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Dcc::'sion No. 60127 
----..;;.,.-..;.;..~ 

BEFORE THE PUBLIC trrILrrIES COMMISSION OF 'nn:: STAn: OF CALIFORNIA 

In the Matter of the Application of 
PACIFIC LIGHTING GAS SUPPLY COMPANY 
for·~ Finding end Order under . 
Section 701 of the Public Utilities 
Code· and Gener~l Order 96 authortzing 
Applican~ to carry out the terms and 
eonditions of written Se:vice Agree­
ments with Southern C81iforniaGas 
Comp3ny and Southern Counties Gas 
Company of Cslifornia and,Authorizing 
thcfi1ing of same.. . 

Applica'1:ion No. 4106l 
(Ame:lded) 

Appearances are listed in Appendix A. 

OPINION --------

Applicant's Request 

By the above-entitled application filed'on~anuary'15, 1960, 

as ~endec1 on April 18, 1960, and as further amended at the hearl.ng . 

or.. June. 9, 1960 ~ Pacific Lighting Gas Supply Company (Pacific) 

requests that the Commission issue its decision and order: 

(1) granting and conferring upon applicant ~uthority to carry out 

the ~erms and conditions, of the written service. ag:reem.cnts filed 3S 

Exhib:'ts Nos. 42 snd 43:;' (2) authorizing applicant to file the fcn:m 

of such service agreements (Exhibit No. 46) 3S p.~rt of applicant's 
. 

effective tariff scheaules; (3) 3P¥%,Oving the rules and. :regulations 

attached to the application as Exhibit D and authorizing applicant 

t:e> file said rules ana :regu.la~ions with the Commission ~s part of 

applieent's effective tariff schedules •. 
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Public Resring , 

After due notice~ public hearingw3s held on this appli­

cation before Ccm:rd.ssioner Pc~er E. Mitcbell .and. Examiner William'V1. 

D\mlop on Marcb 2, May 4 and 5, 1960 in Los Angeles and on June 9, 
1/ 

1960 in San Franciseo.- Pacific presented exhibits and testimony 

in support of its application. No o:her party to the' proceeding 
, , 

presented any affirmative sbowing., although a number of the part:ies, 

including counsel for the Commission staff~ cross-examined appli­

canttswi~esses. 

At the conclusion of the hearing on June 9, 1960,. the 

matter was submitted subject to the receipt of Exhibit No. 46. Such 

exhibit having been received, the matter now is ready for decision., 

Applicant's Position 

Pacific considers that the execution of a service agreement 
. . 2/ 

with its two, ctLstomers- is 8 necessary prerequis1te to the esta-

blishment of final rates for the sale of n:rtural gas wbich is 

purc~'ased uncler contracts ~1herein Pacific commies itself to purchase 

a stated volume of gas at a stated delivery rate over a predeter­

mined' periO<i of time. Pacific cites that it bas entered 1xito a 

contract with Transwestern Pipeline Company for an initial" period of 

20 years with a best efforts period of an additional 7 years. Such 

contxact'provides, in part~ for the purcb.3se by Pacific of an 

initial daily obligated quantity of 300~OOO,OCO cubic feet of gas. 

In addition~ it a'Ppears~ Pacific has entered into '8 number of long­

tCXlll .contracts 'W'ith California producers for ~ terms of 

20 yca::s. ' 

1:.1 Applieat:ion No. 41861 wC)s heard on a consolidated record 'With 
Application No. 4l27i on lV"J.3reh 2~ and on :May 4 and 5, 1960. 

2:.1 Southern California· Gas Company (california), and Southern 
Counties Gas Company of California (Counties).· 
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Pacific takes the position it is both necessary and proper 

tl"lat the long-term contractual obligations for purchasing gas be 

followed or accompanied by long-term sexvi.cc agreements with 11:s two 

affiliated customers, California and Counties. However, Pacific 

stipulated that approval of the service agreements by the Commission 

shall not be deemed to be approval 01: disapproval or have any effect 

upon the long-term purchase agreements that' Pacific has executed 

with California producers. Pacific fu:rt:her S1:ates that its ne~d for 

'outside financing to construet pipeline facilities also haG. prompted 

exec:ution of the long-te:rm service agreements. 

Service Agreements· 
~ 

The service agreement which Pacific has executed with 
4/ 

Southern California Gas Company~ and the service a~eement which 

Pacific has executed 'With Southern Counties Gas Company of California 

are Exhibits Nos. 42 and 43, respectively, filed in this proceec1:iJlg. 

T'o.e two sex:vice agreements- contain similar provisions and, according 

to Pacific, compleJllent its rate schedule .and the proposed rules and 

regulations sought to be filed. 

Each service agreement provides that its effective a.ate· 

shall be the effective date of a decision of the California Public 

Utilities Commission which approves the filing of said· agreements. 

'!he agreements are 'Written for a term of 20 years from. the first day 

of t:he calendar year next succeeding the effective dat~ anc1 continue 

thcreaft:er for seven years on a 'best efforts basis and then from 

YE!3rto year until at least 12 months' written notice by either. 

p~ty to cancel. 

~! Applicant isdesi~ted Seller in the Service Agreements. 

!±! Southern california Gas COQ~ny and Southern Counties Gas COIllpany 
of california are each designated Buyers in the Scxvice Agreeme:nts. 
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Among other things~ the service agreements specify the 

initial maxi:J:n'um daily ancl hourly rates of delivery; and provide 

~t at least 90 days before the beginning of the second and each 

succeeding conttact year the parties will mtlt:u.ally agree upon the 

total annual volumes of gas" the 'tQ3xjmml daily volumes of gas, and 

the maximum hourly and daily rates ofo.elivery of gas. !he service 

a~eements also have prOV"lsions relating to the storage of g.os ~tld 

the use of best efforts to purchase and to take addie10nalquantitles 

of gas. 

With respect ~o price, the service agreements provide that 

charges are to be tn accordance with Pacific's latest effective 

eariff schedule applicable to california and Counties. 

Under the proviSions of the service .ggreem.ents all' gas 

presently available for sale or presently contracted for by Pacific 

is dedicated to California and Counties. California and Counties~ 

according to the testimony) are not. bounc! to take :rAY greater volume 

of gas offered by Pacific than Pacific now bas ava1labl~ or con­

tracted for. 'to the extent that California and Counties take less 

than 91 percene of the out-of-state gas specified7 California and 

Counties must take and pay for, or pay for if noe. taken, ~ll of 

the gas thus dcfer.red~ w-l:tlu.n .a period no~ to exceed five years7 or 

before the agreemene terminates, whichever is earli-er ... 

Furthermore ~ california .and. Couneies must each physically 

t~ke at least 75 percent of the average daily volume of out-of-stDte 

gas designated, except ~1b.e:e deferment is occasioned. by lack of 

C1.:.rrent mer!-:et for such ges or lack of fut:ux'e ::larkct arising out of 

conditions beyond the cont:rol of california tmd Counties. There are 

also provisions relating to deficiency of supply. 
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provision: 

Each service agreement. conta:!ns the following, jurisdiction 

"This agreement shall at all times 'be subj ee: to' such. 
changes or modifications by the Public Utilities 
COIlICl1ssion of the St;l1;C of california ClS said Commission 
may. from time to time. direct in the exercise of its 
jurisdiction.'" 

~enefits of Long-Term Service Agreements 

Pacific showed ~e.ve:r:al benefits to its operations from the 

proposed long-term service agreements. First. Pacific would be 

assured of a market for· all gas presently available for sale or 

presently contracted for. A second benefit, according to the testi­

mr:m:Y:I is that Pacific- will be able to do outside firiancing on more 
I 

favorable terms. In this connection, Pacific presented three com­

~cations from representatives of financial institutions (Exhibits 

~!os. 44, 4S and 47) showing t:h.at the long-term service agreements 

will have a favorable effect on outside financ~. 

Benefits to California q,od Counties were testified to by 

a vice president of each of the two distributing companies. Such 

benefits, according to these witnesses, include: 

(1) 

(2) 

(3) 

(4) 

(5) 

(6) 

'!he oblig3·tions of Pacific to california and 
Counties are set forth in definitive contract 
language. 

The service agreemenes' state the responsibility 
of Pacific to perform the peaking. service function. 

Pacific dedicates all of its presently contracted 
for gas supply eo California and Counties. 

There is protection for California and Counties 
in the evet:.t of any change in ownership of :my 
of the three companies. 

Pacific has an obligation to store gas owned by 
California or by Coun=ie~~ 

Deferral of gas is provided for in the event that 
the market for gas does not support :he contracted 
for volumes of ges. 
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Rules and Regulations 

Two ntles attached to the 8pplic~tion as Exhibit'D are 

sought to be filcd~ These rules are designat:ed No.2, Charaeter of 

Service and No~ 3, Contracts. No specific opposition to the filings 

of these rules was made at the hearings. 

Position of 1:he Commission Staff 

The Commission 'staff u:ged that~e terms of the service 

agreement restrict the obligation of California and Counties to ealte 

only the local and out-of-state gas presently contracted for by 

Pacific. Witnesses for PacifiC, california and Counties testified 

that they interpret the proviSions of' the ::;exvice agreements set 

forth in ~bitsNos. 42 a~d43 ~~ so restrict the obligation of 

CDlifornis and Counties. 

The staff also urged th3t Pacific file each year either 

by letter or by tariff schedule the volumes of gas which california 

and Counties are obligated to Ulke and the delivery poines thereof. 

Findings and Conclusions 

Based upon the: entire record in this matter we find: 

1. A granting of the application as herein provi.ded will. not 

be adverse to the public interest. 

2.. Since applicant has but two customers, copies of the 

actually executed service agreements (Exhibits Nos. 42 and 43) 

should be filed as pare of Clpplicsne's tariff' schedules, rather than 

the form. of serviee agreement (Exhibit No. 46). 

3. Applicant should file as pa~t of its tariff schedules the 

volumes of gas which Southet:'n California Gas Company and Southern 

Counties Gas Company of California are obligcJ1:ed to, take and the 

delivery points thereof. 
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4. Rules Nos. 2 and 3 aeeacbed to the application 85 

EXhibit D sh~ld be filed .as psre of applicant's t~r1ff schedules. 

except Rule No. 3 should be modified to Sh~1 that the executed 

se:rviee agreement is filed as part of tbe tariff schedules. 

5. Such increases in rates or charzes as may %esult from the 

order herein are justified and presentraees or charges insofar as 

they differ from those herein prescribed, are for the fature unjust 

and unreasonable. 

'!be action talten berein should not be conStrued in any way 

as approval of the long-term gas purchase contracts of P.3cific or 

the setting by Pacific and its two affiliated customers of the 

volumes of gas or prices thereof without prior Commission approval. 

OR.DER ------
Public hearl.ng on the above-endotled matter having been 

held, the matter having been submitted for decision, the Commission 

being info:med thereon. :me. based upon the entire record and the 

above findings and eonclusions, 

IT IS ORDERED that Pacific Lighting Gas. Supply C01.'Ilp81ly is 

.mtb.orizcd'to carry out the terms and conditions of the written 

service agreements filed as Exhibits Nos. 42 and 43 herein, provided: 

1. Pacific Lighting Gas Supply Company Shall file as part 
of its tariff schedules eo¢.es of 'the executed service 
agreements, Exh.ioits Nos. 42 .ond 43. Such filing shall 
be made in accordance with the provisions of General 
Order No. 95 with!n fifteen days after the effective 
date of this order .and shall become effective on not: 
less than five days' notiee to the CommiSSion and to 
the pt.tbl:Lc. 

2. Pacific Lighting Gas Supply Company Shall file as part 
of its Ultif£ schedules the volUClCs of gas which 
Sou:ehern California {;a,s Company and which Southern 
Counties Gas Company of California are obligated to 
take and the dcl:L.very points the:eof., Such filing. 
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shall be made in' accordance with the ~ovis1ons of 
General Order No. 96 within fi£1:een days after the 
effective date of this order and shall become 
effective on not less than five days t notice to the 
Commission .and to the public; provided~ however, 
th.a1: revisions in the volumes or in the list of 
delivery points may be made annually. 

IT IS FtlltrBER. ORDERED that Pacific Lighting Gas Supply 

Company is authorized to file as part of its tariff scbedules 

P..ules Nos. 2 and 3 attached to the application as. Exhibit D, except 

that Rule No.3 shall be m.o<!ifiecl to show that the executed service 

agreements rather than the £cn:m of the service agreement' is filed 

as paxt of the tariff schedules. Such fili'og shall be made, in 

accordance with the provisions of Ge:!eral Order No. 96 within fifteen 

clays after the effective date of 1:h1s order and shall become 

effective on not less than five days' no~ce to 1:be Coamission and 

to the public. 

'!be effective date of this order shall be twenty· days after 

the date hereof. 

Dated 8,t __ S:m __ F.ronciseo __ . ____ ...,. C811forn1a, this 21a"d!il-. 
day of __ j~O~41~.'~ .. __ -....,,' 1960. 



.APPENDIX A 

LIST Or? APPZARANCES 

FOR APPLICANT: 

o. C. Sattingcr, J. R. Elliott and R.. D. Twomey. 

FOR. INTERESTED P.Ar..TIES: 

Milford springer and Robert M. Olson~ for Southern 
Count:Les Gas Company of Caiifo:z:nia; T. j. Reynolds .and }'!. 'P. Letton,. 
for Southern california Gas Company; Chickering and Gregory;, by 
Sherman Chic1ter1ng, C. Hayden Amf!S, Frank Porath, and 1:1. C. Dillin, 
for San Diego Gas & Electric Company; RolI~'"1. :e. Woodou.;:!, Harry vI. 
Sturges and J. F. Nail, for Scutbern caIifo:rnl.a ~aison COmpany; 
T .. M. Chubb, Jack o. Sanders, and Robert Til. Russell, for Department 
0'1 PUbIic Utirl.~l.es and Transportatl.On, City of LOS. Angeles; Manuel 
Kroman., for City of Los Angeles; 0 rMelveny and Myers, by Lauren 1'1. 
Qright, for Riverside Cement Company, Division of .American Cement 
Corpo:ation; :Srobccl~~ Phleger and Ra:r:ison, by :tobcrt M. !.o"~, and 
vTillimn vT .. Eyers, for California ~1anufacturcrs ASSOC:Lat:iOti;l<lliam 
L. Y..necht, for California Farm Bureau Federation; Hen'r9' E. Joraaii,. 
for city of Long Beach; Enright,. Elliott and 3etz, syNorman ~aliott 
and Joseph T. Enrip{)t and Waldo A. Gillette, for Monolith Portland 
Cement Company; w. • MC~, for Cb:al1enge Cream and Butter Associa­
tion; Hen§; F. Li~ett I7for Southem California Gas Company and 
Southern unties as ~any of California; H~old Gold;, Ruben 
LoZt'te%' and Stuart Foutz, for Depart:men1: of DefetlSc and ot:ner Executive 
Agencies of the United States GovertJmellt; Leslie E. Still and 
Walhfred Jacobson, for the City of Long Beach. 

FOR COMMISSION STAFF: 

FranltC'. Campbell, Richard Perry, and Rich:rd 2:. Entwistle. 
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