheet 10
CONTINUITY OF SERVICE AND INTERRUPTION OF DELIVERY

(Continued)
HJ. Curtailment Violations

The Utility shall read-the-meter-ofthe-eurtatled-eustomeratuse metered hourly and daily usage
recorded from the beginning and-to the end of each curtailment period to calculate curtailment penalty
charges for the applicable service curtailed. For other than a customer operating emergency as set

forth in Section C.36, customers failing to curtail on request will be assessed a penalty of $+5.00 per
therm plus the daily balancmg standby rate defined in Schedule No. G- IMB for the initial 5-heurs-of

thfeugh—ﬂq%enéduratlon of the curtallment eplsode The penalty apphes to all gas quant1t1es
determined by the Utility to be in violation of curtailment. All other charges associated with such
usage will apply. Curtailmentviolationswill be-determined-asfollows—

1—System-Curtatlment

For the curtailment of interruptible-orfirmintrastatelocal service, customers whose consumption
under their applicable service schedule exceeds their avthorized-eurtathment- quantitymaximum

allowed usage during the curtailment of such service will be in violation of curtailment. The
maximum allowed usage for non-electric generation noncore and noncore cogeneration customers
in step 3 will be equal to a percentage of their Curtailment Baseline Quantity (CBQ) divided by 24
hours, as specified by the Utility. CBQs will be established annually as a customer’s peak day
consumption in summer (April through October) and in winter (November through March) within
the previous 24 months. In the event a customer does not have 24 months of operating history or a
customer has a material change in operations, the customer’s CBQ may be estimated.

(Continued)
(TO BE INSERTED BY UTILITY) ISSUED BY (TO BE INSERTED BY CAL. PUC)
ADVICE LETTERNO. 4011 Lee Schavrien DATEFILED  Aug 27,2009
DECISION NO. Senior Vice President EFFECTIVE  Sep 26, 2009
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SOUTHERN CALIFORNIA GAS COMPANY Revised CAL.P.U.C. SHEETNO. 47353-G

LOS ANGELES, CALIFORNIA

CANCELING Revised CAL.P.U.C. SHEETNO. 44942-G

Rule No. 23 Sheet 11

CONTINUITY OF SERVICE AND INTERRUPTION OF DELIVERY

(Continued)

H3. Curtailment Violations (Continued)

(Continued)
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SOUTHERN CALIFORNIA GAS COMPANY Revised CAL.P.U.C. SHEETNO. 50163-G
LOS ANGELES, CALIFORNIA CANCELING Revised CAL.P.U.C. SHEETNO. 44943-G

Rule No. 23 Sheet 12
CONTINUITY OF SERVICE AND INTERRUPTION OF DELIVERY

(Continued)
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Rule No. 30 Sheet 6
TRANSPORTATION OF CUSTOMER-OWNED GAS

(Continued)

D. Operational Requirements (Continued)

5. Off-System Delivery (OSD) Services

For each flow date, the Utility will determine the quantity of capacity available for off-system
deliveries. The quantity will include that available via physical redelivery from the Utility system
along with displacement of forward haul flowing supplies. For each nomination cycle, the Utility
customers who have contracted with the Utility for off-system delivery service may submit a
nomination for such service pursuant to Schedule No. G-OSD and Section D.6. “Nominations”
below, for deliveries to the PG&E system and to the Utility Transmission system’s interconnection
points with all interstate and international pipelines, but excluding California-produced gas supply
lines.

The following rules will be used in scheduling of Off-System Delivery Services:

Nominations using Firm OSD rights will have first priority; pro-rated if over-nominated.
Nominations using Interruptible OSD rights will have second priority; pro-rated if over-
nominated.

Firm OSD rights can “bump” Interruptible OSD scheduled quantities through the Intraday 1
Cycle, subject to the NAESB elapsed pro rata rules.

Bumping of Interruptible OSD rights by Firm OSD rights will not be allowed in the
Intraday 2 Cycle.

Both Firm and Interruptible OSD rights, at any Delivery Point, can be eurtailed/reduced in
any cycle (subject to the NAESB elapsed pro rata rules) if, in the sole judgment of the
Utility, the provision of OSD service at that Delivery Point would result in the Utility
having to bring additional gas into the Utility’s system at an additional cost.
Curtailment/rReduction of Interruptible OSD nominations at any Delivery Point will be
prorated at that particular Delivery Point.

Curtathment/rReduction of Firm OSD nominations at any Delivery Point will be prorated at
that particular Delivery Point.

(Continued)
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Rule No. 30 Sheet 11
TRANSPORTATION OF CUSTOMER-OWNED GAS

(Continued)

Interruption of Service

+ The customer's transportation service priority shall be established in accordance with the definitions
of Core and Noncore service, as set forth in Rule No. 1, and the provisions of Rule No. 23,
Continuity of Service and Interruption of Delivery. If the customer's gas use is classified in more
than one service priority, it is the customer's responsibility to inform the Utility of such priorities
applicable to the customer's service. Once established, such priorities cannot be changed during a
curtailment period.

Nominations in Excess of System Capacity

1. The Utility System Operator’s protocol for declaring an Operational Flow Order (OFO) is described
in Rule No. 41. Any OFO shall apply to all customers, including wholesale customers and the Utility
Gas Procurement Department.

2. The OFO period shall begin on the flow date(s) indicated by the Utility Gas Control Department.
Customers shall be allowed to reduce their nominations or adjust their supply ranking in response to
the OFO.

3. In the event customers fail to adequately reduce their transportation nominations, the Utility shall
reduce the confirmed receipt point access nominations as defined in Section D.

4. In accordance with the provisions of Schedule No. G-IMB, Buy-Back service shall be applied
separately to each OFO day. Customer meters subject to maximum daily quantity limitations will
use the maximum daily quantity as a proxy for daily usage. For the Utility Gas Procurement
Department, the Daily Forecast Quantity will be used as a proxy for daily usage. For core
aggregators, their Daily Contract Quantity will be used as a proxy for daily usage.

5. A California Producer, with an effective California Producer Operational Balancing Agreement,
Form 6452, will be subject to Schedule No. G-IMB Buy-Back service during excess nominations
days (i.e., OFO days). For each OFO day, the Utility shall cash out, at the Retail Buy-Back Rate as
described in Schedule No. G-IMB, all of an individual California Producer’s actual deliveries that are
in excess of 110% of that particular California Producer’s scheduled quantities for that OFO day.

The OFO day imbalance of a California Producer with an existing access agreement will be treated
consistent with the terms of that access agreement.

(Continued)
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UTILITY SYSTEM OPERATION

(Continued)

CPUC REPORTING REQUIREMENTS (Continued)

25. On October 1 of each year, the Utility shall provide a report (“Annual Compliance Report™)

demonstrating that the Operational Hub’s procurement activities during the preceding twelve months
ending August 31 were in compliance with the standards, criteria and procedures described in
Sections 9 through 19 above. The Annual Compliance Report shall be submitted to the Energy
Division by Advice Letter and shall be subject to comment or protest. Upon Energy Division review
and verification of the Annual Compliance Report and the CPUC Resolution approving the Annual
Compliance Report, all the transactions entered into the SRMA balance for the year in question that
are found reasonable by the Energy Division shall be amortized in customer transportation rates over
the following year.

COMMUNICATIONS WITH GRID OPERATORS

26. The Utility System Operator shall communicate with the California Independent System Operator

(CAISO) and other electric grid operators on an as-needed basis to help maintain the reliability of
Utility’s natural gas system and the electric grid. Such communications may result in operational
changes by the Utility System Operator and changes in electric grid operations and electric generation
dispatch order by CAISO and other grid operators. Such operational communications shall not be
considered curtailments of natural gas service unless Utility expressly curtails service pursuant to
Rule 23. SoCalGas and the Utility System Operator are not responsible for electric grid operations or
reliability, but will take electric grid reliability into consideration, to the extent feasible, when making
operational decisions.

(TO BE INSERTED BY UTILITY) ISSUED BY (TO BE INSERTED BY CAL. PUC)
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RULE 12 Sheet 1

RATES AND OPTIONAL RATES

A. Effective Rates

The rates to be charged by the Utility for gas service shall be the rates legally in effect and on file
with the California Public Utilities Commission (Commission). Complete copies of all rate schedules
legally in effect for any district shall be available for public inspection at all times in the Utility's local
offices for that district. Such tariffs may be maintained on a website, and printed copies of such
tariffs shall be made available to customers upon request.

Where negotiable rate options are available to the customer, the Utility shall not be obligated to
provide the customer with any recommendation or comparison of options.

B. Establishing Rate Schedules for New Customers

At the time of application for service, the Utility shall, based on information provided by the applicant,
ensure that the applicant is placed on an applicable rate schedule approved by the Commission.

C. New or Optional Rates

In the event of the adoption by the Utility of new or optional rates, the Utility shall take such
measures as may be practicable to advise the customers who may be affected that such new or
optional rates are effective.

D. Change of Rate Schedule

Except as provided otherwise in the rate schedule or contract required thereby, a customer may
request only one rate schedule change or change the contract in effect for the purpose of obtaining
preferential rates, priority of service, or avoiding minimum charges in any twelve-month period;
however, if the customer's fuel requirements are permanently increased or decreased due to
changed conditions of operation, the customer may, by application, request service under another

schedule for WhICh the customer can properly quallfy —A—euetetmeetmn@ng—rate—eehedelee—ehaﬂ—net

the—euetemer—was—ee#ved—ln the event that a customer deswes to take service under a d|fferent
schedule than that under which the customer is being served and qualifies for service thereunder,
the change shall become effective for service rendered after the next regular meter reading following
the date of notice to the Ultility, based on the availability of metering and billing requirements.

It is the customer's responsibility to request another rate schedule or service option if the customer's
connected load, hours of operation, type of business or type of service have changed. Where the
customer changes equipment or operation without notifying the Utility, the Utility assumes no
responsibility for advising the customer of other rate options available to the customer as a result of
changes in the customer's equipment or operations.

1C0 Issued by Date Filed Aug 3, 2006
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RULE 14 Sheet 1

SHORTAGE OF GAS SUPPLY, INTERRUPTION OF DELIVERY,
AND PRIORITY OF SERVICE

A. Service Conditions

The utility will use reasonable diligence and care to avoid any shortage or interruption of gas supply.
The utility shall not be liable in damages or otherwise for any failure to deliver gas to the customer,
which failure in any way or manner results from breakage of its facilities, however caused, war, riots,
acts of God, strikes, failure of, or interruption in, gas supply, mandatory or voluntary curtailments
ordered by the Public Utilities Commission, or other conditions beyond its reasonable control._The
Utility has the authority to temporarily shut off gas service without liability to any customer that fails to
comply with a curtailment.

B. Temporary Suspension of Service

Whenever necessary for making repairs or improvements to its system, the utility may temporarily
suspend the delivery of gas. In all such cases, the utility will provide as much notice as
circumstances reasonably permit. Repairs or improvements will be carried out as rapidly as may be
practicable, and, if practicable, at such times as will cause the least inconvenience to the customers.

|
| B
| E
| CE.
(Continued)
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SHORTAGE OF GAS SUPPLY, INTERRUPTION OF DELIVERY,
AND PRIORITY OF SERVICE

| CE. Restoration of Service (Continued)

When curtailment of service is to be decreased, restoration of service shall be made (a) in the same
manner as described in Section H but inversely to the order given, and (b) to the level of service
which in the judgment of the Utility can be provided. However, the Utility reserves the right to restore
service in such order as it deems necessary irrespective of the curtailment order described in
Section H herein.

| DG. Operating Emergency

In the event a customer declares an operating emergency, service may be made available out of the
normal curtailment pattern, if in the judgment of the utility it is possible to do so. To the extent
operationally feasible, Utility will give preference to critical customers as defined in Rule 1 when they

declare an operatlnq emerqencv@u#e#pattem—delwenes—mnﬂ—be—pmwded—@—@#&&eal—@&&bmeps

| E Gas Transportation Service Levels

The utility shall offer the following levels of gas transportation service, and the service levels listed
below shall serve as a basis for gas curtailment:

1. Core Service
Firm Inter- & Intrastate Transportation Service.
Gas Purchased from the utility.
Optional Intrastate Transportation-Only Service.
Curtailment based on end-use priorities.
Includes all P-1 and P-2A end-use priorities.

- Two-YearContract Term-

1/ Customers electing noncore service must have Automatic Meter Reading (AMR) equipment installed
at customer’s expense as a condition of noncore service.

(Continued)
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SHORTAGE OF GAS SUPPLY, INTERRUPTION OF DELIVERY,
AND PRIORITY OF SERVICE

| Ed Gas Transportation Service Levels (Continued)

3. Interruptible-Noncore Service 1/
Interruptible-IntrastateLocal Transportation Service.

Minimum One-Month Contract Term.
No Use-or-Pay Obligations or Charges.

described in’Section HN. hereunder.

In order to notify noncore customers of gas curtailments, the customer must provide and maintain
accurate primary and alternate day/night contact phone numbers and contact names who will be
responsible for responding to the utility's notice to curtail gas services. The inability of the utility to
notify a noncore gas customer of curtailment due to having out-dated and/or incorrect phone
numbers and contact names, will result in the customer being changed to core status for the next
12-month period.

| Fd. End-Use Priority Classification

In the event of a curtailment within the core service, the utility will curtail gas supplies in the reverse
order of the assigned end-use priorities described below:

Priority Description

P-1 All residential use regardless of size.
All non-residential use through a single meter that is equal to or less than 20,800
therms.

P-2A Non-residential use through a single meter that is greater than an annual monthly

average of 20,800 therms, where the customer has made a minimum two-year
election to receive core reliability service.

Electric generation start-up and igniter fuel.

1/ See footnote sheet 2

(Continued)
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RULE 14 Sheet 4

SHORTAGE OF GAS SUPPLY, INTERRUPTION OF DELIVERY,
AND PRIORITY OF SERVICE

| GK.  Delivery Point Curtailment

Delivery of natural gas may be interrupted in the event of projected or actual capacity constraints or
| projected or actual supply shortages at system delivery points -

| 14— Local System Constraint

In the event of a localized curtailment, customers in the unconstrained areas may continue
to receive service while customers that are equal or higher in the curtailment order are
curtailed in the constrained area.

(Continued)
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SHORTAGE OF GAS SUPPLY, INTERRUPTION OF DELIVERY,
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| HM.  GasCurtailment of Serviceand Constraints (Continued) T

1. When in the judgment of the Utility, operating conditions require curtailment of service, such
curtailment shall be effectuated in the order and manner described below, unless otherwise specified
in this rule.

(1) All dispatchable electric generation not operating when a curtailment order

is issued.

(2) Up to 60% of dispatched electric generation load. To the extent
operationally feasible, Utility will work with affected grid operators on a best efforts basis to reallocate
the aggregate maximum allowed usage for the remaining dispatched electric generation load among
all of the dispatchable electric generation facilities to maintain grid reliability. Any such reallocation
shall be at the sole discretion of the Utility, and the default in the absence of reallocation shall be pro
rata.

(3) Up to 100% of non-electric generation noncore and noncore cogeneration
usage on a pro rata basis. Electric generation load that is not dispatchable by an electric grid
operator and therefore not subject to curtailment in step 2 will be considered non-electric generation
noncore load for the purposes of curtailment.

(4) Up to 100% of remaining dispatched electric generation load not curtailed in
step 2. To the extent operationally feasible, Utility will work with the affected grid operators on a best
efforts basis to reallocate the aggregate maximum allowed usage for any remaining dispatched L
electrical generation load among all of the dispatched electric generation facilities to maintain grid
reliability. Any such reallocation shall be at the sole discretion of the Utility, and the default in the
absence of reallocation shall be pro rata.

5) All Priority 2A service on a pro rata basis.
(6) All Priority 1 non-residential service on a pro rata basis.
(7) All Priority 1 residential service on a pro rata basis.

L
(Continued)
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| M—Gas Curtailment-and Constraints{Continued) T
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| M—Gas Curtailment-and Constraints{Continued) T
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| HM.  GasCurtailment of Serviceand-Constraints (Continued) TL
2. Curtailment Charges T
Noncore customers who fail to curtail when ordered by the utility, shall be subject to a_$5 per
therm plus the daily balancing standby rate defined in Schedule G-IMB curtailment charge
for each therm consumed ircludingpitetlight-gas;—during the curtailment period, in addition
to the charges under the customer's applicable rate schedule. The curtailment charge shall
apply hourly for any hourly volumes that exceed those authorized during a curtailment-and
shall-consist-of-thefollowing—charges:. The authorized usage for non-electric generation
noncore and noncore cogeneration customers in step 3 will be equal to a percentage of their
Curtailment Baseline Quantity (CBQ) divided by 24 hours, as specified by the Utility. CBQs
will be established annually as a customer’s peak day consumption in summer (April through
October) and in winter (November through March) within the previous 24 months. In the
event a customer does not have 24 months of operating history or a customer has a material T
change in operations, the customer’'s CBQ may be estimated.
1. $1 perthermforthe firstfive-hours;
2. $3 perthermforthe nextthree-hours;
3. $10-perthermforthe remaining-curtailmentperiod-
3. Curtailment of Customer-Owned Gas
If self-procuring ("customer-owned") customer's service has been curtailed and the customer
continues to deliver gas into the utility's system, the utility may, at its option: T
1. Refuse to confirm the customer's gas nomination; or
2. Accept the customer's gas nomination and credit the gas to the customers
imbalance account.
| .
| 4.
L
(Continued)
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RULE 14 Sheet 11

SHORTAGE OF GAS SUPPLY, INTERRUPTION OF DELIVERY,
AND PRIORITY OF SERVICE

| 4.

Curtailment Trading Negotiation-of Curtailment and Diversion Order

An SDG&E customer that has a currently effective maximum allowed usage (Holder) may

request to transfer all or a portion of its maximum allowed usage capacity (Trade) to another

SDG&E noncore customer (Recipient) that desires the capacity for the same curtailment as

d

esignated in the Curtailment Trading Agreement (Form 142-2010) (Trading Agreement).

The following process shall apply to all proposed trades of maximum allowed usage

a.

Holder and Recipient shall submit to the Utility an original Trading Agreement signed

by Holder and Recipient.

All Trade Requests must be approved by the Utility before the Trade may

commence.

Utility shall determine, in its sole discretion, whether the proposed Trade is accepted

or rejected based on operational feasibility and/or Recipient creditworthiness as set
forth in the Utility’s Rule 6.

Holder and Recipient may trade only the capacity amounts during the operating

days or hours set forth in the Trading Agreement.

As of the first Trading Day and throughout the period subject to the Trade, all of

Holder’s obligations with regard to the traded capacity shall become Recipient’s sole
responsibility. Holder's maximum allowed usage will decrease and Recipient’s

(Continued)
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maximum _allowed usage will increase by the quantities set forth in the Trading
Agreement executed by the Utility.

f. Trades are limited to Non-EG noncore and cogeneration customers.

a.
b.
C.
d.
(Continued)
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| IN. Emergency Curtailment T
Curtailments may result with little notice due to capacity restrictions or emergencies. The foregoing
gas curtailment procedures do not apply to curtailment under local or emergency conditions, which
will be handled in a manner that immediate operating conditions appear to require at the time.
However, at a time when there is a threatened or actual shortage, creating an emergency for T
a short duration in the supply of gas to meet the demands of Priority 1 customers, the utility
may, during such emergency period, apportion its available supply of gas among demands
of all or a portion of such Priority 1 customers. Such apportionment shall be made in the
most reasonable and practicable manner possible. During such an emergency the utility will
have the right to shut off, discontinue, re-establish, or continue service for all such customers
or some of such customers, irrespective of priority.
L
The utility may, during any national or local crisis, give preference, as between all customers, to
customers directly engaged in the production of food supplies, maintaining public health and the
production of national government requirements, when the discontinuance of service to such
customers would stop, or materially diminish their operation.
| o
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| JP. End-Use Curtailment Definitions

Abnormal Peak Day (APD): An APD is the coldest day which could reasonably be expected to occur
within SDG&E's service territory.

Alternate Fuel: Gaseous or nongaseous fuel, including fuel oil, synthetic natural gas (SNG), liquefied
natural gas (LNG), and liquid petroleum gas (LPG). Electricity shall not be considered an alternate
energy source.

Boiler Fuel: Gas used specifically to fire boilers, regardless of the end-use of the steam produced.

Cogeneration: The sequential use of energy for the production of electrical and useful thermal energy.
The sequence can be thermal use followed by power production or the reverse, subject to the following
standards:

1. At least 5 percent of the facility's total annual energy output shall be in the form of useful thermal
energy.

2. Where useful thermal energy follows power production, the useful annual power output plus one-half
the useful annual thermal energy output equals not less than 42.5 percent of any natural gas and oil
energy input.

Curtailment: Utility initiated suspension of gas service resulting from a supply or capacity shortage of
gas. A Capacity Curtailment occurs when the utility declares a capacity shortage. A capacity shortage
exists when, in the utility's judgment, there exists a restriction or limitation on utility transmission or
distribution pipelines necessary for the acceptance, transmission, or subsequent redelivery of gas
resulting in the utility being unable to meet its operational, contractual, or gas customers' requirements. A
Supply Curtailment occurs when the utility declares a supply shortage. A supply shortage exists when, in
the utility's judgment, the utility has a deficiency of gas supply available to meet its operational,
contractual, or sales customers' requirements.

Customer: The person or entity in whose name service is rendered as evidenced by the signature on
the application, contract, or agreement for that service, or in the absence of a signed instrument, by the
receipt and payment of bills regularly issued in the person or entities name.

Critical Customer: One where danger to human life, health or safety is involved, and includes
customers such as hospitals, other state licensed health care facilities, medical research facilities,
medical facilities at military installations and detention facilities, municipal water pumping plants and
sanitation facilities.

Electric Utilities' Start-up and Igniter Fuel: Electric utility natural gas use where no alternate fuel
capability exists for: (1) heating the boiler system adequately during start-up to enable efficient oil
burning to meet pollution standards; and (2) insuring continuous ignition and flame stabilization within the

boiler.
(Continued)
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SHORTAGE OF GAS SUPPLY, INTERRUPTION OF DELIVERY
AND PRIORITY OF SERVICE

P. End-Use Curtailment Definitions (Continued)

Emergency Conditions: Operating conditions that may result in a curtailment of service to customers
due to failure of utility facilities, however caused, war, riots, acts of God, strikes, failure of, or interruption
in, gas supply, mandatory or voluntary curtailments ordered by the Public Utilities Commission, or other
conditions beyond its reasonable control.

Local Operating Constraint: An operating condition limiting the ability of the utility to provide gas
service in a confined geographical area.

Peak-Day Demand: A customer's highest billing month's requirement divided by the number of days of
operation in that month.

Pilot Light: A small gas burner which is kept lighted to rekindle a principal burner when needed.

Point of Delivery: The place(s) where the utility delivers gas to a customer at the customer's facility or
customer managed storage.

Point(s) of Receipt: The place(s) where the customer delivers, or has delivered on his behalf, gas for
delivery under a utility gas transportation agreement(s).

Residential Use: Service to customers which consists of natural gas use in serving a residential
dwelling or multi-unit dwelling for space heating, air conditioning, cooking, water heating, and other
residential uses, except for central heating plants, serving a combination of residential and commercial
uses where the commercial portion of the use is in excess of 100 Mcf per day, or is more than 15% of
the total natural gas requirements.

System Operating Constraint: An operating condition that limits the ability of the utility to provide gas
service throughout its entire operating system.

Dispatchable Electric Generation: Electric Generation customers who operate in response to dispatch
orders from Electric Grid Operators.
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GAS TRANSPORTATION RULES FOR NONCORE CUSTOMERS

The general terms and conditions that apply whenever the utility transports customer-procured gas volumes
for noncore customers are described below. This rule will be part of any contract to provide such service.

A. Definitions. The definitions of principal terms used in this rule are found either herein or in Rule 1,
Definitions.

B. Customer Responsibility for Interstate Transportation. Customers who qualify for either core or
noncore transportation-only services are responsible for acquiring interstate transportation services to
deliver customer gas to a point of interconnection with the Utility System Operator’s pipeline system.

C. Customer Procured Gas. Customers who procure their own gas supplies must satisfy the terms and
conditions stated hereunder as well as the terms and conditions stated in Rule 30.

E. Customer Notification. Once annually, in February, the utility shall send by separate mail (not

combined with billing) a notice to all customers receiving and/or eligible for noncore gas service. The
notice shall clearly explain the options and levels of service available to the customer. -during-any

S i

F.
G.
H.
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GAS TRANSPORTATION RULES FOR NONCORE CUSTOMERS

request noncore service no Iater than 20 days prlor to the flrst calendar day of the month that
customer wants noncore service to commence.

J.
| K. Interruptible-Intrastatel ocal Transportation Service. Customers who qualify for this service will be
responsible for satisfying the following terms and conditions:
| 1. Interruptible-intrastateLocal transportation service.
2. One-month contract term, with monthly gas nominations.
3. No use-or-pay volume obligations or rate charges.
4. Gas curtailed pursuant to Rule 14.
Service under this option will be provided under a single service schedule: Schedule EG for
distribution level electric generation and cogeneration customers, Schedule GTNC for distribution
level commercial and industrial customers and Schedule TLS for customers receiving Transmission
Level Service, as defined in Rule 1.
Service under this option provides for the transportation of gas supplies across the SoCalGas
pipeline, excluding backbone transportation service which can be obtained under SoCalGas’
Schedule G-BTS, and SDG&E pipeline systems to the customer's end-use meter.
(Continued)
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GAS TRANSPORTATION RULES FOR NONCORE CUSTOMERS

L. Customer Obligations. Customers electing any of the noncore service options available to them will
be required to sign a Request for Retail Noncore Gas Services, Form 142-1259, specifying the
customer's service elections, gas nominations, and other relevant data that the utility requires to
provide such service to the customer. In addition, the customer will be obligated to the following

provisions:
1. Interpretation. The interpretation and performance of any contracts for gas service shall be in

accordance with the laws of the State of California, and the orders, rules and regulations of
the Public Utilities Commission of the State of California, in effect from time to time.

2. Amendment or Modification. Except as required to conform with California Law and the
orders, rules and regulations of the Public Utilities Commission of the State of California
(which retains continuing jurisdiction over this Contract and the Schedules attached hereto),
no amendment or modification shall be made to this Contract except by an instrument in
writing executed by all parties thereto, and no amendment or modification shall be made by
course of performance, course of dealing or usage of trade.

3. Waiver. No waiver by any party of one or more defaults under this Contract shall operate or
be construed as a waiver of any other default or defaults, whether of a like or different
character.

4. Damages. No party under this Contract shall be assessed any special, punitive,
consequential, incidental, or indirect damages, whether in contract or tort, for any actions or
inactions arising from or related to this Contract.

5. Assignment. This contract (or any rights or obligations related thereto) shall not be assigned
without the prior written consent of utility, which consent shall not be withheld unreasonably
(but utility may require than any assignee confirm in writing its assumption of the rights and
obligations of its predecessor).

6. Hinshaw Exemption. In the event that any governmental entity (including a court) issues an
order or rule which would result in the loss of utility's Hinshaw Exemption from federal
regulations if this Contract entered into by utility remains in effect, utility may terminate this
Contract.

7. CPUC Jurisdiction. This contract shall at all times be subject to such changes or modification
by the Public Utilities Commission of the State of California as said Commission may, from
time to time, direct in the exercise of its jurisdiction.

8. Payment. All bills rendered by utility shall be paid by customer within fifteen (15) days after
the billing date to utility's depository (which may be changed by utility on ten (10) days prior
written notice). One master billing may be made by utility for all services provided under this
contract as mutually agreed. Such billing shall be sent to customer at the designated
addressed provided on the customer's signed service agreement.

9. Request for Multiple Service. Although the customer may request several services under one
service agreement, each service provided by utility to customer is separate and independent
from all other services. Thus, the breach of the agreement for one service under the
customer's service agreement shall not result in the breach of, or excuse performance under,
another service for which the customer has contracted. Likewise, there shall be no offset
between any amounts claimed to be payable or due under one schedule against amounts
claimed to be payable or due under another schedule.
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GAS TRANSPORTATION RULES FOR NONCORE CUSTOMERS

M.  Service Termination. Customers who elect to terminate service will continue to be subject to the
use-or-pay obligations for firm transportation service, and, if applicable, transportation reservation
charges for the contracted period, and such charges will be due and payable on the effective date
of service termination.

N.  Partial Requirements Service. Customers may split their transportation requirements among the

noncore service options available to them. The customer is obligated to inform the utility how the
customer wishes to allocate their gas load requirements among the noncore services available to
them. The customer will be responsible for satisfying the terms and conditions under each rate
schedule the customer receives service.

Q. Adtherized-Curtailment-QuantityMaximum Authorized Usage: The maximum heurhy-quantity (in
therms) the customer is entitled to use during an interruptible-sLocal Service curtailment-is-egquat-io
Ny I MCO a I hy, atina—-day

3 ore_Month on a N Vil

R.  Availability of Daily and Hourly Data: In the event daily usage data is not available, the recorded
monthly volumes delivered to the customer shall be assumed to have been delivered at a constant
rate over the number of calendar days during the month. In the event hourly usage data is not
available, the recorded daily volumes delivered to the customer shall be assumed to have been
delivered at a constant rate for each hour during a 24-hour period.

| s.
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GAS TRANSPORTATION RULES FOR NONCORE CUSTOMERS
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| z.
AA.
BB.
CC. Negotiation Rights. Certain elements of the transportation charges for interruptible services provided
hereunder may be negotiable. Customers who qualify for and elect interruptible services have the right
to negotiate an alternative transportation contract with the utility. All negotiated agreements must be
filed with the Commission within 5 days of execution. The utility shall make these agreements
available for public inspection at its general offices within five (5) days of execution, and upon request,
at any of its district offices within ten (10) days of execution.
(Continued)
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GAS TRANSPORTATION RULES FOR NONCORE CUSTOMERS

CC. Negotiation Rights (Continued)

The utility is not obligated to negotiate any terms which may differ from the default charges. All
transportation charges for firm services provided hereunder are not subject to negotiation except as set
forth under the Expedited Application Docket (EAD) procedure which the Commission established in
D.92-11-052. Under the EAD procedure, the utility may negotiate a discounted firm contract with a
customer in order to prevent uneconomic bypass by that customer. The Commission must approve all
such discounted contracts.

DD. Service Seasons and Billing Prorations. The winter season begins December 1 and ends March 31.
The summer season begins April 1 and ends November 30. In the event that the current billing period
usage includes both summer and winter usage, a proration of the billing period throughput applicable to
each season shall be employed. This proration shall be in proportion to the number of days gas is
delivered for each season during the billing period.

EE. Alternate Fuel Requirement for Non-Cogeneration Service. Commission Decision 93-09-082, effective

September 29, 1993, adopted the existing size requirement of 20,800 therms monthly average usage
for determining noncore status for new customers and grandfathered those customers below the 20,800
therms per month size limit who were receiving noncore service as of September 17, 1993.

Noncore non-cogeneration customers with core load through the same gas meter and/or cogeneration
customers with metered gas in excess of the heat rate allowance which is core, will be able to continue
use of the core gas during a curtailment without a charge, so long as the core gas has been
contractually identified in advance of the curtailment, and, as such, has been billed on the customer's
otherwise applicable core rate schedule.

FF. Alternate Fuel Requirement for Cogeneration Service. In accordance with Section 277.3 of the Public
Utilities Code, customers will not be required to maintain alternate fuel capability with respect to
equipment which uses gas for purposes of cogeneration. However, in the event of curtailment,
customers under this schedule will be curtailed in accordance with Rule 14, Shortage of Gas Supply,
Interruption of Delivery, and Priority of Service.

GG. Standby Boiler Customer Classification for Cogeneration Service. Cogeneration facilities with standby
boilers on a given premises will be treated as one customer for purposes of assessing customer and
charges, if applicable, provided the cogeneration customer has signed an affidavit (Form 143-1659) to
the effect that its boiler system only operates when the cogeneration system is not operating.

(Continued)
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GAS TRANSPORTATION RULES FOR NONCORE CUSTOMERS

HH. Additional Metering for EG Services. Pursuant to anti-gaming provisions adopted in Decision 00-
04-060, an electric generation customer receiving electric generation services must make available
upon request any measurement devices required to directly or indirectly determine the kilowatt-
hours generated, or the average heat rate for the electric generation equipment. The utility shall
have the right to read, inspect and/or test all such measurement devices during normal business
hours. Additional gas and/or steam metering facilities required to separately determine gas usage
to which the electric generation rate(s) are applicable may be installed, owned, and operated by
the utility at its expense, however, the utility may, in accordance with the other anti-gaming
provision, utilize estimated data to determine such gas usage. The full text of the anti-gaming
provisions are provided under the Special Conditions of Schedule EG.

Il. Gas Balancing Services and Standby Service Charges. Customers are subject to the provisions
specified in Schedule G-IMB.

JJ. Retail Gas Service. Self-procured or utility-procured customer gas will be transported for use only
by the customer, and, with the exception of UEG gas, will not be for delivery or resale to any other
entity except in cases where over deliveries may be exchanged for trading of imbalances or as the
result of authorized gas diversion.

KK. Interruptibility by the Utility. Service is subject to discontinuance in whole or in part without notice
in case of an actual or anticipated system capacity or supply shortage. The utility will not be liable
for damages resulting from service interruption or service discontinuance. Use-or-pay charges for
firm transportation services will be forgiven to the extent the customer's usage falls below the use-
or-pay level due to service interruptions imposed by the Utility, or upstream pipeline or Force
Majeure conditions, excluding required maintenance of customer's facilities, plant closures,
economic conditions, or variations in agricultural crop production.

Under force majeure conditions, a proration of customer charges will be made only if the utility has
received written notice from the customer within 60 days of Force Majeure occurrence. Use-or-pay
charges will be prorated in proportion to the number of days gas is offered during the billing period.
Interruption or discontinuance of service will be made in accordance with Rule 14.

LL. Interruptibility by the Customer. Written notice to the utility will be required at least 30 days prior to
any customer shut-down for maintenance or routine repair of a duration anticipated to exceed one
day or any other action that would significantly impact the delivery of contracted volumes of gas
into the utility's pipeline distribution system.

MM. Gas Distribution Extensions. All extensions of gas distribution mains necessary to furnish
permanent gas service to applicants will be made by the utility in accordance with Rule 15, Gas
Main Extensions.

(Continued)
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GAS TRANSPORTATION RULES FOR NONCORE CUSTOMERS

NN. Standby Boiler Customer Classification for Cogeneration Service. Cogeneration facilities with
standby boilers on a given premises will be treated as one customer for purposes of assessing
customer and charges, if applicable, provided the cogeneration customer has signed an affidavit
(Form 143-1659) to the effect that its boiler system only operates when the cogeneration system is
not operating.
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TRANSPORTATION OF CUSTOMER-OWNED GAS

D. Operational Requirements (Continued)

10. Any penalties or charges incurred by the Utility System Operator under an interstate or
intrastate supplier contract as a result of accommodating transportation services shall be
paid by the responsible customer.

11. Customers receiving service from the Utility System Operator for the transportation of
customer-owned gas shall pay any costs incurred by the Utility System Operator because of
any failure by third parties to perform their obligations related to providing such service.

E. Interruption of Service

+ The customer's transportation service priority shall be in accordance with the definitions of
Core and Noncore service, as set forth in Rule 1 and the provisions of Rule 14. If the
customer's gas use is classified in more than one service priority and/or service level, it is
the customer's responsibility to inform the Utility System Operator of the priority or priorities
and service levels applicable to transportation service. Once established, such priorities

cannot be changed during a curtailment period or more often than monthly-except-that

F. Nomination in Excess of System Capacity

1. The Utility Gas Control Department’s protocol for issuing an Operational Flow Order (OFO)
is described in SoCalGas Rule No. 41. Any OFO shall apply to all customers, including
wholesale customers and Utility Gas Procurement Department.

2. The OFO period shall begin on the flow date(s) indicated by the Utility Gas Control
Department. Customers shall be allowed to reduce their nominations or adjust their supply
ranking in response to the OFO.

3. In the event customers fail to adequately reduce their transportation nominations, the Utility
System Operator shall reduce the confirmed Backbone Transportation nominations on a pro
rata basis across the system consistent with the scheduling priorities of backbone
transportation.

- =

4. In accordance with the provisions of Schedule G-IMB, Buy-Back service shall be applied
separately to each OFO day. Customer meters subject to maximum daily quantity limitations
will use the maximum daily quantity as a proxy for daily usage, For Utility Gas Procurement
Department, the Daily Forecast Quantity will be used as proxy for daily usage. For Core
aggregators, their Daily Contract Quantity will be used as proxy for daily usage.
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