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Decision No. 

BEFORE THE PUBLIC UTILITIES COMMISSION OF THE STATE OF CALIFO~~!A 

In the Katter of the Application of ) 
PACIFIC LIGHTING GAS SUPPLY CCMP~~Y, ) 
a corporation, u..'"lde:- Section 1001 of ) 
the Public Utilities Code, for a ) 
certificate of public convenience ) 
and necessity require the conztruc- ) 
tion maintenance anc. operation of a , 
30-inch pipeline between Buena Vista ) 
Lake anc. Newhall. ) 

Application No. 3S407 

o. C. Sattin~~£ and J. R. Elliott, for applicant; 
City of. Los A.'"lgeles by Alan G. C~~bell and 

Manuel Kro~an; California Fa.~ B~eau Federa­
~on oy B~~ Buzzini; California M~~U£acturerz 
Association by Ed~~n Fleischmann; Southern 
California Edison Company by Bruce RenWick, 
Harry VI .. Sturges, Jr., and. E-0ll~in E. Woodburz; 
Challenge Cream and Butter Associati¢~ by 
Commercial Utility Service by w~ D. MaeKAv, in~~r­
ested parties; 

William W. E~rers, for the Com:.ission starr. 

o ? I N ION 
----~---

Aoolicant's Reauest 

Pacific Lighting Gas Supply Compan1, a California corpora-

tion, engaged in the business of purchas~ng, co~pressing, transport­

ing, storing, exchanging and selling nat.ural gas for resale sc:-vice 

to Southern California Gas Conpany and Southern Counties Gas Company 

of California, affiliated corporations of the applicant 1 filed the 

above-entitled ap~lication on Septe~ber 11, 1956 requesting an order 

of the Commission for the followlng purposes: 

l~ Granting and conferring all necessary pe~ission 
~~d authority to con~truct, roaintai~ ~~d ope~ate 
a 30-inch pipeline and related facilities between 
Buena Vista Lake and Newhall for the transmission 
of gas. 

2. Declaring that public convenie~ce ~~d necessity 
now require the construction, oaintenance and 
operation of the said 30~inch pipeline and the 
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use by applicant of all permits, easements, and 
franchises which may be used or useful in con­
nection with tbe construction, maintenance, and 
operation of the said pipeline. 

:3. Issuing a certificate declaring that the present 
and future public convenience and necessity re­
quire that such construction, maintenance, and 
operation of the 30-inch pipeline be undertaken 
by applicant. 

?ublic Hearing 

After due notice, a public hearing on this application was 

held before Examiner M. W. Edwards, on October 23, 1956, in Los 

Angeles. At the ~earing applicant presented nine exhibits and testi­

mony by three witnesses in support of its request. CotmSe1 for the 

California Farm Bureau Federation and representatives of the City of 

Los Angeles, the California Manuracturers Association, and the 

Challenge Cream and Butter Association took an active part in the 

proceeding and cross-examined the applicant's witnesses. The 

Commission staff, through a gas engineer, also took an active part 

in the proceeding by cross-examination of the applicant'S witnesses 

for the purpose or fully developing the facts that will assist the 

Commission in arriving at an equitable decision on this matter. At 

the close of the hearing, upon inquiry by the examiner, no party 

offered any objection to the granting of applicant's request. 

Proposed Construction 

Applicant proposes to install a 30-inch pipeline, 

So.6 miles in length, which would extend from the vicinity of the 

South Coles Levee Oil Field in the San Joaquin Valley in Kern 

County, southerly along the easterly side of Buena Vista Lake, and 

terminate in the vicinity of Newhall in Los Angeles County. The 

latest map of the proposed route is included in the record as 

Exhibit No.1. Construction details of the proposed pipeline are 

set forth in Exhibit No.9. Briefly, the line will be capable of 

-2-



A-3S407 NB ~ 

operating ~~ a pressure of 750 psi and the pipe wall thicknesses will 

be equal to or greater than the minimum requirement of the ASA Code 

for Pressure Piping. The proposed lengths and sizes of 30-inch out­

side diameter pipe are: 

vIall Maximum Per-
Length, Thickness oissible Oper-

From To (Miles) (Inches) ating Pressure 

Coles Levee Paloma 10.8 0.460 gOO psi 
Paloma Grapevine 20.5 0.4JS 750 
Grapevine Castaic 37.2 0.376 750 
Castaic Ne·..:hall 12.1 0 .. 438 750 

Need for Proposed Pi?eline 

Applicant states that recent studies of gas supply avail­

able and firm requirements of Southern Counties and. Southern ., 
nia Gas Companies show that on an extreme peak day the peak-hour 

requirements will be 11,500,000 cubic feet per hour greater than the 

total supply available in the wlnter of 1960-61, and that this 

deficiency will increase to 42,700,000 cubic feet per hour under the 

same conditions in the winter of 1963-64. Applicant represents that 

at the present time it has approximately 45,000 Mc£' of gas per day 

under contract in the San Joaquin Valley ~dth California prod.ucers, 

for which there is insufficient pipeline capacity to deliver the gas 

to the Los Angeles area during peak periods. In addition, it states 

that it is currently negotiating for additional supplies of gas from 

California producers in the San Joaquin Vally and. that it has under 

active negotiation at this time the development of und.erground 

storage in two fields in the San Joaquin Valley whicc, if completed 7 

would have a combined storage withdrawal capacity of approximately 

150 million cubic feet per day. 
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The estimated future San Joaquin Valley gas available for 

peak-day deliver! is in excess of current pipeline capacity, as set 

forth in Exhibit No.5, is: 

Gas under contract in S~~ Joaquin 
Valley in excess of current pipe-
line capacity ••....•..••.•.••......•.•. 

San Joaquin Valley gas supply cov­
ered by proposals submitted to 
producers •.••..........•.•.......••.... 

Additional San Joaquin Valley gas 
supply currently under negotiations 

Underground storage withdrawal ca-
• • • • 

Volume ~~cf ~er Da~ 
Dec_19~6 ~ec.19~ 

95.0 95.0 

23S.00 2;8.0 

paci~y cu.~en~ly under negoti~tio~ ••••• l~O_O 
Total................ 3 S.6 ~?~.§ ;,:: . 

Proposed Line Operating Conditions 

Applicant states that th~ proposed pipeline would be used 

to provide capacity for the deliver/ lof gas from the San Joaquin 

Valley to the Los Angeles Metropolitan area principally to equate 

hourly, daily, and annual peak loads. With a pressure drop from an 

i:ti:tial pressure of 750 to 4.65 psi the line would have a capacity of 

approximately 405,000,000 cubic feet per day. The line will deliver 

the gas into the new Topock line of the two customers at Newhall, 

where the 46S-psi pressure is the ope~ating limit on the section of 

pipeline between Newhall and the Los Angeles Metropolitan area. 

The pipeline also will be available to backflow high pressure gas 

for storage in the San Joaquin Valley off of the new nTe~~$ linen 

during summer or other off-peak periods. 

A witness for the applicant stated that it appeared 

£easi ble to construct an interconnection between this proposed. pipe-
~ 

line and the Pacific Gas and Electric Company's Topock-Milpitas 

pipeline for use in the event of an emergency, and ind.icated that 

his company would be willing t~make detailed ~tudies of the costs 
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and the feasibility of such an interconnection. The Commission is 

of the opinion that, where possible, such interconnections should be 

provided to help to insure a supply of gas to all parts or the state 

in event o£ a disaster that would otherwise cause firm curtailment 

either in the southern or northern part of the state. 

Econooics or Prooosed Line 

Applicant estimates tha:t the cost of the pipeline, together 

with its necessa.~ appu.-tenances, will be $10,;00,000. In E~~bit 

No. 7 the following estimated annual operating cost is shown: 

0pGrating Expense 
Depreciation (40-year life) 
Ad Valorem Taxes 
Return at 6.9% of $10,;00,000 
State Income Tax 
Federal Income Tax 

Total An.~ual Cost 

$ le,OOO 
25$,,000 
24S~OOO 
711,000 
61,000 

770:000 
. 2, 066, t)oo 

We note that applicant has computed the return at 6~9 per 

cent on an undepreciated rate base in Exhibit No.7. In this.pro-

ceeding w~ are not determining the rate of return or the propriety 

of using an undepreciated rate base. The determination or the prOper 

return for applicant is presently before us in another proceeding 

(Application No. 37553), and thus the annual costs shown herein may 

be modifie~ when a decision is rendered in that proceeding. !n 

Exhibit No. 7 applicant also presented information regarding the cost 

of obtaining gas to meet its peak requirements on other bases. These 

are: a pipeline from the California border to import out-of-state 

gas; a propane air-natural gas plant; and a high Btu oil gas plant. 

The cost per Met of daily ~eliverability "is not completely comparable 

between that proposed by applicant and the alternatives since the 

development of the costs in the alternatives have been based upon a 

6 per cent return, a depreCiated rate base, and other differences. 

A comparison of the costs does show, after m3king allowances for 

these differences, that the method proposed by applicant is a 

reasonable one to provide additional gas for peak periods. 
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Another method by which the economics of this proposed 

line may be judged is to divide this a!~ount "oy the total ar..nual 

cales to the two customers_ If the annual sales are assumed at 

66,000,000 MCr; the installation of this pipeline would increase the 

costs approximately , cents per Mc! of gas sold_ 

The representative for the California Manufacturers 

Association brought out through cross-examination that the majority 

of the costs associated with this project are of a fixed nature and 

will not vary materially with the vol1.lme of gas transported through 

the pipeline. 

Since the above costs are esticated, the Commission 

is not attempting to pass on their reasonableness at this 

time; such costs cannot be determined until after the 

project has been in operation for a period of time. The 

operating expense estimate of $lS,OOO per year particularly appears 

low; however, applicant states that this line will be located near 

an existing line and the incremental operating and maintenance· 

expense under such a condition will be considerably less tha~ if this 

were an isolated line. 

Applicant states that funds for this project will be : 
. 

obtained from its parent coc~~y, Pacific Lighting Corporation, in 

the form of temporary borrowings. In due course applicant expects, 

subject to Commission approval, that such temporary financing will 

be replaced by permanent financing in the form of capital stock. 

Permits, Franchises, Comoetitior. 

~~ile applicant owns county-wide franchises in Los Angeles 

and Kern Counties, it does not contemplate that the route of the pro­

posed pipeline will lie on county highways to any great degree 

1 EXhibit B in A-37$$3, Pac~i~~ ~~gh£~ng Cas S~pply ~ompany 
applying for a general increase in rat es. 
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Applicant states that it will be nece5sary to obtain easements from 

l.:lndowners over portions of the proposed route and from United States 

Government agencies over portions of the route that are owned by the 

Unite~ States Government. 

Applicant represents that no person, firm, or public. or 

private'corporation, other than it and its two customers, is n~w 

engaged in the public utility business of furnishing' or supplying gas 

service to the public in the territory in which the pipeline is to be 

installed. 

Applicant, by petition filed December 3, 1956 alleges tha~ 
since the submission of this matter, additional out-of-state gas 

would be available for use for peak purposes in ~he winte~ of 1957 

and for this reason requests that the minimum period ~~thin which it 

be allowed to complete the installation ot the pipeline be extended 

to the end of the year 1958. 

A customer's representative expressed concern over the 

policy that the applicant will follow in handling exchange gas for 

prodUcers and the revenue to be derived per' Mcf tor exchange service. 

The pOSition of t~e applicant generally has been that these exchange 

contracts and services are incidental to the purchase of natural gas 

and the exchange reve~ue is a matter of negotiation. Counsel for 

applicant stated it is not its policy at this ti~e to exchange gas 

for producers and to permit those producers to sell the gas to third 

parties. Such exchange gas is only to be used by the producers for 

thei:- own use, generally in ref'int;!ries.. If the appl.icant deSires any 

change in this policy in the future it should seek COm.'l:ission 

. appro·,al. 

Findings and Conclusions 

While currently it appears that the result of this proposal 

would be to add ~~ amount roughly equivalent to 3 cents per Mcf to 

its costs, the installation.of this line may make suffiCient addi­

tional gas available so that the unit equivalent cost on the baSis 

of a larger zupply may be less than the 3 cents per Mcf: as computee. 
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The mere fact that the price of all of ~he gas being furnished ~o ~he 

two customers may have to be increased oy an equivalent 3 cents per 

M~ does not ~ean ~ha~ the price of gas to the public served by ~he 

Southern Counties and Southern California Gas Comp~~ies will have to 

be similarly increased. Their total sales are so much greater than 

66,000,000 Mef that it will be less than 1 cent per Mcr when spread 

over their entire sales. 

The Commission is aware of the gro"lring demal'ld£or gas 

service in the state and is particular17 anxious that the firm serv­

ices should not be curtailed in the winter months. ~~ile the author­

ization of this project will result in en increase in the cost of 

operation to applicant, the Commission is of the opinion that this 

is a reasonable means to help avoid firm peak load deficiencies. 

It is our opinion that the applic~~t has the financial 

means to construct the project and place it into successful operatio~ 

After considering the record in this proceeding, it is our concluSion 

that the proposed construction is in the public interest and that ~~ 

order should be issued in general granting the authority requested 

by applicant. The Co~~ssion finds that public convenience and 

necessi ty require the construction, operation and. maintenance of a 

30-inch pipeline and related facilities between Buena Vista take 

area in Kern County and Newhall in Los ~~geles County, as shown on 

Exhibit No. 1 in this proceeding. 

The certificate of public convenience ~~d necessity issued 

herein is subject to the following provision of law: 

That the Commission shall have no power to authorize 
the capitalization of this certificate of public con­
vanience and n~~essity or the right to own operate or 
enjoy such certificate of public convenience and 
necessity in excess of the amount (exclusive of any 
tax or annual charges) actually paid to the State as 
the consideration for the issuance of such certifi­
cate of public convenience and necessity or right. 
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o R D E R .... - ~ ~-

The above-entitled application having been considered, a 

public hearing having been held, the matter having been submitted ~~d 

now being ready for decision, and basing its order on the foregoing 

findings and conclusions, 

IT IS HEREBY ORDERED that Pacific li~~ting Gas Supply Com­

pany be and it is hereby granted a certificate ~hat public conven­

ience ~~d necessity require the const~ction, operation, maintenance 

and use of the 30-inch pipeline generally as desc~bed in this 

application and in the exhibits and testimony introduced at the pub­

lic hearing, the procurement and use of the necessary lands or land 

ri~~ts, permission or such franchises as :a1 be necessary for the 

construction or operation of the project and the sale of gas from the 

project to its customers in accordance with its ce~ificates o~ 

public convenience and ~ecessity and with its rates, rules and regu-

lations duly filed with the Commission. 

IT IS HEREBY FURTHER ORDERED that: (1) Pacific Lighting Gas 

Sup,ly Company shall file with this Commission a detailed stat~ent 

of the capital costs of the 30-inch pipeline and related appurtenances 

herein authorized .... rithin six months !"o11owing the date of completion, 

and (2) applicant shall also prepa~e a deta~led study of the engineer­

ing and economic feasibility of making interconnections with the 

existing transmission system of the Pacific Gas and Electric Company 

at such points as would provide maximum benefit to both the systems 

of applicant and its affiliates and of the PacifiC Gas, and Elect~ie 

Company in the event of a failure in any of these companies' trans­

mission systems. This study shall be filed with the Commission 

within six months after the effective date hereof. 
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The authorization herein granted will expire if not 

exercised within two years from the effective date hereo!. 

The effective date of this order shall be twenty days after 

the date hereof. 

<'"-- II ;:z_~ Dated at ____ ~_Fra.n __ Cl!'I_·sco.;..;..... __ , California, this --"_;"':" __ 

day or ___ O_EC_E_M_BE_R __ _ 


