
D ~ i ". ~ ...... , ,.., S IF cc ... s Or:. .~o. __ 'OJ;;....._'1c~-_~.;..;..--_ 

BEFORE '!'}.;zRAI!"i\O~;). CO~z,:ISS!O~ OF THE. STATE OF CP.L!FOR.UA. 

. . 

. !."l the Y.at.ter or 'the ~pp1ication or 
.'. SOUTHERN 'CJJ.,IFO?.~'IA· GAS ·COMP;"'-"'! ' . 

for an order 'approving contract 
with Detense· ?l8r.t ·Corpora.tion 

. ci~ted. Oetoberl, ,1942, tor the' 
'injection,,: ~torage 'ar:.d withdrawal 
or n:,.turalga:· in the ::so-ealled '., 

. Playa '. del 'R~y. Oil, and C;a.~, Field.~ '" 
' ..... ..;. ; 

) 
) 
) 
) 
) 
) 
) 
). 
) 

--------------------------------) 

BY T:lE CO!£'!ISSIO~: . 

'" ,"0, • 

. .' -'. 

In thi~ application Southern Calii'orr.ia Cia:s CO:lpany-, $(:tz ' rorth • as ,: 

Exhibit Ia contract that· it propo~csto enter i..."'lto .... 'ith the Derense Pla:1t 

" Corporation' (a corporation created by Reeon~truction Fina~ce Cor~r3:~:.~n· of. the : ... 

~ationalcOverrJ:lent). and seeks an' order i'rom"this Co~s~ion app~rlr.s ···s31d:". 
, '. ,_:, .' I • ,'.'.~" . ,,'," 

contract ~ to be dated October 1, 1942, .!or the injcctio:l~ storage' a.nd withdrawJ).l 

_ . . 'i ". ,,' ~' •. ", ,~ , , ,,';' ":' ' 

There is a considcrab:e 'backgroundleaCi.."lg' up, to the.!'Ui:lg, 01' this ' . 
. ' .. , 
" " ... , '" .",' 

application . that . ~ecd 'not be" rovie-Ncd in c!.et~il ~ It ::.ay be . recou."'ltcd ; . nowever, 
" '. ."'. _ .... 

that'thc proposed aSrcc::ent now be!o:-e . the Co~~~ion represent,' t.he. eul:~.:lation 
: ',> ." .. ' ". ~." 

, 01' wh~t. r.ay ~ ,looked upon as' the '. e~perat.i vo c!!ort of ~ ~cveral" p~rties ~ inelud-,~' 
• '" • "~~.,..i', . , ,<:' :'. ":. . -, ,.: ',"1 ' 

i:".g not' only' Applica.."lt. Corporation but ',likewise' DCi'ense '. ?l.."nt: Corporation,V:ar, ' 

?r~d~~tion·Board,.· Office o! ?etroleu: t.c.::lini:tratio~· !or ... ~~;uni'o;~~:'Compt\~ 
or C~i!o:':lia, De~artmcnt 01' r;atural Resource~oi' 'C&lii'orr.ia ~d thisCO"'...mis::ion. ',' 

Early in 19J..2 it beCa::lc'app~r~nt 'th~t'~ ~'it~thO tr~:lC~dous:ir.~~e~s;d;;~~~rc~" . 
. ". I . .' ',. ~ 

.,.. , .. 
I. " • ' 

.C!lcntsoi'naturalgas!or wtJ.r and otheressenticJ.·lotJ.c,s, the dc'~iver~~ilit.yot;. 
.. .~" I,.. " '. I. :: I' .r, , < '...... ,.' , f""" ", .' .' ,·l .'.' ,;' '" '.-

, gas into the Lei A.."lgele~ :lctropolit.ln· a.::-ea::n:.st· be ~sr~ply increased', ' •. espeeic.lly· 
, .. 1' 

.. " ... , ,', ," .. ',' ,',',' ," 

'., ',' ....... . ';>'" . ',: .. ""'.' '" ...... :, .',': .;. ,.: ,':'. . . ..: .. :', .... .' .. ' :<'," 

'l'he'desir~'bilityo1' ~lllrge underground storcgenes.r loa~eenter, that eould.:be 
•.•.• , '; .'~ ~ - "\, j. ';"'~'" ,,~,.:I'·"l:" :'; .. ',' 

filled: in ~he , ori'-peak ,=er period c..."lci u::ed . i:l th~ 'winter . zea:son W.:l3 . npPClrcnt • 
• "f" .," 'j." 

;.. g~~:'og:i.eal' D.nc.' ~c~nocie '",urvoj" by thi:s ': Co::mi::sion show~d. Playa, del'. ?e:r;' 'en Qil 

-1-
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'. probc.bly tea~i'ole as' c.n undergrou.."'ld . storage r~servoir: . This . Comc:i.:;sion, in 
, . " .. , ..... , 

· August. 1942,. rceomended.to the c.ppropri~te feder~ ::.i~neie:s the c.cquisition, .. 
, ,I. ,.' > • 

. under' government war powers,' o! this· storage re servoir 'o! • approxirntl.tely 2J.O '. acre s; . 
'I.' ".: ,. '-., '>, ',. • .<> . 

In 'Septeo'oer 1942De£(~nso 'Pl~t Corporation aco .. uirt~dpos~e~sion, Under :cond.emk-
• I .:,., ' 

· tion~ o! ·tr.is !icld' ~nd. . ;..pplicc.nt C~rpor~t.ion, a£t(~r· co~t~~~i~.g'; thc~~ce~s."ry 
• . .. . _. • • • j " '... '. • .' ',' ~. t • . " 

transmissiona.."'ld. .. cOQ,pres~ion' !a.cilities, injected about 1-3/4' billion" cubic 'teet:' 
. J' '. + 

~, \ I ,,", ' .'. -", 
j ., .. ,' 1 • • 

Durir.g· the ~a~t. heo.ti.."'lg season o£:' 

19k3-lo4 about 3/4 buii~~ cu~ic' !~et" ~~;e withd;llw:l t~ hel~' ~~e~ th~ '~crl~ic~,i" 
. dctr..lndso! this 'period, with hourly d\!=and wit~cir~;:al~ ::..P~~~~~hing2 million';' 

eubic!~etand 25 ~lli~~:c1.:.'oic !I.:et. p(:r ~y'. (i) , .. 
. " ,. 

Generally. it:::;.y be said th~t the proposed contrt\ct providos ~that' 
,," "' , ,,' ','" -'. . 

Applicant, Southern C."lli1'o:-r.ia Cas . Co:o.~a.ny, shill. pt:.':/ ~i'enze Plo.nt Corporat.io:l·" 
. '. 

• '. " ... r _ •• ." • '.' , " " • .. • ", .. • ",' ': ~,..' "' ';, • • 

tor the us~ 01' 'the reservoir, su£!icient !:loneys oVf:rthe 8~yearperiod 'covered· : . , ,',: ,". ',', :.j "', r' 

by the. o!l.greem~nt· t.o .:nake~i'cr.se Plant Corporat'ion whole in, the aequi=ition': 
• '< , 

I , , , 

co~t~, c~~-ng ch~rg~s, o.nd costs 01' opero.tion ~"'ld mcintenc.nce 01' the,stor~ge 

projeet~ . Referring to the contr~ct, it n~pe3rsthct~uch ch3rges:~d p~y.oents 

provide' '£or a 3~cc~t' ChFarg~ per thoustlnd' cubic £eet. ¢t gas wi thdrcwn fro:.. the 
" ,. 

reservoir gcs well:: ,plus M!t defici",!'lcy 'in : earnings', .'lttcr crediting to tho' 

project receipts' 1'r~m' the ~ale o! oil; etc';,. thctQL'.j" '!'(~l1:Sho~'~~!,'m~etine:'~n 
j ,. ~. " , i. ~. '~ .: .".:' • ~ " • 

~xpenscs, plus.s 5-per cent ·int.erest cer~ng charge on the av~ragcunrecovcred: 
'.,': .. 

invest~entin the proj~ct. In' ~dd.ition to the 3!~re=tlid: p~y.m~~ts';' $200 ~600 ~ is 
• '·r .. ,' 

· t.o be pllid' annuall:r to return' to . De£ense Pl:.nt Corpor~1tion'it!5' investment 'in: the 

'. proj.,'ct,~bj·~ct~:" how~v.)r, to~()tuX'nOf su'~h p~~~nts"~nd~the~p~~~n~~'> 
·~r.clusive. of. the 3~~ce~t·. cha~e~, to Southern C::li!orr.i::.. Ci~s Cocpa.v,dependil'lg 

'. ~ 
~pon thE'" over-CJ.l recove=71 ';jefen~e ?U:.nt. Corpor:.tion r(;c(~ivc= ;:troro. ·theprod.\:c~ion 

,::" . ,'", '" 

end "5'~~ ot oil £ro:.,t.he. !ield ~d ot.h<;r e.:lrru.r.gs .c.,"':d, 6.:: proVidee~or :in d'!tail\ 
. . . '.' .' .,' ", ' 

in t.heZ!,!'orasc.~d contract agree:o.ent.· ..... " 

. (l)' The i'irst.ye::.r' s . cycle o! .inject.ion., :::t.o:-age. a..."lc. ..,:ithdraw.::l ,ha~ indic<lt(!d 
. SO:::'03 g~' ·llligr~t.ion. ". A new pres:ure survey mgr~ti6n study is' u.."'lder way' 
Ilnd the, re:ults .Q.ppoe~ . !c.v~r.:lol~ at tl".is tir.le. , ... ;.. satis!a,cto:r-J" nc~ou.."lti."'lg 
tor- increased gas: prod1.:.ction 'trom adjoi:li. ... .g ':/cll:: out~ide .. 0£ . the. condt'..::l."led .' 
De~en:e ?lZ'-nt· o.rel! is . nbout , to. be eon:U!"...T.ateci.,; Injectedg~~;z . during thiz .. 
z'.lIM1or ('I.nd. ·f.:11 o! 191.04. orir.gs < t.he tot~.instor3ge .to a.'oOut 2~ billion: 
cubic .; l'ep,t and the·.:3 billion cubic. feet store-ga llci t, 'ot which' 2 . is " .' .. 
f'.:stir'..Ilted. to ~ resdily u::;cble, ::.cy be rec.lized. this jccr. '::" .... , ... '.;: 

',,'. ". ,.' ,,", 



In 'cdditicn 'to the .:lutho:-iz:?tion zoug.~t as to the' epprovc.l 01'. the' 
, -',' . ,. 

contract agre~ment itsel!, Applic~~t speci!ic21ly ~Sk3.:lnd ~kes r~quest,th~t 

thiz' Co:l-:iission pcr.oit it to:' 

"(1) 

(2) 

- . 
include in' its. rete o("sc :.t:y .md "ll :ir.vestment :.i~cic byiti.-i 
£:cilities·constX'iiet.cd,!or the injectior.,;storage t.nd y;iihdraw~l 
of Mtural' g!l~ " in s:iid' Playr .. dol Rey . site, ': .' 

""'1, '," '. r" ,.' • '," 

includo:!.n 1ts, rc.tl:'S to itsco.ns~ers: ~y :l.nd '~l -:xp!':r..:sos ,ineurred. 
by the: Com~ny i."l the' opere-tior. or such. !'~ellitiez. c.nd~nYMd ill .. 
!:loneys 'pcid ,by it to Defense ?la.."lt, Corpo:-atio:". under :lod ,:,in ~eeord­
~ce ~aththe ter:s ~ndprovisions 0: s.:lid,contrhct with De!¢n=e' 
?lc.nt Corporlltion set forth i.."l' E.x.1ibit I, :.nd. . ' 

, . ~ , '. . 
recoup £ro~'itscon~,,:ers:any and clJ.·',losssu!'!ered 'by'th~ Compc.nY· 
in :conncction ".d.th, and/or C;.s'tnp. retiUlt,01',. the ,constr.:.ctior., "/ 
oper~tior. ~nd/orremov:~ o! :~id !c.cilities.:nd,~"ly.c.nd ~ los: . 
sut!t:r~.ci 'oj" the Compc.nj" unci'?r, .lnc/ or e~ the r,=sult ot :eid, .... 
eontrar;t · ... 'ith Dc!'enso ?l:.nt Corpor~.tio:'!,.:'1z z<;t !orth in Ex!-..i'oit :'!;" 

I.' .' ,.' ~'.".' _" '.. . .,. ',~ ", -
(ie ~rt: o!the opi.."lio:-. th~.t a Pl"oj~ct" o!":.hiz 'cr~r:.et~r,holdir.gout 

~uch tavor~~ble' possibilities to tho, utility ~nc!' it::eu:::tomerS;·'ShOUJ.~:·'~ve th~ 
. . ", ' ,~:': 'p.~". )," .. " , '" 

, Com::i ::;:ion ' s : support _' Thi~ underground reser"/oi:provide~ en inereazp. ,in gCis 
, t· \. I . , .~"'_.I '.f '" " 

avaiiabili ty to e ~.5ent.:t:ll" 6uitor:.er!j' during the ,. c'ri tie~.l· periocW 'ot ~. ' 
.' • ',"':';" .. 1' ',."'. 

dem.:'1nd. Ilnd the eo!:t::', i~vol~~d. i."l thf£:' dev(~lopin.; " <l."lci '. operating the: :torag~' 

project, are properly to b~ looked ~Por. ~s ch;genble"to" ~a::: oper:l.ti~;..5: :.nd . 

,. ~ceordinglY should. 00 : re~l¢cted 'in cu~to:n(::l'" rates tor gas: service~' .. !n', this, " .. 
, '. • ;"'."" ...•• ', ·,,'1 ....... ', 

r~spect, how~ver, it is' p,lso' t%'1le 't.M.t '~ch' costs, . whether ; they repres(::nt ," 

capitp..l, ~Xpen'd.i tur-:-:;', or ~pp.r~tinS' e~n3cs, ::ru.:t be. tested '07 'the ':~$~al', 
stand.c).rds" ot re~sona'oleness." Tho .lecour.ti.."lS·:::·:-.. ~ll'o~ "i~'·~d~ordt~~~;·~ith, th(> 

'I ,I .•• 

Co::wission t s eia'ssitic~tio~ o£ .lccou.:-ots and. ~ such !o~ and' d~tail t~t 
. .' .. I, , .' " 

complete ~M~ysis of' chargc~ " ~"ld ercdi ts to th1s project" con' r4i:3dilj" 00 'made: 
" ,,, . .' . . ",,',. "',."", 

Sp,=ci!ic require::entsa'; to. p.::.~ent':$ u.."lder the contract' :'J:gree::.tmt ,$hell be' 

dee=ed.re.:l~O~.:lble e~~t~':(2) , 

,p'. 

of the opir.;ion tho.t "a puolic he.:lring ,i:: r.ot rf:'quircd,.:.nd.!1nC1ng the.t ': " 
, . 

AppJ.:i~;>.!·lt Utility iSWolrra!ltE!d, in undertp.ld:.s r~t~ru i gas:'inj6~tion;' sto'ro.g~:·· 
. "., . 

, (2) 
',".' ",'I,'. 

EVAn" it the" projp.ct shoulclultir:.&.t.ely' prove, to 'M .l ~:''lrtial i't.ilure,· the 
costs ,aetu,~y: and r.eces:crily incurred sht.ll be" d.~emod as properl:r,: 
ch.e.rge.lolc to utilit~ ~~rvicc: " , ., , 

. ' ~, 

I,' .,', 
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GF 
Ap.'263k.5~ 

,. 1" 

incurr~d, ,as hereto!ore reviewed,':lore, pro~rly ehargot.ble to . utility ,ope'r:lotioru;, 

:lndgood c~us~ appearing, thero!or~ 

!T IS ORDEBSD that the Southl."nl C~~li!o~ Ga.s Compc..r.y t:.£.y entor into ' 
'., I 

thc.t cert"in contrt:.ct agreeoP.tlt with De!cn::~'Plant Corpor~tion,,~ted OctoDerl~ 

19k.2,.lnd attc.che'dtothc £\PPlicc.ti~n ~~Exb.ibitI, ~de~'out thecor.d.itio~···.: 
. ' ' • . ", ~' I •. " {I/ • I. .:-', • • • • .""', ',f;' I' • 

and requirco.ente: o! sc.id' agreement, including t.he ~: o! payment.s :ast.hercin:.' 

provided~. /~ppllcant sMll,' tile : throe copies of the agree::l.fI!nt 'with~ t~y (30) " 

dc.ys after itsexeeution. 
, . 

The effeCtive' dcte o! thiz . order 'shcJi be the dste ,~hereo!.:·: 

Dated ~t ,Sr..n Frnnci"eo, Ccl.i!ornia, this' /~ de.j" o! No~~r;:19k4 • .' 
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