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Decision No. SH068

BEFORE THE RAILROAD COMMISSION OF THE STATE OF CALIFORNIA

ORIGs

In the Matter of the Application of
SOUTHERN CALIFORNIA GAS COMPANY, a
corporation, and SOUTHERN COUNTIES
CAS COMPANY OF CALIFORNIA, a corpora-
tion, under Section 50(a) of the
Pablic Utdlities Act of the State of
California, as amended, for a certi-
ficate of public convenience and.
necessity for the construction and
operation of a natural gas pipeline
between a point on the boundary line
of California near Blythe, Californis,
and a point at or near the City of
oz Angeles, Califoraia.

Application No. 27056
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LeRoy Y. Edwards and T. J, Reynolds, for applicant,
Southern Celifornia Gas Company. -

leRoy M. Zdwards and Edward R, Young, for th
Southern Counties Gas Company.

Ralph W.. DuVal and Robert Gerdes, for Pacific Gaz
and Electric Cozmpany, as their interests may appear.

K. Charles Bean, Chief Engineer and General lanager,
and M., E. Gainder, Engineer, for Board of Public
Uvdlities and Transporvation of the City of los
Angeles, interested party.

We Ra MacKay and L. H. Stewars, for Smoot-Holman
Company, Inglewood.

L. M. Klauwver, for San Diege Gas and Electric Company.

ROWELL AND ANDERSON, COMMISSIONERS

Southern California Gas Company and Southers Counties Cas Coxpany of
Cai:'.'fom.’na, seek a certificate of public coavenience and necessity for the con~
siruction and operatiom of 2 naturcl ges pipe lire from o point near Blythe » On.
the. Californic~Arizona, boundary line, %o Santz Fe Springs near-the City of
Los:‘Angeies.. Applicants propose to purchase gos at Blythe from the I Paso
Natural Gas Company, a corporation which plans to construet 2 line to ihe.t point

for the trensm=ission. and sale of gas produced in western Texas and New Mexdco..




A=27056

HS

@

Public hearings were held before. thls Commission at Los Angeles on
December 17 to 20, inelusive,.lSL5.. These ipplicants,,as well as EL Faso.

Natural. Cas Company,. have filed.applications with the. Federal Power Commission

for.the lssuance of certificates of public convenience and necessity as required

By the Natural Gas Act,

Zach of the Applicants is zmow. engaged,ds a pudblic utility in the sale
and distridbuvion. of gas for domestic, commercial and indust:ial‘ uses in the
southern Califernia. area.. Together, they have entersd into an agreezent
with.the El Paso Natural Gas Company for: tie purc'.p:_xﬁe of gas. at the state line,
Southern California Gas Compary having obligated Ltself- to recelve and pay for
75 per cent o*i."“.:he ga& waich ElL Paso Natural Gas Company ‘ag,rees to deliver, aad
Sou".:hern Counties Gas Coz:pahy 10 receive and pay fox the remaining 25 per cent.
Likewise, each ;;pplicam intends to skare In the same proportions the cost of
constructing and operatiag the Tine within the State of California.

Appliéants ask that the Commission isszue a oertific@te of public con=
venience and necessity for the construction and operation of such gas line
facilities as required by‘ Section fo(a) of the Public Utilities Act, They have
not yet appiiecl', Tor franchises Irom the counties traversed by the proposed line
in this state, but, in accordance with the provisions of Section 50(c) of that
Act, they ask for a préliminé:y cextificute to exercise s‘}.xch f:anch;f:scs as may
be required and obtained. No request is made at the present time for auphoriz
to issue securities for the finaneing of the project.

At the hea.ring Applicants prosented evidence relative to vhe supply
of gas now available o them from California sources, their need for an addi-

thonal supply of gas, and the feasibility of odbtaining an adequate supply of gas

from okt~mi-state sources under the arrangements entered inte with the EL Paso

Natural Gaz Company.

Prysical Features and Cost of the Prodect

As ‘heretelore stated, the project embodied in this application is

limfted to ‘the ,gas line and related facilities Ahat Applicants propose to
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_conmstruct within the State of Californiz. Thoy imclude g 26~inch high-pressure
gas-line extending in. on easterly direction.for approximately 214 miles: from
Santa Fe Springs near the City.of Los Angeles to & point near Blythe in the

fIt is proposed that actual .consiructien will start not later than

October 1, 2946, and that.the line an 'i;‘:cilities will bescompleted by June I,
‘1947. ith compressor-fzcilities that.will first. be;ins‘qallée:, the masdom
deldvery capacivy during the-Lirst year will be-125 zillion.cubic. feet: per -dey,
and' ‘-from tke second to.the. fourth yesr will-be 175 million cubic feets Appli;
cants have agreed to purchuse Irom. El.-Paso %l\’a‘cural Cos Company a.minimum of
.;lh million .cubic fect a day.for. the £irst.year and 15Q.5.z=i1ld0n cubic feet 2
.de.y for the next four years, and have socured the right.to increase the quantity
to 305 million cubic feet m,..vp....\.m “during.the remeinder.of. the uhi;rf.;,,r-,,re.;r
purchase agreement.
The gas is to.be .delivercod to Applicants ot o mindmunm pressure of
250 pounds (gauge), and.the gas thus received will:be recompressed. by means of
-2 compressor station with an initial capacity of. 10,000 norsepower.to be
instelled by thep. When.ond if the demends are incrozsed to 305 million cubic
" .fect per day, -they ‘propose.to atgment their .compressor cipieity by another
15,000 horsepower. |
It is estimated that the over~all capital cost te.Applicants of the
proposed . ir.itial fcatures of.the: project will cpproximate 8L2,1L0,000. The -
additional cost, ot present price-levels,-To bring the. project up.to:its
ultimate delivercbility of 305 million cubic leet. per <day.is estimated at about
3,000,000 |

o '~*ure of t"xe Gh' Supbl_e.d bv 'c,hc "'l P o'Nathra.l Las: Cogpa.ny
Zl Paso Natural Gos Company. will .supply_gas,té-.Applicams-at'Blybhe
under 2 Ll contract -to con‘cinﬁc Lfor a period.of thirty yegrss Testimeny was
' presented relative to the extensive gas.reserves and supply. that are to be.set

q.q'ide and made available for.the.California project under.that costruct.
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The Z1 Paso Natuzal Gas Company, to insure deliveries of the gus
gbqve mp{ﬁ-ioged, hag dedicated to the pe:?o;;ngqg,e of said a_greg,ﬁent all of the
gas Lt will purchase under contracts of purchase zade with certain producers in
the west Texas and New Mexico fields, mainly, the I?emia;; Basin, Panhandle and
Augoton {iclds. The purchase contracts so dedicated include those ‘wh.gch Z. Paso
Natural Gas Company has mace with Phillips Petroleun Company, Shel-ll. 04l Corpora-
tion, Gulf Oil Corporation, and '.'.'a,r,rén Petroleua Corporation,

During the first five years, the major portion of the gas delivered by

El Paso Natural Gas Company %o the Applicants will be obtalgsed from the Permian

Basin f;el‘.drg.'. These are oll p;odﬁgipg fields. 'If.'u{as indicated that the totul
current oil v's'el'l: roduction of gas from these fields excqus 500 milliorn. eubie
feet a day, and that as much as L8 per cent of this is belng vented o ?,Ee alr,,
The gas neserves in these llelds were estimuted to be in excess of seven trillion
cﬁb:‘.q feet. It w.‘a$ also shown that Irom these fields 150 million cubic feet of
raw and residue casinghead gas could be made available for the California project
_dur.:.ng the next five yee.“.‘ The*ea. tex, as the gzs productive cap..cit; of these
fields declines, EL Paso Natural Ga; Company will obtadsn additional gos to
setisly its demands, including the Celifownis project, fxzom the Pamhandle anc -
Hugoton and other ary gas ficlds. Under. contracts zsde with Phillips
quqz;o}éﬁg Compar';y fo:: gas o be supgl;i,ed {rom the Panhandle Field it Is esti-
mated that over L.5 trillion cublc feet will be devoted to the undextaking.
with App},ica.'}q;,. Counsel representing EL Paso Neturel Gos Company. ststed thut
upen obta:.ni..g the reqx.....,ite federal certificste of public, con'/en:‘.e-xcv and;
nece.,.._..ﬁ', for t"xi., p*oject, it will have secured, all legel authori’t.v to carzy, out
its op;ﬁiggtj.q_q to deliver gas to the Applicants, in zceordance with the agreement,
The contract, conteins provisions covering, the quality end heating. velue,
of, the netural gas to be supplied to Applicants. Gas which, will be secured. froz,
the Permian Basin fhelds, shall rot, contain hyarogen -u...ph.de ox. other. impuris ties
beyond gpecified, amounts.<.) The heating value of; T.hi CuS#'n.Eh._cad'-Wu shall, ':ot

B

(1), 'In 2ddition to specilied Limitations.zs to oxygen, free wate:g 2nd; carbon
Coxide coptent no* more than 0. 2‘5 gmi.ns oL, ,hydrogea .,ulphidﬂ nor '\ 0Te
'c.han 5 grams o;‘ orgamc sulphur per,100 cubic feét are permitted.’

wlie
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, be lcss th¢n lOSO B. t.u.(z) (wct bavia) 'or thy fxrst five ycars and not less

_than 985 B.t.u. for thc rcmaindur ol hc contruct pcr;od. Gas ,ccurod from d:y

.~ o

gas fieldo shall not be less thun 950 B. .u.

4

The prlce to be paid by Applicants for aml gas d—livered at Bljthe Lor

[ X3

_the first five Jear iz baaed upon the follo“ ng *auc, and therca,.er'will be

subjoct to pogsiblc adjugtment upon reqogotiauion by the part;es or upou the

occurrence of certain events mentioned in thc agreﬂmnnt Suck baa*c r4te is.as

follows:

Demand Charge:

- Pexr UCF of Maxdmuz Contracted coe S
Daily Demand- | ‘01,00 per month

’

Commoditj Chargc' .

~First - 500,000 JC” (pex monxh) . ‘; so.is pe:iMC?
Next 5003000 MCF (per month) ’So;ll per UCT
Over 1, OOO 000 uCF (pcr monzh) .095 pcr "CF

‘The average cost of he de_ive Ted gas o Appl cants at not less t&ar

250 pourdu pressure wil- va:y as to volume and year o. d#;zveﬁy. It is estimated
that for thc uecond jear the average cost wil‘ be 13. 68¢ pwr Mcf (lL:?B 1b.

basv), and 1f Applzcanm°' own c°utu be added, the final del;very COSto at the

| Saﬁta :# Spring Station will approximate l7.52¢ (lL 7’ zb. base).

California Rcserves )

&

“videnc— subm_ttcd in this proceﬂding, wmth rcspec* to California'

wzth the Dlvioion of Oil and Gas of the Department of Natural Rpgourcea. The

_estimatcs mace n l9Al and 19L2 were restudied .o give eftcct to int e'mm changﬂs

_and brought up %o dame s of July l 19A5. Such gss reserve e,timates, xpres,ed

in trzllions of cubic feet are Ca,inghcad gus reserves 7. 081 Dry Gas re.erves,
exclusive of 'torage, Le 69&, D“y Gas 'icldg used as underg*ourd ,torage c. 050

" Total 11.825. S

(2)- ' The gas heating value guaranzy is secured by Applzcanxu hy means of a special
agreement with the Phillips Petroleun Company whereby this, company agrees not
to change its preseny methods of gosoline plant operation during the: {nmitial
‘Live year period ‘so as to reduce the heating value of the residue gas below
1050 B.%.u. Applicants have agresd o moke certain pa/monms Annually direct-

Ly to Prillips to compensate them for the operation of their plants in such 2
manner,
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The svidence shows. that withdrawals .of gas from Ca.'!.ifqrnia reserw.-s
Setween’ mery L, 1942 and July 1, 1945, totalled in excess of L. 681 trillion

cub:.c feet, &n average of over 480’'billion.cubic feect a.mua.l...y. ) W:Ltndramls hcwc
been compenszated in part by 'tae. d:....covery of new flelds o..relativoly mnor
importa.nce ‘and new’ zones within exdsting. fields. Op..nions were express#d that in
v:ww of' the most’ intensive expleration program pursued during recmt yna.r., the
out the’ discovery of any important new,reserves, it wog...d'nq:,‘ b_¢ sal e ‘oo expect.
a.riy material additions Yo the present gas supply. The largest ges reserve in uhe.
state,' est“mawd" To be 3.618 trillion cubic feet, is the Rio Vista dZ'_'f gus "ie...d
located northeast of San Francisco. This {ield supplies gas only to The ce'zt*al
and northerh California merket. Average annual w:.tnc’,rawa_..; t.herei_':olm during phe
past three azd a half years navc been 128 billion cubic feet, and recent v;ith—
drawals have been at 2 higher rate.

In southern Cali.‘.‘:l'.)rm the gas requirements are supplied primarily "rom
oil well ges fields. Applicants now obtein gas from fifvy-six separate "ield.s
appro:d.muely 3 per cent of ‘their supply being derived from d,:::,r gas sources.

They eotm‘aed ‘the total oil-well gos production iz California for thé :)ea:: 191.»5
to be approximateély 972 bill;o“ cubic feet, of which only 227 9 was avail¢ble for
utility purposes. Tae production figures given are exc..us.we of the £os :'e:mjec-
ted uﬁder e:'d.sting repressuring projects. Gas now ~~e:z.ﬁ:}czc't.A:.c{ by the oil producers
‘approximates 81,2 billion a year and it is »xpec‘ced there will te an i.ﬁcréa:sé in
“the numbe“ of such projects. in ‘the near future, resulting 1n & stilﬁ further
' *eduction ir-the quantity of gas available %o thc_um.litieg.

B Avplicants’ Gas Rémzirements

' Applic:—in’ts 'SUPPLY- aetural gas Lor nost of the domest:.c. conme'ci._l ..."1d

:mdx..,tr:.c.l *ecuirements of °outher'1 California, exclusive of tne C:.'by of

Long Beach) but including the City of San Dicgo and its envirens, the coastal
area as far north as San Luis Obispo- County, and some parts. £ the oa.n Jo cuin
Valley.
The population of Los Angeles County alone is estimated at 3,441,000,
it having ‘Incressed cbout 25 per-cent: since.l9L0. ,The numbcr o.. ac‘o'ive‘ mcte

of 'che.,e Applicants has inereased i"om 930,600 in 1940 to an Mt:z.mted :L ll5,000
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in 1945, or zbout 20 per cent, and the firm retoadil sales during this same perded '
have increasod from 71';893. Yo 113,033 =illions of cublic feet, or approximately
'57°pér conb. Bvidence points ‘strongly to 2 cont...m.‘ d growth in doth population
and ges s..lc

Appl’ice.'i'cs' gas requiremht‘:; , &5 deterziined by their customer -demands,

are mado up of two prineipal classes of servica, those classificed oz "firm",

including sales o Qomestie, commercisl and'industréicl, and those clessificd zs

“minterruptible’ or "surplus', ‘which cover ssles mostly to the larger commercial

~ond industriel loads. In referonce to.the first ‘class, .Applicents:must 2t oll

times mect thedr Sull 'dm:nds*i&roughod‘: the yean, while scrvice to'the seeond

group'is dependent’ upon gas availability after sérvice to'the First ‘group: and

‘after satisfying widerground storage requirem eats. Applicc.nts,' reguirements

“y charply as betweon swmmor and winter pcriod W as botween thc difforent

hours of the ddy. For example; the rccord shows' that' the' firm gas:reqiirements

in the suimor periéd may fe..‘..l below L0 million pér de.y, while usdercold
tcmpérature conditions St may risc to-*'fi\_rc' Limes fth;'.;.t‘a::.ou. t and the dedly mean
viill apiirbﬁd}.ate‘ over twice the minimum. In addition, an interruptible load of
approximately 20 per cont of the dadly evesege firm roquircments hes been
'expériehcc’:d.

‘The following tobulation token from oxhibdits and testimony sevs forth

the daily éé}i':'.mté;'.' gas “requircments 'of Appliceats, with the aveilable. supply

from state sources;.and the cstimeted deficioncics.

-,

. ily Av.cr~Lmszu {V41lions Cubic Foot)
: ¥} Roqulremon:.s “ oo 3 s - Deficency - :
T : :Intcrmp- : : : :Intamp—: <z
:oYear :Pirm @ . ‘za.blc .l .Tote.l :. Supply : Fivm = 4ible o Total :
WML 296 T 2sL s (3) - 520 - 3 3L

- 1945 209 250 . 565 507 - 56- + 56
947 273 28 521 256 ") | 165 | 165

- X949 288 26l 549 286 ( Ly 261 263
' 1950 295 ' 268 563 253 310

- . & LTS

(3) Includes 1L million cubie feet for nct storagt. in 1944 and 6 million cubic
fect for 19A5.

(L) During time of protzu.ctcd curtailment It is estimoted: ..pp*'oxim._tol,/ 28 million

.eubie feet per day will transfor ‘to firm schecules, This ‘wransfer is not in-
“cluded here.

e
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| It will be observed that on the average daily basis a deficiency

‘develops after the year 1947 in respect to the firm gas requirements, and the
present deficlency to supply the interruptible requirements inquases c¢ach year,
while in 1949 there will be no gas ab all for that services

Kowever, average day requirements fail o portriy the actual day-to-
day situation, inaszmuch ac there are comparatively long periods in the late fall,
winter and spring seasons when actuel custoner @emands-aro 1.5 to 1.75 tines the
average requirements. Under cuch conditions the deficiencies shown in the {irst
tabulation will be greatly incleased, and &8 4 matter of Zact, will occur before
the 19L7 periods

In the following teble estimated perk dey reculyements are indicated,
on: the basis of experienced extremely low texzperutures.

Pepk Doy Basis (M4llions Cubic Feet)

: __Recuirements , "Dericiency
S e : Interrup- : . Interrup~
t Year Pirm ¢ tible » Total ¢« Supply = s Firm ¢ tible

w9 w3 w2 652 w7 273
9.9 s 281 b 576 289 281
1950 97 287 & - sk %6 287

As the figures inqicate,_the ges supply of 652 million cuble feet
iq.@nsgfﬁicient ever. $0 meet the ertimated f;;m service requirements by
1L7 million cubic feet on & peek day basis in 1947, By 1950 it is estimated
this deficiency fn firm peak @ay.requirementslwill be 356 million cublc feet
out of & total ?irm demand of €97 million, or LO per cent. : A

Thﬁ evidence also,shéws thut 12 the southern Culifornic supply is not
mugrented there will be insufficlent gus, over firm requirements in the suammer
period, to replenish the unde;ground storage. - Such storage in 1949, for exwmple,
is estimated to provide as much 23 47 per cent of the maximum peék day
deliveriess If such deficiencies wéée pe¥$itted to develop, not omly would
there Be & greatly increased inébili£y %0 ccrry‘bhé 2irm Joeds over considersble

periods, bub there are indicetions that the lairgest of the undergréund storage

reservolirs (La'Goleta) would be permanchtly impaired through water eneroachment.




It may also be observad that af the prOpo,ed undcrtaking to cbtain gas
from out~-of~state sources is complotcd the addod vupplv-w:a.ll mect the ave“agg

requirements. for sonme. ycars iz the 'uture, but undcr prescnt corditions o* under-

'1 - .‘

ground storage the Applicanz5~wmll ~ll oe unable Lo aeet their maxmmum pcak
day. firm demand. If tho added supply from th@ new lire becomes avaxlable iq .
oI

l?h?, it is estimatec the. total 'npplv available would ’ail o mcet Aﬁblicants'
“,firn peak day requircments~by approxbmately 22 million cubic et In 1950 the
2 firm peak day deficiency'would be 181 m;llion cubic feet. In thiu respect it .

l

was suatod that every effort will be made to, dcvc op fu*thcr sub'ur*ace guorage
1n order that the gas *upply.mav be utzli*cd zn'the 205 st e’f c;ent manner to

asymut in carrying the firm 8853 wintcr loads, and to otherwiue utilize the out=-

‘ofhstatc -8&S, 20 that the most beneficial use wxll be *ealizcd ’o~ the esuent_al'

users of thekserviqe.

Conclusions.

It is-clear, based both upon the £ cts of reco"d ard thig Commission‘s

own knowledge of the gas situation in: Cali’ornzc, vh«t the state's dec_ininp gau

supply mast be, conserved, und thgt the supply aVallub e to utzlitie :scrving the

-,'

southern Celifornia terrztory :ust be ¢ugmented no* onlf to meet the growth

e

load but to maintain present customer, 'ervice. The *ecord justifze he conclu-
‘ Y L

sion thax the p*oposed ,run3513310» line to be con,t-uc*nd bj'Applzc¢nm' 0 con=

J §

nect with that of .the EL Puso Netursl Gus Ccmp Y ;q both economically ard

-

physioally,fga;iblg and is in the public interest. Avcordinglj, a certmfichte

of public. convenience and necessity s@qﬁi& be granted. "he *ollowing order is

recormended..

08D

A public hesring havinb boen held wpon ‘hP epp cgtions of Southern

[N

Californie Gas Company and Soutb#rﬁ Coun ies Gas Company of Cal; rni the

‘matmer considered, and it appearing to the Commiss on and it bc-ng ’oand as 2

PO
’

fact that public convcnience and neceusity 30 require, .herefore

L] . '
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IT IS HZRERY ORDERED that Sous bern California Ges Compeny and Southern
Countics Gas Company of Celifornis be and are hereby gramted 2 certificote and:
are authorized to construct, operate and maintain that certain ges tronsmission
line and appurthances described in the above applicas ion, ond

IT IS HERZBY FUR“H:R ORDZRZED that Southern Culi’o*nxu Gos Company ond
Southern Counties Gos Company of California will be granved 2 ccrtificate or
certificates %o exorcise such county Ironchises or permits as may be obtained by
them for the constrﬁction and madntencnce of s2id gas tranamission linc,;updn
making‘further appiication therefor. -

IT IS HEREBY FURTHER ORDERED thot copies of 2ll executed agrecmcnts_
:pcrtaining to'the pipe line project shell be filed with this Comiszzion and, in
addition, within six moz ths sfter the éompletion of the project, a detodled
stetement shall be submitted, sctting forth the czpital expenditures.

| .. The foregoing opinion and order are hercby approved and ordered filed
as the Opinion and Order of the keilroad Commission of the Stite of Californiz..

The effective date of this order sihall be the date hereof. ‘

=
Dated 2t Sam Franeisco, California, this < cay of g%/g_qﬁ,?/
1946. . . - |

P

Commiasioncrs -




