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Decision N0.S15S4· 

.' 

BEF"ORE THE PUBLIC UTILITIES COMr~ISSION OF THE STATE OF CALIFORNIA 

In the Matter of the A~plication ) 
of PACIFIC LIGHTING GAS SUPPLY ) 
Ca~PANY for an order approving a ) 
Contract with the Union Oil ) 
Company of California tor under- ) 
ground gas storage. ) 

.' 

Application No. 36$09 
. , .... ..... 

OPINION AND ORDER 

' ... ,' . 

Pacific Lighting Gas Supply COopany by 'the ~bove-ent1tled 

application filed March 18, 1955, requests an order' of the:' _I' ;;, 

Comm{ssion authorizing it to carry out the terms and' conditions 

of an agreement, dated February 28, 1955, with t.he Union :Oi'l":':'Company 
• I ~." .. ;'':' ... 

of California.' Said agreement relates to the injection; "storage . 

and withdrawal of natural gas frem the Eighth Zone \ 'of;' '~re~ West:" '.' . 

Montebello "0'11 Field;~j located in Los Angeles CoWity;-::and~st:a~1iShes 
,- ., • • • /" "1 • • ... of ••• , ,- " 

the chargesto be made in cox:nection with this projcc~.·" 'A"copy'of 
.; , 

," , .' : .,. • '" ' .. - I .-

said agreement is attached to the application,"marked"Exh1oit :I, 

and" by reference is made a part hereof .for ail~' purpo'$es.' , 

Applicant is engaged in the bUSiness of' 'purcbasiog 1 

compressing, transporting, storing, exchanging and selling,'·hat.-ural 

gas at wholesale to Southern California Gas Company and':' 'Southern:" . 

Counties Gas Company of California. At present, applicant'''operates 

two underground storage fields. These are the La Goleta Gas Field - ~ 

in Santa Barbara County, and the East wbittier Storage Project ;'1n ' 

Los Angele s County. 

The project in the contract now 'be1"ore us will provide 

additional supplies or gas to meet the peak demand during the winter 

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

17 The zone ana field are described in EXhibits A, B, and C 
attached to the agre~ent. 

-1-
-"",' 



• A-36e09 ET e' 

working eapaeity of 12.5 billion cubic feet with .a maxim'Wll with

drawal rate of 200 million cubic feet per day.. There will also 

be stored in the ~eservoir at all times 26 billion cubic feet of 

gas which will act as a cushion. It is contemplated th~t 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 tall of 

1957. However, it will be possible 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 

com.pressor plant and dehydration .facilities; obtain the necessary 

land; install t~e necessary field and connecting pipelines; 

purchase the ga~ necessary for the cushion; and pay Uinon a con-
,. i 1 ~.~ 

sideration for the contract. Applicant estimates that the capital 
(, ,,' ... 

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 con~rol 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 addition, the 
I 

applicant will pay Union a service charge based on the amount o;t 
, 

gas wi thdrawn from the field. 

The agreement provides for revision of the service charge 

at five-year intervals based on the weighted average price paid 

Southern California Gas Company and Southern Counties Ga.s Company 

of California by their firm general sernce 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 w~ 

reimbursement is' to be .:nade to Union by the applicant are ,to be 

computed 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 twenty years, with the 

applicant having the ~ight to r~new the contract for an additional 

twenty years. It may be terminated upon thirteen months' written 
., 

notice to Union 1£ it should 'develop that the injection, storage 

or withdrawal of gas is not economically feasible. Union may 

withdraw as operator of the field within any time after 'ehree years 

:from the effective date of the contract in which case the applic~t 

will take over the operation of this storage reservoir from Union .. 

The agreement is to become effective as of. the date on which the 

excavation for the foundation for the first permanent compressor 

for this project is commenced. 
., 

The Commission has indicated that development of additional 
I 

u.."lderground storage will help to provide su.1'ficien-e gaLS to preve!lt 

curtailment 01' firm customers. Storage of large volumes o£ natural 
! ,'" 

gas will benefit all gas co:o.su:n.ers and is one means o:t aug:nentitlg 

the gas supply and a.vailabili ty during the critical p(~riods of 
',' 

maximum demand. The Co:nnission has recommended that the gas 

utilities in this state ~investiga.te and periodically inform the 

Co=mission as to the status and development of new underground or 

seasonal storage projects in the state". ~ 

The costs involved in this project, whether they represent 

capital expenditures or o~ra~ing expenses, must be tested by the 

usual standards of rea'sonableness' and the accounting must be in 

acco:'da."'lce with the Commission f s Cl'assification of Accounts and in 

such form and detail that, a complete anal;isis of charges and credits 

to this project can readily be made. 

It appears that this project is a feasible method of pro

viding gas to mee,? peak de:and requirements.. The Co::mission is of 

the ,opinion that the contract will not· be adverse to the public 

interest. Since this project is not in operation, the actu.al costs 

Y Decision No .. 4';11~7, Case No. 5272, CO:Cl.ssl.on investigation re 
dez:and-availabili ty of natural gas in California, page 15. 
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, " 

of operation and of plant expenditures are not:presently known. Such 

costs cannot be 'determined until after the project l'lasbeen, in opera

tion for a period" of time. In view of th is, we are :lot attempting to 

pass on the reasonablness of the constructio:c. C'c:sts, prices ¢d 

forgas to be injected in the reservoir, or operating expenses at 

this time. 

The Commission, having considered the request o£ the 

applicant and ':being of the opinion that the application should be 

granted and tm:t' 'a public hearing is, not necessary; therefore, 

IT IS "HEREBY ORDERED, that the applicant be and it is hereby 

authorized to carrY' out the terms and conditions of' the written 

agreement, dated Febrtlary 28, 1955, with Union Oil Company of 

California under the terms and"'conditions stated therein. 

IT IS.'~URTHER ORDERED-that the applicant shall: 

1. File with the Commission within thirty days, a!~r 
the effective date of' this order two certitied 
copies of the contract'as executed, together with 
a statement of the date on which the contract is 
deemed to:"become effective. 

2. Noti:f'y this' CommisSion ot the date of termination 
of said contract within thirty days after said 
date of termination. 

The ef:f"ective date of this order shall be twenty days after 

the date hereof. 

O 
Dated at _ ... Sl.:::!ln::..:,Fl'an..:;..::.:;:C.ll5C=" =::::o~ ___ , California, this 

of __ ...... :1 ....... 4;.;./?..;.,1I. .... <Y;.;:'I::;.. __ 
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