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Decision No. _"""S •. 1..:..·..J:.7..;.4 .... 2;::... _ 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STA.TE OF CALIFORNIA 

In the Matter of the Application of ) 
SOUTHERN COUNTIES GAS COMPANY OF ) 
CAlIFORNIA for a Certificate of Pub- ) 
lic convenience and Necessity under ) 
Section 1001 of the Public Utilities ) 
Code. ) 

Application No. 36875 

Milf~rd Springer and Frederick G. Dutton, for 
applicant. 

T. M. Chubb and N. E. Gainder,for Department 
of Public Utilities and Transportation of 
the City of los Angeles; Chickering and. 
Gregory and Walter Fox, for San Diego Cas & 
Electric Company, interested parties. 

Robert o. Randall, for the CommiSSion starf. 

O,P I N ION 
~~-- ...... - .... 

Southern Counties Gas Company of California in this proceea­

ing seeks a certificate of public convenience and necessity for the 
I 

construction and operation of 31.5 miles of JO-inch diameter pipeline 

between Cactus City and Desert Center in Riverside County in order to 

complete the looping of the so-called Texas pipeline. 

General 

A public hearing on this proceeding was held in Los Angeles 

on June 2, 1955, before Examiner Carl E. CrenShaw at which no objec­

tion to the granting of the certificate was manifested. A represen­

tative appearing for the San Diego Gas &. Electric Company, which 

purchases gas at wholesale from app1ic~t, stated that that company 
.. 

supported 'this application since~ in its opinion 1 this construction 
'. 

would increase the security and continUity of the gas supply to the 

customers of San Diego Gas &. Electric Company .. 

In this application, which was filed April 12, 1955, 

applicant proposes· to construct, and retain 100 per cent ownership 
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or ,1.5 miles of 30-inch diameter pipeline to be operated as an 
' -.. ., ••• 1 • • • f f .' .. . . . . 

integral part· of the so-called Texas pipeline system now jointly 
" , , ... '. . '.. ' . .. ., 

owned and operate~ by applicant &nd its a~~i11ate, Southern 
< , " j •• ,1, j. • • 

California Gas Company. This 31.5-mile section is the lazt segment 
I I • • 

required to cooplete the original plan fo~ a parallel pipeline~ system 
' . , ~. -" \.:, . .' , 

extending from Blythe to the Los Angeles, Basin area. 
. ~. . . ~. ~ ~ . . . , . . . 

The estimated costs of construction for the proposed 
. . ).' ~ ( '~ , , 

facilities were set forth in applicant's Exhibit No.2 and are shown 
~', ••. i :. 4 • .." _ 

in the following table : 

Rights of way 
Transmission main 
Pressure limiting station 

Total 

$ 4,000 
2,499,400 

2,S~~:J~ 
ACCOrding to the record applicant proposes to· finance its 

• • . t' 

estimated $16,000,000 construction program tor l~~;, o~ w~ich this 

installation is a part, from net operating income, from funds , , 

representing depreciation charged agains~ curre~t operating expense, 
. , .' . . 

and from funds to be provided by the sale of $lO,OOO,~ of, common 
' .. ~ . , , ~ 

stock currently contemplated for the last quarter of the year. A 
• ~ \ • ,," , • j '. 

witne'ss for applicant stated that an application for Commission 
.'. I '. . 

approval of' this stock issue will be submitt,ed at an appropriate time. 
~ • I I ,;. , • _:' • ' 

Operation of System 

The Texas pipeline system is pres~ntly transporting a maxi­

mum volume, of approximately 713 million cubic teet per day '(on a 
. . , ~ " ," ~, .. . . 

14.73 pressure base). This capacity was made possible by the instal-

lation of facilities approved by this Commission in Decisio~ . :. 

No. 48663, elated June 1, 1953 (Application No. 34049). The facilities 
" , ' .• " J.. J. •. 

which applicant is here seeking to' install will not increase the over-
" , 4 1,.', • 

all through-put capacity of the Texas pipeline system; however, appli-
:. .. 4. -

cant cited certain other advantages which would be obtained. 
' ' , I " ' .', ~ , 

It was 
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.t I I 

~line pack" storage in the Texas pipeline system will ~e increased 
""', ., '/ •. J;' •• t...... ..... ~ • I '", ~ :, i,' '! r. 
by approXimately ,0 million cubic feet. A stu~y currently being made 

.,"::, ',~I . '.,.' ~"; '. "'1'~' ~.> .. 
for applicant by an outside consultant, the complete results ot which 

t. • i 1·· "I , ... ' 
are not yet available, was stated by witness to show that large addi-

'J ,. I 

tiona! quantities of storage for hour.ly load equation will be 
• I" I • ~'." . 

required in the near future on the system ot app17cant,and~ts 

affiliate, Southern California Gas Company. Applicant's witness 
": .. ,I 

testified that the ;0 million cubic feet of storage made available 
• I r-" • 

by this construction would be of value in meeting this requirement. 

If' the entire $2',533,555 investment in this· installation 
. " " " .' " 

were considered to be made solely to obtain additional storage, the 
, . ' 

unit cost of such storage would be approximately $84 per Mc£, and 

would) according to applicant, be a very reasonable price for this 

t.ype of storage. A comprehensi ve study made by applicant' sengineers 

in 1949' for presentation before the American Gas Association showed 

that at that time similar storage (for hourly load equation), would 

cost between $76 and $137 per Mef. The figures in that study were 

based upon a lO-hour filling period. Applicant'S witness also testi­

fied that applicant has built one underground pipe-type storage 
/1." 

facility at a eose of approXimately $214 per Mc:£' and that another 

, 
This latter facility was constructed to· operate 

on a 24-hour filling time. According to the testimony, a study being 
, , 

prepared by applicant's independent consultant reportedly shows that 
, . 

any storage facilities that applicant might construct for hourly 
I .... / .. 

equation should have an S-hour filling time and that such facilities 
t .• ',I, • 

might cost in excess of $200 per Mc! at this time. It was testified'--' 

that the cost of pipe holders inc~~ases rapidly as the ~1~e a~~i1~bie 
_ . r'._.. '. : .",' . 'I. ( ",' 

for filling is reduced, due to the a'dditional compressor" capacity 
I "." "."~. '::' '!' ' «. , I; .... 

required. It was brought out by witness for applicant that the 
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nature of the operation of the Texas pipeline makes the line-pack 
• • :', "',' . • • f· • • • 1\:, I t" ", ,'~ / 

storage available on a cycle which is equivalent· to a holder having .... 
" l ~ ' •• I " • • :.' 

an ~-hour filling time. 
," I "", 

In addition to the storage obtainable, the installation of 
• • 1 " f, , •••• ". 

the proposed facilities is alleged to have other bene~i~s for a~p~i~ 

cant and its affiliates. By reducing the pressure drop through the 
, • ,I' • .' • '0' • '." • 

existing length of single pipe, greater rlexib~lity or operation may 
" '110 .~. '. I. I • <II 

'be obtained. In Exhibit No.2, applicant pointed out that without 
I .,' ,t .. · , ..', 'f'.:,,,' 

this installation the daily through-put or 713' million cubic feet can 
I • \' 

barely be sustained with the existing horsepower installed at Blythe 
" ' .... " .. 

if either the Desert. Center or Ca~us City compressor were to rail. 
, . ~',', ; , 

Under such conditions there would be little or no storage available. 
". ~ '.' 

If the proposed line is installed, completing the parallel system, 

the existing compressor capacity at Blythe will be able to maintain 
I. . . .. , ~ :"" 

the full 713 million cubic foot flow with the sacrifice of. only 
. \ : • '. I' 

between 16 and 22 million cubic teet of the approximately l06'm1ll1on 
' .... ',. 

cubic feet of aVailable line-pack storage. '. , 

Applicant's witness testified that the construction of' the 
\ : I' .' ',., :. 

proposed line would increase the structural reliability of the entire .. , , .... 
' .. 

Texas pipeline system. It was· stated that the original pipeline 

instal1E7a. in 1947 contained. the f'irst 30-inch diameter high-stress 
.. ~' .' 

pipe manufactured for high pressure transmission pipeline, over 6; 
. ,. • , , ~ •• ,'! ' ~ ... , 

miles of' which was manufactured with single-pass outside longitudinal. 
.' ' '. ' 

welding. The pipe used in the remainder o~ the 213-mile original 
. ! • 

." • J, 

~nstallation was made by an improved process involving both inside 
• , I • • r • 

I >'~'. 

and outside longitudinal welding. ApproXimately 2S: miles of the ' . " . • "1 

original singe-pass welded pipe is located in the 31.5-mile seetion 
,. • • ' ... I ,. .... , ... :OJ 

of line herein proposed to be paralleled. Also, in this section o£ 
, " I, ":" ..., ~ I 

the Original line, as well as in other seet.ions now para.lleled,. small 
. . ..,' ..... ,! I :".,tI: .. : J 

changes in angulari.ty or the line were made ,by the .formation ~,£ ~old . 
... ~. t. ~ :. • ~ , '. ~' •• " 
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wrinkle bends in the pipe. Experience in other parts or th~ country 
, " .1 1\ " .. 

and on applicant's system has shown that cold wrinkle 'be~ding in . .. 
high-stress pipeline is not as satisfactory as the later developed 

• " • ,+ . , 
method of smooth bending. In fa.ct, witness, for applicant testi~ie~ 

that there has been one rai~ure on the Texas pipeline, system diree.tly 
" .' 

attributable to a cold wrinkle bend. 

In addition, this section or lin-e is subject to unusual 

temperature stresses caused by the high discharge temperature lea~-
,. '" 4. ~ 

ing the Desert Center: compressor. Applicant's witness, discussed the 

measures which were found to, be necessary to prevent actual movement 
- ., 

of the pipe due to temperature stress in these areas. The witne3S 

also pointed out that by having two parallel lines leaving the .o&~ert 

Center compressor station a great deal more pipe wall area-- would ~e 

available for heat dissipation and the problem of temperature stress 

in this section of the line would be ." ], .... S". minimized. 

While the p1p~ in the original line is consi~ered by appli­

cant to be entirely satisfactory from a safety standpoint under 

normal cond.itions, it is telt that the importance or the' Texas pipe;" 

line system to the gas supply for Southern California would warrant 

reasonable expenditures to reduce possible hazard. Applicant, in 

Exhibit 3, outlined the measures taken for tire protection at the 

Desert Center and Cactus City compressors as examples or the steps' 

already taken. 

Another witness for applicant testified that while the 

above-mentioned benefits, some of wr~ch had a tang1ble value but 

others of W:lich had a value that could not be directly measured, 

would be obtained by the proposed installation, the increase in,the . . 

cost of transporting gas from Blythe to the Los Angeles Basin area 

due to the installation of these facilities- would be only O~16~ per 
~ . .... ' , . 

Mcf at a 91 per cent load factor, as set forth in applicant'S 

Exhibit No.5. 
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Ownership of Facilities 

Applicant inten~s that these proposed facilities will be 

owned 100 per cent by applicant, even though forming an integral part 

of the existing Texas. pipeline system jointly owned and operated as 

tenants in common with applicant's affiliate, the Southern California 

Gas Company. The 100 per cent ownership· of this section is proposed 

in order to bring applicant' stotal interest in jointly' used 

facilities closer to applicant's proportional USe ot those facilities. 

Applicant and its affiliate, Southern California Gas Com­

pany, have entered into an agreement, for the reallocation of gas 

supply and tranSmission co sts, which agreement was approved by this 

Commission in Decision No. 50718, dated October 26,. 1954 (Applica­

tion No. 35690). Under said agreement applicant and its affiliate 

pool all of the costs of operation of certain specified jointly used 

gas supply and transmission facilities and then reallocate these 

costs on the basis of the total gas usage' o£ each of the two 
, 

af!iliates. The Texas pipeline system constitutes a major part of 

the facilities involved in this agreement. 

Testimony was presented to the effect that at the present 

time applicant'S usage of the jointly used .facilities is approxi­

mately 30 per cent, While its share in the ownership of these 

facilities is only approximately 26.75 per cent. By the addition 

of this 100 per cent owned facility of applicant to the jointly used 

supply faCilities,. applicant f s share in the total ownership of these 

facilities will be increased to 2$.48 per cent, as shown in 

applicant's Exhibit No. 6.-

It was stated that as a practical matter it would be highly 

deSirable to have both the ownership and the use or facilities. in as 

nearly the same ratio as pOSSible, so that the actual transfer of 

funds under the reallocation agreement could be held to a minimum. ii, 
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Applicant's witness stated that the o~y other me~s by ~hich th~s 

result could be readily obtained'would be by ~ actual transfer ~£ 

o~ership o£ a portion ot the undivided proport~onate interest in the 

Texas pipeline facilities,:, Such a. transaction ~s stated to be very 

complicated since these f'acili ties are cO'vered by both companies' 

mortgage indentures and therefore any transfer. wo~d require the 

trustees' approval and release. It was pointed o~t that the p~~pOS~? 
• I \ ' ownership arrangement would not be unusual since there are sev~ral 

• , ,~, • , • r ,~ 

other facilities included in the joincly u~eQ £'ae~~ties agreement 

which are 100 per cent owned by one or the other of' the two utilities. . . ~ . . '. .,'. 

In addition, it was stated that the basic operating agreement between 
• \t., ••• 

applicant and its affiliate has, been amended to reflect the lOOper I . ..'~ ......... 

cent ownership,o£ this portion o£ the Texas pipeline system. 

Conclusions 

In view of the record it is reasonable to conclude that the 

installation proposed by applicant will provide some of the addi~ 

tio~ storage needed on the systems of the Southe~n Counties Gas 

Company and the Southern California Gas c.ompany at a cost which does 

not appear excessive when compared With other means of obtaining 

like storage capacity. As these are estimated. costs for the instal­

lation of this segment o£ the 'I'exas line, the Commission at this 
, '. I .. ',,' ~, '., 

time is not, passing upon the reasonableness o£ these charges as the 
, " ", I,' . " 

actual costs will be of record when the construction work is com-
• ..... I .,;: ..... "I": .;. , /' .. , . 

pleted and subject to review for rate-£ixi~g, purposes. Furthermore, 

the proposed installation would appear to increase the structural 
, • ..~ I I • " 

reliability of the Texas pipeline system, wl';ich according to the 

record provides approximately 65 per cent of the gas supply to 
1,," 

Southern California. In view of these facts, and since the ad.dition 
. .' . .. 

proposed is the last segment needed to complete the paralleling of 

the original 'I'exas pipeline system', we are of the opinion that1?~e 

certificate requested herein should be ~anted. 
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The certificate of public convenience and necessity, grant·e'd. 

herein is subject to the folloWing provisions of law: 
That the ComInission shall have. no power to ' 
authorize the capitalization of this cereir~: 
icate of public convenience and necessity or 
the right to own, operate or ,enjoy such cer­
tificate of public convenience and necessity 
for any amount of money in eXcess of the , 
amO'Wlt (exclusive of any tax or annual charge) 
actually paid t~,the State as.the considera­
tion tor the grant of such certificate ,0£ 
public convenience and necessity or right~ 

ORDER -- ...... ----" 

The above-entitled application having been ConSid.ered, a 

public hearing haVing be'en held, the matter haVing been $ubinitted 

and being now ready for decision, 

IT IS HEREBY FOUND ,AS A FACT that public convenience and 

necessity will require the construction and operation ora segment 

of pipeline and pressure-limiting facilities by the Southern Count':i':es 

Gas Company of California in Riverside County; as, shown on the map" 

incorporated .in Exhibit No.1 in this pr'oceecling; therefore, 

IT IS HEREBY ORDERED that a ee'rtificate of publie con­

venience and neces'sity be and it is her'eoy granted to Southern 

-$-
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Counties Gas Company of California to construct and operate said • 'tI' •.. 

.. s~.gme:c.t or gas pipeline and pressure-limiting facilities for trans­

,pqrting and distributing gas in the territory hereinbefore described • . ,-" 
The authorization herein granted will ~pire if not 

.exercised within two years from the date hereof. 
,~ ~ ... , .... 

The effective date of this order shall be twenty days a!ter 

the date hereor. , 

f}:-Dat.ed. at ___ Sano;;.;,;,.,;;F:t'a.n...;..;..;.,..,;.els...,;SC..;..O __ , California., this dtff!day 
, or --P'.(Z.~:=..;~~:::x:~~~. ~t:::-=-_, 195·5· .. 
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