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In the Matter of the Application

of PACIFIC LIGHTING GAS SUPPLY .

COMPANY for an order approving a Application No. 36809 -
Contract with the Union 0il ' .
Company of California for under-

ground gas storage.

QPINION AND CRDER

Pacific Lighting Gas Supply Company by ‘the above-envitled
application filed March 18, 1955, requests an order of the =
Commissxon aumhorizing it to carry out the terms and conditions
of an agréement; dated February 28, 1955, with the Union ‘0il" Company
of California. Said agreement relates to the injebti5£3*s€6¥age"
and withdrawal of natural gas frow the Eighth‘Zoné”offfh%*wEstf“'
Montebello 011 Field ,y located in Los Angeles Couxty,’and establishes
the chargest be made in commection with this pfd}ééﬁi“ K copy of
said agreement is attached to the application marked ‘Exhibit I,
and’ by reference is made a part hereof for all’ purpdses. ' |

" Applicant is engaged in the business of purchasing,
compressing, transporting; storing, exchanging and selling“batural
gaé at wholesale to Southern California Gas Company and’ Séuthern’ -
Counties Gas Company of Californmia. At present; applicant opeérates

two underground storage fields. These are the la Goleta Gas Field

in Santa Berbara County, and the East Whittier Storage Project in

Los Angeles County.
The project in the contract now before us will provide
additional supplies of gas to meet the peak demand during the winter

season. It is estimated the storage reservoir will have an annual

1/ The zone and field are described in axhibzts A, B and C
attached to the agreement.
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working capacity of 12.5 billion cubic feet with a maxiﬁﬁm with-
drawal rate of 200 million cubic feet per day. There will also

be stored in the reservoir atv all times 26 billion cubic feet of
gas which will acﬁ és a cushion. It is contemplated that injection
of gas will take place during the years 1955, 1956 and 1957 and that
the reservoir will be fully functioning not later than the fall of
1957. However, it will be poszsible prior to this date to withdraw
gas in limited quantities to meet peak~day demands. ‘

' Applicant will provide and install the necessary
facilities for the injection and withdrawal of gas, including
compressor plant‘and dehydration facilities; obtain the necessary
land install the necessary field and connecting plpelIBGS' N
purchase the gas necessary for the cushion; and pay Unzon a con-
sideration for che'contract. Applicant estimates that the capmtal
outlay for this project will be approximately %10,000,000. _

Applicant will own all the gas stored in the reservoir
and all the facilities up to but not including the control valve
on the well heads. Union will operate and maintain the field.
Applicant will pay Union the expenses incurred in operating and
maintaining the storage field and field piping. In addztzon the
applicant will pay Union a service charge based on the amounz'of
gas withdrawn from the field.

The agreement provides for revision of thetéervice charge
at five-year in;ervals based on the weighted average priée paid
Southern California Gas Company and Southern Counties Gas Company
of Caiifcrnia by their firm general service customers (domestic and
commercial), with the limitation that the increase or decrease'shall
not exceed 10 per cent of the previous price. The costs for which
reimbursement is to be made to Union by the applicant are to be
coaputed in accordance with an accounting procedure attached to the

application as part of Exhibit I.
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The contract is for a term of iﬁenzy years, with the
applicant having the right to remew the contract for an additional
twenty years. It may be teraminated upoﬁ thirteen months' written
notice to Uﬁion if it should'develop that the injection, storage
or withdrawal of gas 1s not economically feasible. Uﬁion.méy
withdraw as opérator of the field within any time after three years
from the effective date of the contract in which case the applicant
will take over the operation of this storage reservoir‘f:om Union.’
The agreement is to become effective as of. the date on which the
excavation for the foundation for the first permanént comfressor
for this project is commenced.

The Commission bas indicated that developniefit of additional
underground storage will help to provide sufficient g&s to preveﬂt
curtailment of firm customers. Storage of large volumes of natural
gas will benefit all gas cénsumers and is one means o. augmentzng
the gas supply and availability during the critical pc»r:.odv of
raximun demand. The Commission has recommended that the gas
utilities in this state "investigate and perzodically inform the
Commission as to the status and development of neW'underground or
seasonal storage projects in the stateT. 2/

The costs invoived in this pro ject, whether they repéesehﬁ
capital expenditurces or operating expenses, pust be tested by the
usual standards of reasomableness and the accourting nust be in

accordance with the Commission's CXassification of Accounts and in

such form and detail that a complete analysis of charges and credits

to this project can readily be made.

It appears that this project is a feasible method of pro-

viding gas t0 meet peak demand requirements. The Comission is of

the opinion that the contract will not be adverse to the pudblic |
: {

interest. Since this project is not in operation, the actual costs !

</ Decision No. 49icl/, Case No. 5472, Commissaon investigation re
demand-availability of natwral gas in California, page 15.
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of operation and of plart expenditures are not presently known. Such
costs camnot be determined until after the project has been in opera-
tion for a period of time. In view of this, we are not attenpting to
Dass on the réésonablness of the comstruction ccsts, prices peid
forgas to.be injected in the reservoir, or operating expenses at

this time. O |

The Commission, having considered the request of the
applicant and%béing‘of the opinion that the application should be
granted and that a pubiic hearing is not necessary; therefore,

IT IS'HEREBY ORDERED, that the applicant be and it is heredy
authorized to éafrf‘out the terms and conditions of the written
agreement; datéd February 28, 1955, with Union 0il Company of
California under the terms and ‘conditions statedtherein.

7T ISJ?URTHER ORDERED-that the applicant shall:

1. File with the Commission within thirty days after

the effective date of this order two certified

copies of the contract as executed, together with

a statement of the date on which the comtractis

deemed to become effective. e

Notify thiéLCommiséiog of the date of termination

G505 of tomminaries iR TAFEY cays after said
| The effective date ofrthis order shall be twenty days after
the date hereof. | o
Dated at San Francisco , California; this 2 day

of <l74/m,ﬁa » 1955,
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